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(Mark One)

· QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2024

OR

· TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934


For the transition period from ___________________ to ___________________

Commission file number 001-41536
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Prime Medicine, Inc.

(Exact name of registrant as specified in its charter)
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	Delaware
	
	
	
	84-3097762
	

	
	(State or other jurisdiction of incorporation or organization)
	
	
	
	(I.R.S. Employer Identification No.)
	

	
	60 First Street, Cambridge, MA
	
	
	
	02141
	

	
	
	
	
	
	
	

	
	(Address of principal executive offices)
	
	
	
	(Zip code)
	

	
	
	(617) 564-0013
	
	
	

	
	
	(Registrant’s telephone number, including area code)
	
	

	
	
	21 Erie Street, Cambridge, MA 02139
	
	

	
	(Former name, former address and former fiscal year, if changed since last report)
	

	
	
	
	
	
	
	

	
	
	Securities registered pursuant to Section 12(b) of the Act:
	
	

	
	
	
	
	
	
	

	
	Title of each class
	
	Trading Symbol(s)
	
	Name of each exchange on which registered
	

	
	
	
	
	
	
	

	
	Common stock, par value $0.00001 per share
	
	PRME
	
	Nasdaq Global Market
	



Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports); and (2) has been subject to such filing requirements for the past 90 days. Yes ☒ No ☐

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes ☒ No ☐

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

	Large accelerated filer
	☐
	Accelerated filer
	

	
	
	☐
	

	Non-accelerated filer
	☒
	Smaller reporting company
	

	
	
	☒
	

	
	
	Emerging growth company
	

	
	
	☒
	



If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ☐ No ☒ As of August 1, 2024, the registrant had 120,030,813 shares of common stock, par value $0.00001 per share, outstanding.
[image: ][image: ]


SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains express or implied statements which are made pursuant to the safe harbor provisions of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). All statements, other than statements of historical facts, contained in this Quarterly Report on Form 10-Q, including statements regarding our strategy, future operations, future financial position, future revenue, projected costs, prospects, plans, and objectives of management, are forward-looking statements, which are based on management’s belief and assumptions and on information currently available to our management. These statements involve substantial risks, assumptions and uncertainties. The words “anticipate,” “believe,” “envision,” “estimate,” “expect,” “goal,” “intend,” “may,” “plan,” “predict,” “project,” “strategy,” “target,” “potential,” “will,” “would,” “could,” “should,” “continue,” “contemplate,” “vision” and similar expressions are intended to identify forward-looking statements, although not all forward-looking statements contain these identifying words.

The forward-looking statements in this Quarterly Report on Form 10-Q include statements about:

· the initiation, timing, progress and results of our research and development programs, product candidates, preclinical studies and future clinical trials;

· our ability to demonstrate, and the timing of, preclinical proof-of-concept in vivo for multiple programs;

· our ability to advance any current and future product candidates that we may identify and successfully complete any clinical studies, including the manufacture of any such product candidates;

· our ability to pursue our areas of focus and any other additional programs we may advance;

· our ability to quickly leverage programs within our initial target indications and to progress additional programs to further develop our pipeline;

· the timing of our investigational new drug application submissions;

· the ability of our Prime Editing technology to address unmet medical needs in patients;

· the implementation of our strategic plans for our business, programs and technology;

· the scope and duration of protection we are able to establish and maintain for intellectual property rights covering our Prime Editing technology;

· developments related to our competitors and our industry;

· our ability to leverage the clinical, regulatory, and manufacturing advancements made by gene therapy and gene editing programs to accelerate our clinical trials and approval of product candidates;

· our ability to identify and enter into future license agreements and collaborations;

· developments related to our Prime Editing technology;

· regulatory developments in the United States and foreign countries;

· our ability to attract and retain key scientific and management personnel;

· our estimates of our expenses, capital requirements, needs for additional financing;

· the effect of unfavorable macroeconomic conditions or market volatility resulting from global economic conditions,

· our expectations regarding the anticipated timeline of our cash runway, future financial performance and our ability to continue as a going concern; and
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· other risks and uncertainties, including those listed under the caption “Risk Factors.”

We may not actually achieve the plans, intentions or expectations disclosed in our forward-looking statements, and these statements may be affected by inaccurate assumptions or by known or unknown risks and uncertainties. You should not place undue reliance on our forward-looking statements. Actual results or events could differ materially from the plans, intentions and expectations disclosed in the forward-looking statements we make. We have included important factors in the cautionary statements included in this Quarterly Report on Form 10-Q and in subsequent SEC filings, particularly in the “Risk Factors” section, that we believe could cause actual results or events to differ materially from the forward-looking statements that we make. Unless otherwise disclosed, our forward-looking statements do not reflect the potential impact of any future acquisitions, mergers, dispositions, collaborations, joint ventures or investments we may make or enter into.

You should read this Quarterly Report on Form 10-Q and the documents that we reference herein and have filed as exhibits to our other filings with the Securities and Exchange Commission (the “SEC”) completely and with the understanding that our actual future results may be materially different from what we expect. The forward-looking statements contained in this Quarterly Report on Form 10-Q are made as of the date hereof, and we do not assume any obligation to update any forward-looking statements, whether as a result of new information, future events or otherwise after the date of such statements, except as required by applicable law.

This Quarterly Report on Form 10-Q also contains estimates, projections and other information concerning our industry, our business and the markets for our product candidates. Such information is inherently subject to uncertainties and actual events or circumstances may differ materially from events and circumstances that are assumed in this information. Unless otherwise expressly stated, we obtained this data from our own internal estimates and research as well as from reports, research surveys, studies and similar data prepared by market research firms and other third parties, industry, medical and general publications, government data and similar sources. While we are not aware of any misstatements regarding any third-party information presented in this Quarterly Report on Form 10-Q, their estimates, in particular as they relate to projections, involve numerous assumptions, are subject to risks and uncertainties and are subject to change based on various factors, including those discussed under the section titled “Risk Factors” set forth in Part II, Item 1A of this Quarterly Report on Form 10-Q, if any, our Annual Report on Form 10-K that was filed with the SEC on March 1, 2024, and in other SEC filings.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements (unaudited)

PRIME MEDICINE, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

	
	
	
	June 30,
	
	December 31,
	

	(in thousands, except share and per share amounts)
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	

	Assets
	
	
	
	
	
	

	Current assets:
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Cash and cash equivalents
	$
	55,600
	
	$
	41,574
	

	Short-term investments
	
	102,575
	
	
	74,639
	

	
	
	
	
	
	
	
	

	Short-term investment — related party
	
	4,693
	
	
	5,452
	

	Prepaid expenses
	
	4,199
	
	
	19,057
	

	
	
	
	
	
	
	
	

	Other current assets
	
	3,736
	
	
	2,254
	

	Total current assets
	
	170,803
	
	
	142,976
	

	
	
	
	
	
	
	
	

	Property and equipment, net
	
	23,812
	
	
	22,659
	

	Operating lease right-of-use assets
	
	51,594
	
	
	13,941
	

	
	
	
	
	
	
	
	

	Restricted cash
	
	13,496
	
	
	13,496
	

	Other assets
	
	—
	
	779
	

	
	
	
	
	
	
	
	

	Total assets
	$
	259,705
	
	$
	193,851
	

	Liabilities and Stockholders’ Equity
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current liabilities:
	
	
	
	
	
	

	Accounts payable
	$
	4,638
	
	$
	19,537
	

	
	
	
	
	
	
	
	

	Accrued expenses and other current liabilities (1)
	
	10,895
	
	
	14,110
	

	Accrued settlement payment — related party
	
	—
	
	13,500
	

	
	
	
	
	
	
	
	

	Operating lease liability
	
	5,216
	
	
	9,276
	

	Total current liabilities
	
	20,749
	
	
	56,423
	

	
	
	
	
	
	
	
	

	Operating lease liability, net of current
	
	36,367
	
	
	4,357
	

	Research and development funding liability
	
	6,000
	
	
	—
	

	
	
	
	
	
	
	
	

	Total liabilities
	
	63,116
	
	
	60,780
	

	Commitments and contingencies
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Stockholders’ equity
	
	
	
	
	
	

	Common stock, par value of $0.00001 per share; 775,000,000 shares authorized; 120,030,813 and
	
	
	
	
	
	

	97,377,121 shares issued and outstanding as of June 30, 2024 and December 31, 2023, respectively
	
	2
	
	
	2
	

	
	
	
	
	
	
	
	

	Additional paid-in capital
	
	789,076
	
	
	624,414
	

	Accumulated other comprehensive loss
	
	(71)
	
	
	(15)
	

	
	
	
	
	
	
	
	

	Accumulated deficit
	
	(592,418)
	
	
	(491,330)
	

	Total stockholders’ equity
	
	196,589
	
	
	133,071
	

	
	
	
	
	
	
	
	

	Total liabilities and stockholders’ equity
	$
	259,705
	
	$
	193,851
	

	
	
	
	
	
	
	
	



(1) Includes related party amount of $0.3 million as of December 31, 2023.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PRIME MEDICINE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(Unaudited)

	
	
	
	Three Months Ended
	
	Six Months Ended
	
	

	
	
	
	June 30,
	
	
	
	June 30,
	
	

	(in thousands, except share and per share amounts)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2024
	
	
	2023
	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Collaboration revenue
	$
	—
	$
	—
	$
	591
	
	$
	—
	

	Operating expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Research and development (1)
	
	43,071
	
	
	34,599
	
	
	80,845
	
	
	65,479
	

	General and administrative
	
	12,601
	
	
	10,658
	
	
	23,759
	
	
	19,811
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total operating expenses
	
	55,672
	
	
	45,257
	
	
	104,604
	
	
	85,290
	

	Loss from operations
	
	(55,672)
	
	
	(45,257)
	
	
	(104,013)
	
	
	(85,290)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other income:
	
	
	
	
	
	
	
	
	
	
	
	

	Accretion (amortization) of investments
	
	1,486
	
	
	1,964
	
	
	2,316
	
	
	2,782
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest income
	
	611
	
	
	635
	
	
	1,287
	
	
	1,910
	

	Change in fair value of short-term investment — related party
	
	(1,925)
	
	
	263
	
	
	(759)
	
	
	(1,438)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other income, net
	
	39
	
	
	41
	
	
	81
	
	
	83
	

	Total other income, net
	
	211
	
	
	2,903
	
	
	2,925
	
	
	3,337
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss before income taxes
	
	(55,461)
	
	
	(42,354)
	
	
	(101,088)
	
	
	(81,953)
	

	Benefit (provision for) from income taxes
	
	134
	
	
	(31)
	
	
	—
	
	171
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss attributable to common stockholders
	$
	(55,327)
	
	$
	(42,385)
	
	$
	(101,088)
	
	$
	(81,782)
	

	Net loss per share attributable to common stockholders, basic and
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	(0.46)
	
	$
	(0.47)
	
	$
	(0.90)
	
	$
	(0.91)
	

	diluted
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted-average common shares outstanding, basic and diluted
	
	119,188,866
	
	
	90,467,298
	
	
	111,827,522
	
	
	89,769,970
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Comprehensive loss:
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss
	$
	(55,327)
	
	$
	(42,385)
	
	$
	(101,088)
	
	$
	(81,782)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Change in unrealized loss on investments, net of tax
	
	24
	
	
	(63)
	
	
	(56)
	
	
	116
	

	Comprehensive loss
	$
	(55,303)
	
	$
	(42,448)
	
	$
	(101,144)
	
	$
	(81,666)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Includes related party amount of $0.3 million and $0.6 million for the three and six months ended June 30, 2023.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.





6
[image: ]


PRIME MEDICINE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(Unaudited)

	
	
	Common Stock
	
	
	
	
	
	
	Accumulated
	
	
	
	
	
	

	
	
	
	
	
	
	Additional
	
	Other
	
	Accumulated
	
	Total
	

	
	
	
	
	
	
	
	
	Paid-in
	Comprehensive
	
	
	
	Stockholders’
	

	(in thousands, except share amounts)
	Shares
	Amount
	
	
	
	Capital
	
	Losses
	
	Deficit
	
	Equity
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of December 31, 2023
	97,377,121
	
	$
	2
	
	$
	624,414
	
	$
	(15)
	
	$
	(491,330)
	
	$
	133,071
	

	Issuance of common stock from public offering,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	net of issuance costs of $8.9 million
	22,560,001
	
	
	—
	
	132,055
	
	
	—
	
	—
	
	132,055
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Issuance of pre-funded warrants, net of issuance
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	costs of $1.2 million
	—
	
	—
	
	18,800
	
	
	—
	
	—
	
	18,800
	

	Issuances of common under ESPP
	74,488
	
	
	—
	
	436
	
	
	—
	
	—
	
	436
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Issuance of common stock upon exercise of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	stock options
	9,664
	
	
	—
	
	36
	
	
	—
	
	—
	
	36
	

	Stock-based compensation expense
	—
	
	—
	
	5,209
	
	
	—
	
	—
	
	5,209
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Change in unrealized loss on investments, net of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	tax
	—
	
	—
	
	—
	
	(80)
	
	
	—
	
	(80)
	

	Net loss
	—
	
	—
	
	—
	
	—
	
	(45,761)
	
	
	(45,761)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of March 31, 2024
	120,021,274
	
	
	2
	
	
	780,950
	
	
	(95)
	
	
	(537,091)
	
	
	243,766
	

	Issuance of common stock upon exercise of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	stock options
	9,539
	
	
	—
	
	35
	
	
	—
	
	—
	
	35
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation expense
	—
	
	—
	
	8,091
	
	
	—
	
	—
	
	8,091
	

	Change in unrealized loss on investments, net of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	tax
	—
	
	—
	
	—
	
	24
	
	
	—
	
	24
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss
	—
	
	—
	
	—
	
	—
	
	(55,327)
	
	
	(55,327)
	

	Balance as of June 30, 2024
	120,030,813
	
	$
	2
	
	$
	789,076
	
	$
	(71)
	
	$
	(592,418)
	
	$
	196,589
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PRIME MEDICINE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(Unaudited)

	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	
	
	
	

	
	
	Common Stock
	
	
	
	Additional
	
	Other
	
	Accumulated
	
	Total
	

	
	
	
	
	
	
	
	
	Paid-in
	Comprehensive
	
	
	
	Stockholders’
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(in thousands, except share amounts)
	Shares
	Amount
	
	
	
	Capital
	
	Losses
	
	Deficit
	
	Equity
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of December 31, 2022
	97,209,213
	
	$
	2
	
	$
	609,849
	
	$
	(384)
	
	$
	(293,197)
	
	$
	316,270
	

	Issuance of common stock upon exercise of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	stock options
	18,596
	
	
	—
	
	68
	
	
	—
	
	—
	
	68
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation expense
	—
	
	—
	
	1,681
	
	
	—
	
	—
	
	1,681
	

	Change in unrealized loss on investments, net of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	tax
	—
	
	—
	
	—
	
	179
	
	
	—
	
	179
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss
	—
	
	—
	
	—
	
	—
	
	(39,397)
	
	
	(39,397)
	

	Balance as of March 31, 2023
	97,227,809
	
	
	2
	
	
	611,598
	
	
	(205)
	
	
	(332,594)
	
	
	278,801
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Issuance of common stock upon exercise of stock
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	options
	42,106
	
	
	—
	
	166
	
	
	—
	
	—
	
	166
	

	Stock-based compensation expense
	—
	
	—
	
	3,583
	
	
	—
	
	—
	
	3,583
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Change in unrealized loss on investments, net of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	tax
	—
	
	—
	
	—
	
	(63)
	
	
	—
	
	(63)
	

	Net loss
	—
	
	—
	
	—
	
	—
	
	(42,385)
	
	
	(42,385)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of June 30, 2023
	97,269,915
	
	$
	2
	
	$
	615,347
	
	$
	(268)
	
	$
	(374,979)
	
	$
	240,102
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.





8
[image: ]


PRIME MEDICINE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

	
	
	
	Six Months Ended
	
	

	
	
	
	June 30,
	
	

	(in thousands)
	
	
	
	
	
	

	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	

	Cash flows used in operating activities:
	
	
	
	
	
	

	Net loss
	$
	(101,088)
	
	$
	(81,782)
	

	
	
	
	
	
	
	
	

	Adjustments to reconcile net loss to net cash used in operating activities
	
	
	
	
	
	

	Stock-based compensation expense
	
	13,300
	
	
	5,264
	

	
	
	
	
	
	
	
	

	Non cash lease expense
	
	7,917
	
	
	6,304
	

	Depreciation expense
	
	2,853
	
	
	2,170
	

	
	
	
	
	
	
	
	

	Change in fair value of short-term investment — related party
	
	759
	
	
	1,438
	

	Amortization of premiums and discount on short-term investments
	
	(2,079)
	
	
	(1,403)
	

	
	
	
	
	
	
	
	

	Deferred income taxes
	
	—
	
	(171)
	

	Changes in operating assets and liabilities:
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Prepaid expenses and other current assets
	
	(2,519)
	
	
	(5,299)
	

	Accounts payable
	
	(9,230)
	
	
	1,104
	

	
	
	
	
	
	
	
	

	Accrued expenses and other current liabilities
	
	(3,939)
	
	
	(3,438)
	

	Accrued settlement payment — related party
	
	(13,500)
	
	
	—
	

	
	
	
	
	
	
	
	

	Lease liabilities
	
	(5,672)
	
	
	(6,569)
	

	Net cash used in operating activities
	
	(113,198)
	
	
	(82,382)
	

	
	
	
	
	
	
	
	

	Cash flows (used in) provided by investing activities:
	
	
	
	
	
	

	Maturities of investments
	
	110,000
	
	
	65,000
	

	
	
	
	
	
	
	
	

	Purchases of investments
	
	(135,912)
	
	
	(45,659)
	

	Purchases of property and equipment
	
	(4,226)
	
	
	(3,975)
	

	
	
	
	
	
	
	
	

	Payments of security deposits
	
	—
	
	(170)
	

	Net cash (used in) provided by investing activities
	
	(30,138)
	
	
	15,196
	

	
	
	
	
	
	
	
	

	Cash flows provided by financing activities:
	
	
	
	
	
	

	Proceeds from follow-on offering, net of issuance costs
	
	132,055
	
	
	—
	

	
	
	
	
	
	
	
	

	Proceeds from issuance of pre-funded warrants, net of issuance costs
	
	18,800
	
	
	—
	

	Proceeds from research and development funding liability
	
	6,000
	
	
	—
	

	
	
	
	
	
	
	
	

	Proceeds from ESPP offerings
	
	436
	
	
	—
	

	Net proceeds from stock option exercises
	
	71
	
	
	143
	

	
	
	
	
	
	
	
	

	Net cash provided by financing activities
	
	157,362
	
	
	143
	

	
	
	
	
	
	
	
	

	Net change in cash, cash equivalents, and restricted cash
	
	14,026
	
	
	(67,043)
	

	Cash, cash equivalents, and restricted cash at beginning of period
	
	55,070
	
	
	201,116
	

	
	
	
	
	
	
	
	

	Cash, cash equivalents, and restricted cash at end of period
	$
	69,096
	
	$
	134,073
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Reconciliation of cash, cash equivalents and restricted cash:
	
	
	
	
	
	

	Cash, cash equivalents, and restricted cash at end of period
	$
	69,096
	
	$
	134,073
	

	
	
	
	
	
	
	
	

	Less: restricted cash
	
	13,496
	
	
	13,496
	

	Total cash, and cash equivalents
	$
	55,600
	
	$
	120,577
	

	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PRIME MEDICINE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

	
	
	
	Six Months Ended
	
	

	
	
	
	June 30,
	
	

	(in thousands)
	
	
	
	
	
	

	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	

	Supplemental cash flow information:
	
	
	
	
	
	

	Right-of-use assets obtained in exchange for new operating lease liabilities
	$
	44,935
	
	$
	3,265
	

	
	
	
	
	
	
	
	

	Supplemental disclosure of non-cash investing and financing activities:
	
	
	
	
	
	

	Purchases of property and equipment included in accounts payable and accrued expenses
	$
	355
	
	$
	712
	

	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PRIME MEDICINE, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Nature of the Business and Basis of Presentation

Prime Medicine, Inc., together with its consolidated subsidiary (the “Company”) is a biotechnology company committed to delivering a new class of differentiated one-time curative genetic therapies to address the widest spectrum of diseases. The Company is deploying Prime Editing technology, which it believes is a versatile, precise, and efficient gene editing technology. The Company was incorporated in the State of Delaware in September 2019. Its principal offices are in Cambridge, Massachusetts.

Liquidity and Capital Resources

Since its inception, the Company has devoted substantially all of its resources to building its Prime editing platform and advancing development of its portfolio of programs, establishing and protecting its intellectual property, conducting research and development activities, organizing and staffing the company, business planning, raising capital and providing general and administrative support for these operations. To date, the Company has funded its operations primarily with proceeds from sales of preferred stock and from public offerings of its common stock.

In February 2024, the Company issued and sold 22,560,001 shares of its common stock, including 3,360,000 shares pursuant to the exercise of the underwriters’ option to purchase additional shares, at a price to the public of $6.25 per share. Further, in lieu of common stock to certain investors, the Company sold pre-funded warrants to purchase 3,200,005 shares of common stock at a public offering price of $6.24999 per pre-funded warrant, which represents the per share public offering price of each share of common stock less the $0.00001 per share exercise price for each pre-funded warrant. As a result of the offering, the Company received approximately $150.9 million in net proceeds, after deducting underwriting discounts, commissions and estimated offering costs of $10.1 million.

Since its inception, the Company has incurred substantial losses and, as of June 30, 2024, the Company had an accumulated deficit of $592.4 million. The Company expects to generate operating losses and negative operating cash flows for the foreseeable future. As of June 30, 2024, the Company maintains cash, cash equivalents, and investments of $162.9 million.

Going Concern

In accordance with Accounting Standards Codification (“ASC”) 205-40, Going Concern, ("ASC 205-40") the Company evaluated whether there are conditions and events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern within one year after the date on which this Quarterly Report on Form 10-Q is filed. Based on the Company's cash, cash equivalents, short-term investments, and related party short-term investments as of June 30, 2024, the Company's current and forecasted level of operations, and its forecasted cash flows, the Company’s ability to continue as a going concern is dependent upon its ability to obtain the necessary financing to meet its obligations and repay its liabilities arising from normal business operations when they come due, and to generate profitable operations in the future. Management plans to provide for the Company’s capital requirements through financing or other transactions, and selling shares under the Company's “at the market offering” program. There can be no assurance that the Company will be able to raise additional capital to fund operations with terms acceptable to the Company, or at all. Because certain elements of management’s plans to mitigate the conditions that raised substantial doubt about the Company’s ability to continue as a going concern are outside of the Company’s control, including the ability to raise capital through an equity or other financing, those elements cannot be considered probable according to ASC 205-40, and therefore cannot be considered in the evaluation of mitigating factors. As a result, management has concluded that substantial doubt exists about the Company’s ability to continue as a going concern for 12 months from the date these condensed consolidated financial statements are issued.
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The condensed consolidated financial statements as of June 30, 2024 have been prepared under the assumption that the Company will continue as a going concern for the next 12 months and that contemplates the realization of assets and satisfaction of liabilities and commitments in the normal course of business. The Company’s ability to continue as a going concern is dependent upon its uncertain ability to obtain additional capital, reduce expenditures and/or execute on its business plan. These condensed consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Risks and Uncertainties

The Company is subject to risks and uncertainties common to early stage companies in the biotechnology industry, including, but not limited to, completing preclinical studies and clinical trials, obtaining regulatory approval for product candidates, market acceptance of products, development by competitors of new technological innovations, dependence on key personnel, the ability to attract and retain qualified employees, reliance on third-party organizations, protection of proprietary technology, compliance with government regulations, and the ability to raise additional capital to fund operations. The Company’s product candidates currently under development will require significant additional research and development efforts, including extensive preclinical and clinical testing and regulatory approval prior to commercialization. These efforts require significant amounts of additional capital, adequate personnel and infrastructure, and extensive compliance-reporting capabilities. Even if the Company’s development efforts are successful, it is uncertain when, if ever, the Company will realize significant revenue from product sales.

The Company will need to raise additional capital to support its continuing operations and to pursue its growth strategy. Until such time as the Company can generate significant revenue from product sales, if ever, it expects to finance its operations through a combination of equity offerings, debt financings, collaborations, strategic alliances and licensing arrangements. The Company may be unable to raise additional capital or enter into such other agreements when needed on favorable terms or at all. The inability to raise capital as and when needed would have a negative impact on the Company’s financial condition and its ability to pursue its business strategy. The Company will need to generate significant revenue to achieve profitability, and it may never do so.

Basis of Presentation

The accompanying condensed consolidated financial statements reflect the operations of the Company and its wholly-owned subsidiary. Intercompany balances and transactions have been eliminated in consolidation. The accompanying condensed consolidated financial statements have been prepared in conformity with generally accepted accounting principles in the United States of America (“U.S. GAAP”). Any reference in these notes to applicable guidance is meant to refer to the authoritative GAAP as found in the ASC and Accounting Standards Updates (“ASU”) of the Financial Accounting Standards Board (“FASB”).

The accompanying condensed consolidated financial statements of Prime Medicine, Inc. are unaudited. The unaudited interim condensed consolidated financial statements have been prepared on the same basis as the audited annual consolidated financial statements and, in the opinion of management, reflect all adjustments, which include only normal recurring adjustments, necessary for the fair statement of the Company’s financial position as of June 30, 2024, the results of its operations for the three and six months ended June 30, 2024 and 2023, the condensed consolidated statements of stockholders’ equity for the three and six months ended June 30, 2024 and 2023, and its cash flows for the six months ended June 30, 2024 and 2023. The financial data and other information disclosed in these notes related to the three and six months ended June 30, 2024 and 2023 are also unaudited. The results for the three and six months ended June 30, 2024 are not necessarily indicative of results to be expected for the year ending December 31, 2024, any other interim periods, or any future year or period. The condensed consolidated balance sheet data as of December 31, 2023 was derived from our audited financial statements, but does not include all disclosures required by U.S. GAAP. These interim financial statements should be read in conjunction with the audited financial statements as of and for the year ended December 31, 2023, and notes thereto, which are included in the Company’s Annual Report on Form 10-K that was filed with the Securities and Exchange Commission (the “SEC”) on March 1, 2024.
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Change in Presentation

As of June 30, 2024, the Company disaggregated “Other income, net” on the condensed consolidated statements of operations and comprehensive loss into “Accretion (amortization) of investments,” “Interest income,” and “Other income, net”. This presentation has been conformed for all periods presented and had no impact on previously reported results.

2. Summary of Significant Accounting Policies

The Company’s significant accounting policies are disclosed in Note 2, Summary of significant accounting policies, in the audited consolidated financial statements for the year ended December 31, 2023, and notes thereto, included in the Company’s Annual Report on Form 10-K that was filed with the SEC on March 1, 2024. Since the date of those financial statements, there have been no material changes to its significant accounting policies, except as noted below.

Use of Estimates

The preparation of the Company’s condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenues and expenses during the reporting periods. Significant estimates and assumptions reflected within these condensed consolidated financial statements include, but are not limited to the valuation of the Company’s common stock and stock-based awards. The Company bases its estimates on historical experience, known trends and other market-specific or other relevant factors that it believes to be reasonable under the circumstances. On an ongoing basis, management evaluates its estimates, as there are changes in circumstances, facts and experience. Actual results may differ materially from those estimates or assumptions.

Warrants

Management assesses warrants under ASC 480, Distinguishing Liabilities from Equity to determine whether they should be classified as equity or liability. If the classification is determined to be equity, proceeds received for the warrants are recorded as an increase to additional paid-in capital in the condensed consolidated balance sheets. If classified as a liability, the Company records the warrant as a liability on its consolidated balance sheet and remeasures this liability to fair value at each reporting date and recognizes changes in the fair value of the warrant liability as a component of other expense in the condensed consolidated statements of operations and comprehensive loss.

Recently Issued Accounting Pronouncements Not Yet Adopted

In November 2023, the FASB issued ASU No. 2023-07, Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures, which requires all public entities, including public entities with a single reportable segment, to provide in interim and annual periods one or more measures of segment profit or loss used by the chief operating decision maker to allocate resources and assess performance. In addition, this guidance requires disclosures of significant segment expenses and other segment items as well as incremental qualitative disclosures. This guidance is effective for fiscal years beginning after December 15, 2023, and interim periods after December 15, 2024, with retrospective application required, and early adoption permitted. The Company is currently in the process of evaluating the effects of this guidance on its related disclosures.

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures, which requires enhanced income tax disclosures, including specific categories and disaggregation of information in the effective tax rate reconciliation, disaggregated information related to income taxes paid, income or loss from continuing operations before income tax expense or benefit, and income tax expense or benefit from continuing operations. This guidance is effective for annual periods beginning after December 15, 2024, with early adoption permitted. The Company is currently in the process of evaluating the impact of this pronouncement on its related disclosures.
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Other accounting standards that have been issued by the FASB or other standards-setting bodies that do not require adoption until a future date are not expected to have a material impact on our financial statements upon adoption.

3. Fair Value Measurements and Investments

The following tables present the Company’s fair value hierarchy for its assets that are measured at fair value on a recurring basis and indicate the level of the fair value hierarchy utilized to determine such fair value:

	
	
	
	
	
	
	As of June 30, 2024:
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	
	
	

	
	
	Level 1
	
	Level 2
	Level 3
	
	
	
	Total
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash equivalents:
	
	
	
	
	
	
	
	
	
	
	
	

	Money market funds
	$
	—
	$
	55,106
	
	$
	—
	$
	55,106
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term investments:
	
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury and government securities
	
	—
	
	68,850
	
	
	—
	
	68,850
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Corporate debt securities
	
	—
	
	33,725
	
	
	—
	
	33,725
	

	Related party short-term investment:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Beam equity securities
	
	4,693
	
	
	—
	
	—
	
	4,693
	

	Total cash equivalents and investments
	$
	4,693
	
	$
	157,681
	
	$
	—
	
	$
	162,374
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	As of December 31, 2023:
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	
	
	

	
	
	Level 1
	
	Level 2
	Level 3
	
	
	
	Total
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash equivalents:
	
	
	
	
	
	
	
	
	
	
	
	

	Money market funds
	$
	—
	$
	24,209
	
	$
	—
	$
	24,209
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term investment:
	
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury and government securities
	
	—
	
	74,639
	
	
	—
	
	74,639
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Related party short-term investment:
	
	
	
	
	
	
	
	
	
	
	
	

	Beam equity securities
	
	5,452
	
	
	—
	
	—
	
	5,452
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total cash equivalents and investments
	$
	5,452
	
	$
	98,848
	
	$
	—
	$
	104,300
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



The Company classifies its U.S. Treasury securities as short-term based on each instrument’s underlying contractual maturity date. The fair value of the Company’s U.S. Treasury securities, corporate debt securities, and money market funds are classified as Level 2 because they are valued using observable inputs to quoted market prices, benchmark yields, reported trades, broker/dealer quotes or alternative pricing sources with reasonable levels of price transparency and U.S. Treasury securities.

Investments in Debt Securities

Unrealized gains and losses of investments in debt securities consisted of the following:

As of June 30, 2024:
[image: ]

	(in thousands)
	
	Amortized Cost
	
	Unrealized Gains
	
	Unrealized Losses
	
	Fair Value

	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term investments in debt securities:
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury and government securities
	$
	68,892
	
	$
	—
	$
	(42)
	
	$
	68,850

	
	
	
	
	
	
	
	
	
	
	
	
	

	Corporate debt securities
	
	33,753
	
	
	—
	
	(28)
	
	
	33,725

	Total short-term investments in debt securities
	$
	102,645
	
	$
	—
	
	$
	(70)
	
	$
	102,575
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	As of December 31, 2023:
	
	

	(in thousands)
	
	
	
	
	

	
	Amortized Cost
	Unrealized Gains
	Unrealized Losses
	Fair Value
	


[image: ]

Short-term investments:

	U.S. Treasury and government securities
	$
	74,654
	
	$
	7
	
	$
	(22)
	
	$
	74,639

	
	
	
	
	
	
	
	
	
	
	
	

	Total short-term investments in debt securities
	$
	74,654
	
	$
	7
	
	$
	(22)
	
	$
	74,639

	
	
	
	
	
	
	
	
	
	
	

	The contractual maturities of the Company’s investments in debt securities held were as follows:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	June 30,
	
	December 31,

	(in thousands)
	
	
	
	
	
	
	
	2024
	
	
	2023

	
	
	
	
	
	
	
	
	
	
	
	

	Due within one year
	
	
	
	
	
	
	$
	102,575
	
	$
	74,639

	Marketable securities in unrealized loss positions consisted of the following:
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	As of June 30, 2024:
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Gross Unrealized

	(in thousands, except number of securities)
	
	
	
	Number of Securities
	
	Fair Value
	
	Losses

	
	
	
	
	
	
	
	
	
	
	
	

	Investments in continuous loss position for less than 12 months:
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury and government securities
	
	
	
	
	16
	
	$
	68,849
	
	$
	(42)

	
	
	
	
	
	
	
	
	
	
	
	

	Corporate debt securities
	
	
	
	
	19
	
	$
	33,725
	
	$
	(28)

	
	
	
	
	
	
	
	
	
	
	
	



Based on factors such as historical experience, market data, issuer-specific factors, and current economic conditions, the Company did not record an allowance for credit losses as of June 30, 2024 related to these investments. Further, given the lack of significant change in the credit risk, the Company does not consider these investments to be impaired.

	4.
	Property and Equipment, Net
	
	
	
	
	
	
	
	
	
	
	
	
	

	Property and equipment, net consisted of the following:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	June 30,
	
	December 31,
	

	(in thousands)
	
	
	
	
	
	
	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Property and equipment:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Laboratory equipment
	
	
	
	
	
	
	
	$
	25,352
	
	$
	23,873
	

	
	Leasehold improvement
	
	
	
	
	
	
	
	
	5,463
	
	
	579
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Furniture and Fixture
	
	
	
	
	
	
	
	
	1,059
	
	
	278
	

	
	Computer hardware and software
	
	
	
	
	
	
	
	
	869
	
	
	11
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Construction in progress
	
	
	
	
	
	
	
	
	1,406
	
	
	5,402
	

	Total property and equipment
	
	
	
	
	
	
	
	
	34,149
	
	
	30,143
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Less: Accumulated depreciation
	
	
	
	
	
	
	
	
	(10,337)
	
	
	(7,484)
	

	Total property and equipment, net
	
	
	
	
	
	
	
	$
	23,812
	
	$
	22,659
	

	Depreciation expense related to property and equipment is as follows:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Three Months Ended June 30,
	
	
	
	
	Six Months Ended June 30,
	

	(in thousands)
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2024
	
	2023
	
	
	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation Expense
	$
	1,538
	
	$
	1,118
	
	
	$
	2,853
	
	$
	2,170
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	5.
	Accrued Expenses and Other Current Liabilities
	
	
	
	
	

	Accrued expenses and other current liabilities consisted of the following:
	
	
	
	
	

	
	
	
	
	June 30,
	
	December 31,

	(in thousands)
	
	2024
	
	
	2023

	
	
	
	
	
	
	

	Accrued expenses and other current liabilities
	
	
	
	
	

	
	Accrued employee compensation and benefits
	$
	4,986
	
	$
	8,270

	
	
	
	
	
	
	
	

	
	Accrued professional fees
	
	3,836
	
	
	2,273

	
	Lab-related supplies and services
	
	1,101
	
	
	1,962

	
	
	
	
	
	
	
	

	
	Other
	
	972
	
	
	1,605

	Total accrued expenses and other current liabilities
	$
	10,895
	
	$
	14,110

	
	
	
	
	
	
	
	



6. Leases

The Company leases office and laboratory space under various non-cancelable operating leases. The Company’s significant lease agreements are disclosed in Note 9, Leases, in the audited consolidated financial statements for the year ended December 31, 2023, and notes thereto, included in the Company’s Annual Report on Form 10-K that was filed with the SEC on March 1, 2024. Since the date of those financial statements, there have been no changes to the Company’s significant agreements except as described below.

60 First Street, Cambridge, Massachusetts Lease

In November 2021, the Company entered into a lease for three floors of office and laboratory space in Cambridge, Massachusetts, with rent commencing in March 2024, subject to any credits pursuant to the terms of the lease. Subsequent to the initial non-cancelable term of the lease of ten years, the Company has an option to extend the lease for an additional period of ten years with the rent during the extension term being the then fair market rent. The Company secured the lease with a $13.1 million security deposit, which was recorded as restricted cash on the condensed consolidated balance sheets as of June 30, 2024 and December 31, 2023.

Accounting Considerations

The Company determined that the lease contained three separate lease components each of which represents a right of use that the Company can benefit from on its own and none which are neither highly dependent nor highly related to each other. The Company allocated the consideration among the three lease components based on their relative fair market value.

In accordance with ASC 842, Leases, the lease commenced for one of the lease components in March 2024 and the Company recorded a right-of-use asset of $44.9 million, and a corresponding lease liability of $33.6 million on the lease commencement date; this includes a reclass of $11.3 million from prepaid expenses to right-of-use asset related to build out costs which were determined to be owned by the lessor. As the exercise of the option to extend the lease term was not reasonably certain, the Company will recognize lease expense for this lease component through February 2034.

The lease commencement for the other two lease components is expected to occur in 2025. Any consideration paid to lease components for which the lease has not commenced are recorded as prepaid expense on the condensed consolidated balance sheets.
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The table below reconciles the undiscounted future annual lease payments to the total operating lease liabilities recorded in the condensed consolidated balance sheet as of June 30, 2024:

	
	
	
	Undiscounted

	(in thousands)
	
	Amounts

	
	
	
	

	Undiscounted lease payments:
	
	

	Remaining in 2024
	$
	3,176

	
	
	
	

	2025
	
	
	18,584

	2026
	
	
	21,339

	
	
	
	

	2027
	
	
	20,812

	2028
	
	
	20,853

	
	
	
	

	Thereafter
	
	118,079

	Total undiscounted lease payments
	
	202,843

	
	
	
	

	Less: payments related to leases not commenced
	
	(129,850)

	Less: imputed interest
	
	(31,410)

	
	
	
	

	Total operating lease liability
	$
	41,583

	
	
	
	



7. Stockholder’s Equity

Common Stock

Under the Company’s Third Amended and Restated of Certificate of Incorporation, as amended, the Company’s common stock had a par value of $0.0001 and each share of common stock entitles the holder to one vote on all matters submitted to the stockholders for a vote. The holders of common stock are entitled to receive dividends, if any, as declared by the Company’s Board of Directors (the “Board of Directors”).

As previously discussed, in February 2024, the Company issued and sold 22,560,001 shares of its common stock, including 3,360,000 shares pursuant to the exercise of the underwriters’ option to purchase additional shares, at a price to the public of $6.25 per share.

Pre-funded Warrants

As discussed in Note 1, Nature of the Business and Basis of Presentation, in February 2024, the Company sold pre-funded warrants to purchase 3,200,005 shares of common stock at a public offering price of $6.24999 per pre-funded warrant, which represents the per share public offering price of each share of common stock less the $0.00001 per share exercise price for each pre-funded warrant. Subject to certain requirements, the pre-funded warrants can be exercised by the holder at anytime. As of June 30, 2024, there have not been any exercises of the pre-funded warrants.

The pre-funded warrants meet the definition of an equity instrument under ASC 815-40, Derivatives and Hedging — Contracts in Entity’s Own Equity, and funds received were recorded as an increase in additional paid-in capital in the condensed consolidated balance sheets. Funds received upon exercise of warrants will be recorded as common stock in the condensed consolidated balance sheets as the exercise price represents the par value of the underlying common stock.

At-The-Market Equity Program

In November 2023, the Company entered into Open Market Sale AgreementSM (the “Sales Agreement”) with Jefferies LLC, acting as the Company’s agent and/or principal (the “Sales Agent”), with respect to an “at the market offering” program under which the Company may, from time to time, at its sole discretion, issue and sell shares of its common stock having an aggregate offering price of up to $300.0 million through the Sales Agent. As of June 30, 2024, there have been no sales of common stock pursuant to the Sales Agreement.
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8. Stock-Based Compensation

2019 Equity Incentive Plan

The Company’s 2019 Stock Option and Grant Plan (the “2019 Plan”) provides for the Company to grant incentive stock options (“ISO”), non-qualified stock options, unrestricted stock awards, restricted stock awards (“RSA”) and other stock-based awards (collectively, the “Awards”) to the officers, employees, consultants and other key persons of the Company. The 2019 Plan was administered by the Board of Directors, or at the discretion of the Board of Directors, by a committee of the Board of Directors. The exercise prices, vesting and other restrictions are determined at the discretion of the Board of Directors, or its committee if so delegated.

In October 2022, in connection with the closing of the Company’s initial public offering (“IPO”), the Board of Directors determined that no further awards would be granted under the 2019 Plan.

2022 Stock Option and Incentive Plan

On February 9, 2022, the Board of Directors adopted, and on October 10, 2022, the Company’s stockholders approved, the 2022 Stock Option and Incentive Plan (the “2022 Plan”), which became effective on October 18, 2022. The 2022 Plan allows the Company to make equity-based and cash-based incentive awards to its officers, employees, directors, and consultants. The 2022 Plan provides for the grant of incentive stock options, non-qualified stock options, stock appreciation rights, restricted stock awards, restricted stock units and other stock-based awards.

The shares of common stock underlying any awards under the 2022 Plan and the 2019 Plan that are forfeited, cancelled, held back upon exercise or settlement of an award to satisfy the exercise price or tax withholding, reacquired by the Company prior to vesting, satisfied without the issuance of stock, expire, or are otherwise terminated (other than by exercise) will be added back to the shares of common stock available for issuance under the 2022 Plan. The number of shares reserved and available for issuance under the 2022 Plan increased on January 1, 2023 and will increase on each January 1 hereafter, by five percent of the outstanding number of shares of common stock on the immediately preceding December 31 or such lesser number of shares as determined by the Compensation Committee. On January 1, 2023, the annual increase resulted in an additional 4,868,856 shares authorized being added to the 2022 Plan. As of June 30, 2024, the Company had 21,530,955 shares reserved under the 2022 Plan and the 2019 Plan, and 8,846,990 shares available for issuance under the 2022 Plan.

2022 Employee Stock Purchase Plan

On February 9, 2022, the Board of Directors adopted, and on October 10, 2022, the Company’s stockholders approved, the 2022 Employee Stock Purchase Plan (the “2022 ESPP”), which became effective on October 18, 2022.

The number of shares of common stock that may be issued under the 2022 ESPP cumulatively increased beginning on January 1, 2023 and shall increase on each January 1 hereafter through January 1, 2032, by the least of (i) 971,350 shares of common stock, (ii) one percent of the outstanding number of shares of common stock on the immediately preceding December 31, or (iii) such number of shares of common stock as determined by the administrator of the 2022 ESPP. There was no annual increase for the 2022 ESPP on January 1, 2024. As of June 30, 2024, the Company had 1,868,212 shares available for issuance under the 2022 Plan.

During the six months ended June 30, 2024, the Company issued 74,488 shares of the Company’s common stock under the 2022 ESPP.
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Stock Options

The following table summarizes the Company’s stock option activity for the six months ended June 30, 2024:

	
	
	
	
	Weighted-Average

	
	Number of Shares
	
	Exercise Price

	
	
	
	
	

	Outstanding at December 31, 2023
	7,641,863
	
	$
	9.79

	Granted
	4,268,210
	
	
	8.16

	
	
	
	
	

	Exercised
	(19,203)
	
	
	3.70

	Cancelled or forfeited
	(268,635)
	
	
	11.34

	
	
	
	
	

	Outstanding at June 30, 2024
	11,622,235
	
	$
	9.17

	
	
	
	
	

	Options vested and exercisable at June 30, 2024
	3,682,315
	
	$
	8.44

	
	
	
	
	

	Options vested and expected to vest at June 30, 2024
	11,622,235
	
	$
	9.17

	
	
	
	
	



As of June 30, 2024, there was $52.6 million of total unrecognized compensation cost related to time-based unvested stock options the Company expects to recognize such amount over a remaining weighted-average period of 2.6 years.

Performance-Based Stock Options

The following table summarizes the Company’s performance-based stock option activity for the six months ended June 30, 2024:

	
	
	
	
	Weighted-Average

	
	
	
	
	Grant Date Fair

	
	Number of Shares
	
	Value

	
	
	
	
	

	Outstanding at December 31, 2023
	411,730
	
	$
	6.65

	Granted
	650,000
	
	
	7.74

	
	
	
	
	

	Exercised
	—
	
	—

	Cancelled or forfeited
	—
	
	—

	
	
	
	
	

	Outstanding at June 30, 2024
	1,061,730
	
	$
	7.31

	
	
	
	
	

	Vested and exercisable at June 30, 2024
	385,208
	
	$
	6.72

	
	
	
	
	



As of June 30, 2024, there was $4.0 million of total unrecognized compensation cost related to performance-based stock options. Restricted Common Stock Awards

The Company awarded restricted common stock to employees and non-employees under its 2019 Plan. The vesting of these restricted stock awards are time-based or performance-based.
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Time-Based Restricted Common Stock

The following table summarizes the Company’s time-based restricted common stock activity for the six months ended June 30, 2024:

	
	
	
	
	Weighted-Average

	
	Number of Shares
	Grant-Date Fair Value

	
	
	
	
	

	Outstanding at December 31, 2023
	903,227
	
	$
	0.17

	Issued
	—
	
	—

	
	
	
	
	

	Vested
	(641,470)
	
	
	0.14

	Repurchased
	(4,423)
	
	
	0.34

	
	
	
	
	

	Outstanding at June 30, 2024
	257,334
	
	$
	0.23

	
	
	
	
	



As of June 30, 2024, there was $0.1 million of total unrecognized compensation cost related to unvested time-based restricted common stock which the Company expects to recognize over a weighted-average period of 0.4 years.

Performance-Based Restricted Common Stock

The following table summarizes the Company’s performance-based restricted common stock activity for the six months ended June 30, 2024:

	
	
	
	
	Weighted-Average

	
	Number of Shares
	Grant-Date Fair Value

	
	
	
	
	

	Outstanding at December 31, 2023
	3,832,769
	
	$
	0.07

	Issued
	—
	
	—

	
	
	
	
	

	Vested
	(360,226)
	
	
	0.18

	Repurchased
	—
	
	—

	
	
	
	
	

	Outstanding at June 30, 2024
	3,472,543
	
	$
	0.06

	
	
	
	
	



As of June 30, 2024, there was $0.2 million of total unrecognized compensation cost related to unvested performance-based restricted common stock. Stock-Based Compensation

The following table below summarizes the classification of the Company’s stock-based compensation expense related to stock options and restricted common stock awards in the condensed consolidated statements of operations and comprehensive loss:

	
	
	
	Three Months Ended
	
	Six Months Ended
	
	

	
	
	
	June 30,
	
	
	
	June 30,
	
	

	(in thousands)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2024
	
	
	2023
	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation expense:
	
	
	
	
	
	
	
	
	
	
	
	

	Research and development
	$
	4,221
	
	$
	2,164
	
	$
	6,946
	
	$
	3,334
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	General and administrative
	
	3,870
	
	
	1,419
	
	
	6,354
	
	
	1,930
	

	Total stock-based compensation expense
	$
	8,091
	
	$
	3,583
	
	$
	13,300
	
	$
	5,264
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



9. Significant Agreements

The Company’s significant agreements are disclosed in Note 11, License and Collaboration Agreements, in the audited consolidated financial statements for the year ended December 31, 2023, and notes thereto, included in the Company’s Annual Report on Form 10-K that was filed with the SEC on March 1, 2024. Since the date of those financial statements, there have been no changes to the Company’s significant agreements.
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10. Net Loss per Share

Basic and diluted net loss per common share attributable to common stockholders was calculated as follows:

	
	
	
	Three Months Ended
	
	Six Months Ended
	
	

	
	
	
	June 30,
	
	
	
	June 30,
	
	

	(in thousands, except share and per share amounts)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2024
	
	
	2023
	
	
	2024
	
	
	2023
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Numerator:
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss attributable to common stockholders
	$
	(55,327)
	
	$
	(42,385)
	
	$
	(101,088)
	
	$
	(81,782)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Denominator:
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted-average common shares outstanding, basic and diluted
	
	119,188,866
	
	
	90,467,298
	
	
	111,827,522
	
	
	89,769,970
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss per share attributable to common stockholders, basic and
	$
	(0.46)
	
	$
	(0.47)
	
	$
	(0.90)
	
	$
	(0.91)
	

	diluted
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



The weighted-average number of common shares outstanding used in the basic and diluted net loss per share calculations includes the weighted-average effect of pre-funded warrants sold by the Company to purchase 3,200,005 shares of the Company's common stock. The shares of common stock underlying the pre-funded warrants are considered outstanding for the purposes of computing earnings per share, because the shares may be issued for little or no consideration, they are fully vested, and the pre-funded warrants are immediately exercisable upon their issuance date.

Diluted net loss per share available to common stockholders is computed by giving effect to all potentially dilutive common stock equivalents outstanding for the period. For purposes of this calculation, preferred stock, unvested restricted stock and stock options to purchase common stock were considered common stock equivalents but had been excluded from the calculation of diluted net loss per share available to common stockholders as their effect was anti-dilutive. In periods in which the Company reports a net loss available to common stockholders, diluted net loss per share available to common stockholders is the same as basic net loss per share available to common stockholders, since dilutive common shares are not assumed to have been issued if their effect is anti-dilutive.

The following common stock equivalents were excluded from the calculation of diluted net loss per share applicable to common stockholders for the periods indicated because including them would have had an anti-dilutive effect:




Anti-dilutive common stock equivalents:
[image: ]

Options to purchase common stock
[image: ]

Unvested restricted common stock

Total anti-dilutive common stock equivalents:

11. Related Party Transactions

Consulting Agreement with David Liu



As of June 30,
[image: ]

2024	2023

12,007,443	7,325,808

3,729,877	6,140,806
[image: ]

15,737,320	13,466,614
[image: ]


Pursuant to a Consulting Agreement dated September 13, 2019 (as may be amended, restated or otherwise modified from time to time in accordance with its terms, the “Consulting Agreement”), between the Company and David Liu, for the three months ended June 30, 2024 and 2023, the Company made payments of $37,500 in each period, and for the six months ended June 30, 2024 and 2023, the Company made payments of $75,000 in each period for scientific consulting and other expenses. As of June 30, 2024 and December 31, 2023, there were no amounts included within accounts payable or accrued expenses.

On July 31, 2024, the Company and David Liu entered into a Second Amendment to the Consulting Agreement, which terminates the Consulting Agreement, effective September 1, 2024. The Consulting Agreement will be terminated in order for Dr. Liu to comply with his obligations as an investigator of Howard Hughes Medical
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Institute. The decision to terminate the Consulting Agreement was not the result of any dispute or disagreement with the Company or the Board of Directors on any matter relating to the operations, policies, or practices of the Company.

Myeloid Therapeutics

In December 2021, the Company and Myeloid entered into the Myeloid Collaboration Agreement and Myeloid Subscription Agreement during which time the Company and Myeloid had one common board member, who is also an affiliate of Newpath, one of the Company’s holders of common stock. In 2023, the Company terminated the Myeloid Collaboration Agreement.

In January 2024, the Company and Myeloid entered into a settlement agreement resolving two arbitration proceedings, which are described in Note 10, Licenses and Collaboration Agreements, in our Annual Report on Form 10-K for the year ended December 31, 2023, filed with the SEC on March 1, 2024. Under the terms of the settlement agreement, the parties agreed to resolve and settle all disputes between the parties and release all claims between them relating to the License Agreement and the arbitrations in exchange for the Company's payment to Myeloid of $13.5 million, certain mutual covenants, and other consideration. The settlement was accrued on the Company’s consolidated balance sheet as of December 31, 2023 and paid during the six months ended June 30, 2024. As of June 30, 2024, there were no amounts included within accounts payable or accrued expenses.

Advisory Services Agreement with Jeffrey Marrazzo

In February 2024, the Company entered into an advisory services agreement (“Marrazzo Agreement”) with Jeffrey Marrazzo, a member of the Board of Directors. Under the Marrazzo Agreement, Mr. Marrazzo agreed to provide certain professional services to the Company separate from and in addition to his service as a Board member. For his services, the Company agreed to pay Mr. Marrazzo an annual fee of $50,000 per year in addition to the grant of an option to purchase 250,000 shares of the Company’s common stock, which has a grant date fair value of $1.5 million.

The term of the Marrazzo Agreement runs through February 2025 and may be terminated or extended by mutual written agreement. If the Company terminates the Marrazzo Agreement without “Cause,” the administrator of the 2022 Plan will accelerate the vesting of the option such that the pro rata portion of the option will vest and be immediately exercisable.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis of our financial condition and results of operations together with our condensed consolidated financial statements and the related notes thereto included elsewhere in this Quarterly Report on Form 10-Q and our audited consolidated financial statements and notes and Management’s Discussion and Analysis of Financial Condition and Results of Operations, included in our Annual Report on Form 10-K for the year ended December 31, 2023, filed with the SEC on March 1, 2024. As discussed in the section titled “Special Note Regarding Forward-Looking Statements,” the following discussion and analysis contains forward-looking statements that involve risks and uncertainties, such as statements regarding our plans, objectives, expectations, intentions, or projections, as well as assumptions that, if they never materialize or prove incorrect, could cause our results to differ materially from those discussed in these forward-looking statements. Factors that could cause or contribute to such differences include, but are not limited to, those discussed in the “Risk Factors” section of our Annual Report on Form 10-K for the year ended December 31, 2023. Our historical results are not necessarily indicative of the results that may be expected for any period in the future.

Overview

We are a biotechnology company committed to delivering a new class of differentiated one-time curative genetic therapies to address the widest spectrum of diseases. We are deploying Prime Editing technology, which we believe is a versatile, precise, and efficient gene editing technology.

To maximize the potential of our Prime Editing technology, we have built a diversified portfolio of investigational therapeutic programs organized around core areas of focus: hematology and immunology, liver, lung, ocular, and neuromuscular. We are advancing additional programs as potential partnership opportunities.

Chronic granulomatous disease is our most advanced blood program, and we are advancing PM359 as our candidate in the treatment of this disease.

We believe our Prime Editing programs are well-positioned to leverage the clinical, regulatory, and manufacturing advancements made to date across gene therapy, gene editing, and delivery modalities to accelerate progression to clinical trials and potential approval.

Components of Our Results of Operations

Operating Expenses

Research and Development Expenses

Research and development expenses consist primarily of costs incurred in connection with the development and research of our immediate target indications and our differentiation target indications. These expenses include:

· personnel-related expenses, including salaries, bonuses, benefits and stock-based compensation for employees engaged in manufacturing, research and development functions;

· expenses incurred in connection with continuing our current research programs and preclinical and clinical development of any product candidates we may identify, including under agreements with third parties, such as consultants and contractors;

· the cost of developing and validating our manufacturing process for use in our preclinical and clinical studies;

· laboratory supplies and research materials;

· facilities, depreciation and other expenses related to research and development activities, which include direct or allocated expenses for rent and maintenance of facilities, and utilities;
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· the cost allocated to acquire in-process research and development, with no alternative future use associated with asset acquisitions or transactions to license intellectual property, such as our Broad License Agreement; and

· expenses incurred in connection with our Pledge to Broad Institute.

We expense all research and development costs in the periods in which they are incurred. Most of our research and development expenses have been related to early stage development activities. In the future, external research and development costs for any individual product candidate will be tracked commencing upon product candidate nomination. We do not allocate employee costs, costs associated with our discovery efforts, laboratory supplies, and facilities expenses, including depreciation or other indirect costs, to specific product development programs because these costs are deployed across multiple programs and our platform and, as such, are not separately classified.

Upfront and milestone payments made are accrued for and expensed when the achievement of the milestone is probable up to the point of regulatory approval. Milestone payments made upon regulatory approval will be capitalized and amortized over the remaining useful life of the related product.

We expect our research and development expenses to continue to increase substantially for the foreseeable future with our planned research and development activities related to developing any future product candidates, including investments in manufacturing, as we advance any product candidates we may identify and begin to conduct clinical trials.

General and Administrative Expenses

General and administrative expenses consist of salaries and personnel-related costs, including stock-based compensation, for our personnel in executive, legal, finance and accounting, human resources and other administrative functions. General and administrative expenses also include legal fees relating to patents and corporate matters; professional fees paid for accounting, auditing, consulting and tax service; insurance costs; office and information technology costs; and facilities, depreciation and other general and administrative expenses, which include direct or allocated expenses for rent and maintenance of facilities and utilities.

We anticipate that our general and administrative expenses will increase in the future as we increase our headcount to support research and development activities; increased accounting, legal, insurance, and investor and public relations costs as we continue to operate as a public company; and additional intellectual property-related expenses as we file patent applications to protect innovations arising from our research and development activities.

Other Income (Expense)

Other income (expense), net primarily consists of interest and other income earned on our short-term investments and the change in the fair value of our short-term investment in Beam Therapeutics Inc. (“Beam”), a related party, in connection with the Beam Collaboration Agreement, which is discussed in greater detail in Note 11, License and Collaboration Agreements, to the consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2023.
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Results of Operations

Comparison of the Three Months Ended June 30, 2024 and 2023

Operating Expenses

Research and Development Expenses

	
	
	
	Three Months Ended
	
	
	
	
	

	
	
	
	June 30,
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	Change
	

	
	
	2024
	
	
	2023
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Research and development expenses:
	
	
	
	
	
	
	
	
	

	Personnel expenses
	$
	16,198
	
	$
	12,596
	
	$
	3,602
	

	
	
	
	
	
	
	
	
	
	
	

	Lab supplies
	
	11,390
	
	
	13,048
	
	
	(1,658)
	

	Facility related and other
	
	11,302
	
	
	6,021
	
	
	5,281
	

	
	
	
	
	
	
	
	
	
	
	

	License, intellectual property fees, and other
	
	1,250
	
	
	1,500
	
	
	(250)
	

	Professional and consultant fees
	
	1,281
	
	
	1,434
	
	
	(153)
	

	
	
	
	
	
	
	
	
	
	
	

	Clinical expense
	
	1,650
	
	
	—
	
	1,650
	

	Total research and development expenses
	$
	43,071
	
	$
	34,599
	
	$
	8,472
	

	
	
	
	
	
	
	
	
	
	
	



The $8.5 million increase in research and development expense for the three months ended June 30, 2024 as compared to the three months ended June 30, 2023 was primarily driven by:

· $5.3 million increase in facility-related expense primarily due to the expansion and build out of our laboratory space;

· $3.6 million increase in personnel expense, including an increase in stock-based compensation expense of $2.1 million, driven by our increased headcount as we continue to build out our research and development function; and

· $1.7 million increase in clinical expenses related to PM359, our candidate to treat chronic granulomatous disease.

These were offset by a $1.7 million decrease in lab supplies driven by fewer programs being in the preclinical stage in 2024.

General and Administrative Expenses

	
	
	
	Three Months Ended
	
	
	
	
	

	
	
	
	June 30,
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	Change
	

	
	
	2024
	
	
	2023
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	General and administrative expenses:
	
	
	
	
	
	
	
	
	

	Professional and consultant fees
	$
	2,821
	
	$
	4,242
	
	$
	(1,421)
	

	
	
	
	
	
	
	
	
	
	
	

	Personnel expenses
	
	6,956
	
	
	4,144
	
	
	2,812
	

	Facility related and other
	
	2,824
	
	
	2,272
	
	
	552
	

	
	
	
	
	
	
	
	
	
	
	

	Total general and administrative expenses
	$
	12,601
	
	$
	10,658
	
	$
	1,943
	

	
	
	
	
	
	
	
	
	
	
	



The $1.9 million increase in general and administrative expense for the three months ended June 30, 2024 as compared to the three months ended June 30, 2023 is primarily driven by $2.8 million increase in personnel expense, including an increase in stock-based compensation expense of $2.5 million, driven by growth in personnel as we operate as a public company and to support our growing research and development function.

This was offset by a $1.4 million decrease in professional and consultant fees for legal services.
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Other Income (Expense)

	
	
	
	Three Months Ended
	
	
	
	
	

	
	
	
	June 30,
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	Change
	

	
	
	2024
	
	
	2023
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Other income:
	
	
	
	
	
	
	
	
	

	Accretion (amortization) of investments
	$
	1,486
	
	$
	1,964
	
	$
	(478)
	

	
	
	
	
	
	
	
	
	
	
	

	Interest income
	
	611
	
	
	635
	
	
	(24)
	

	Change in fair value of short-term investment — related party
	
	(1,925)
	
	
	263
	
	
	(2,188)
	

	
	
	
	
	
	
	
	
	
	
	

	Other income, net
	
	39
	
	
	41
	
	
	(2)
	

	Total other income, net
	$
	211
	
	$
	2,903
	
	$
	(2,692)
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	



Change in Fair Value of Related Party Short-Term Investment

The change in fair value of related party short-term investment for each of the periods presented is a result of Beam’s stock price movement.

Comparison of the Six Months Ended June 30, 2024 and 2023

Operating Expenses

Research and Development Expenses

	
	
	
	Six Months Ended
	
	
	
	
	

	
	
	
	June 30,
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	Change
	

	
	
	2024
	
	
	2023
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Research and development expenses:
	
	
	
	
	
	
	
	
	

	Personnel expenses
	$
	31,205
	
	$
	23,790
	
	$
	7,415
	

	
	
	
	
	
	
	
	
	
	
	

	Lab supplies
	
	23,009
	
	
	23,912
	
	
	(903)
	

	Facility related and other
	
	18,636
	
	
	11,325
	
	
	7,311
	

	
	
	
	
	
	
	
	
	
	
	

	License, intellectual property fees, and other
	
	2,925
	
	
	3,375
	
	
	(450)
	

	Professional and consultant fees
	
	2,873
	
	
	3,077
	
	
	(204)
	

	
	
	
	
	
	
	
	
	
	
	

	Clinical expense
	
	2,197
	
	
	—
	
	2,197
	

	Total research and development expenses
	$
	80,845
	
	$
	65,479
	
	$
	15,366
	

	
	
	
	
	
	
	
	
	
	
	



The $15.4 million increase in research and development expense for the six months ended June 30, 2024 as compared to the six months ended June 30, 2023 was primarily driven by:

· $7.3 million increase in facility-related expense primarily due to the expansion and build out of our laboratory space;

· $7.4 million increase in personnel expense, including an increase in stock-based compensation expense of $3.6 million, driven by our increased headcount as we continue to build out our research and development function; and

· $2.2 million increase in clinical expenses related to PM359, our candidate to treat chronic granulomatous disease.
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General and Administrative Expenses

	
	
	
	Six Months Ended
	
	
	
	
	

	
	
	
	June 30,
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	Change
	

	
	
	2024
	
	
	2023
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	General and administrative expenses:
	
	
	
	
	
	
	
	
	

	Personnel expenses
	$
	12,840
	
	$
	7,209
	
	$
	5,631
	

	
	
	
	
	
	
	
	
	
	
	

	Professional and consultant fees
	
	5,931
	
	
	8,211
	
	
	(2,280)
	

	Facility related and other
	
	4,988
	
	
	4,391
	
	
	597
	

	
	
	
	
	
	
	
	
	
	
	

	Total general and administrative expenses
	$
	23,759
	
	$
	19,811
	
	$
	3,948
	

	
	
	
	
	
	
	
	
	
	
	



The $3.9 million increase in general and administrative expense for the six months ended June 30, 2024 as compared to the six months ended June 30, 2023 is primarily driven by $5.6 million increase in personnel expense, including an increase in stock-based compensation expense of $4.4 million, driven by growth in personnel as we operate as a public company and to support our growing research and development function.

This was offset by a $2.3 million decrease in professional and consultant fees for legal services.

Other Income (Expense)

	
	
	
	Six Months Ended
	
	
	
	
	

	
	
	
	June 30,
	
	
	
	
	

	(in thousands)
	
	
	
	
	
	
	
	Change
	

	
	
	2024
	
	
	2023
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Other income:
	
	
	
	
	
	
	
	
	

	Accretion (amortization) of investments
	$
	2,316
	
	$
	2,782
	
	$
	(466)
	

	
	
	
	
	
	
	
	
	
	
	

	Interest income
	
	1,287
	
	
	1,910
	
	
	(623)
	

	Change in fair value of short-term investment — related party
	
	(759)
	
	
	(1,438)
	
	
	679
	

	
	
	
	
	
	
	
	
	
	
	

	Other income, net
	
	81
	
	
	83
	
	
	(2)
	

	Total other income, net
	$
	2,925
	
	$
	3,337
	
	$
	(412)
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	



Liquidity and Capital Resources

Since our inception, we have incurred significant operating losses. We expect to incur significant expenses and operating losses for the foreseeable future as we commence the clinical development of our programs and continue our platform development and early-stage research activities. We have not yet commercialized any products and we do not expect to generate revenue from sales of products for several years, if at all. To date, we have funded our operations primarily with proceeds from sales of preferred stock and from our public offerings. As of June 30, 2024, we had cash, cash equivalents, and investments of $162.9 million, excluding our restricted cash, or $176.4 million, including restricted cash.

Going Concern

Since our inception, we have incurred substantial losses. As of June 30, 2024, we had an accumulated deficit of $592.4 million and we expect to generate operating losses and negative operating cash flows for the foreseeable future. As stated above, as of June 30, 2024, we maintained cash, cash equivalents, short-term investments, and related party short-term investments of $162.9 million.

In accordance with ASC 205-40, we evaluated whether there are conditions and events, considered in the aggregate, that raise substantial doubt about our ability to continue as a going concern within one year after the date on which this Quarterly Report on Form 10-Q is filed. Based on the our cash, cash equivalents, short-term investments, and related party short-term investments as of June 30, 2024, our current and forecasted level of operations and forecasted cash flows, our ability to continue as a going concern is dependent upon our ability to obtain the necessary financing to meet our obligations and repay our liabilities arising from normal business operations when they come due, and to generate profitable operations in the future. Management plans to provide for capital
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requirements through financing or other transactions, and selling shares under our “at the market offering” program. There can be no assurance that we will be able to raise additional capital to fund operations with terms acceptable to us, or at all. Because certain elements of our plans to mitigate the conditions that raised substantial doubt about our ability to continue as a going concern are outside of our control, including the ability to raise capital through an equity or other financing, those elements cannot be considered probable according to ASC 205-40, and therefore cannot be considered in the evaluation of mitigating factors. As a result, we concluded that substantial doubt exists about our ability to continue as a going concern for 12 months from the date these condensed consolidated financial statements are issued.

The condensed consolidated financial statements as of June 30, 2024 have been prepared under the assumption that we will continue as a going concern for the next 12 months and that contemplates the realization of assets and satisfaction of liabilities and commitments in the normal course of business. Our ability to continue as a going concern is dependent upon our uncertain ability to obtain additional capital, reduce expenditures and/or execute on its business plan. These condensed consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Cash Flows

The following table summarizes our sources and uses of cash for each of the periods presented:

Six Months Ended

June 30,
[image: ]

	(in thousands)
	
	2024
	
	2023

	
	
	
	
	
	

	Net change in cash, cash equivalents and restricted cash:
	
	
	
	

	Net cash used in operating activities
	$
	(113,198)
	$
	(82,382)

	
	
	
	
	
	

	Net cash (used in) provided by investing activities
	
	(30,138)
	
	15,196

	Net cash provided by financing activities
	
	157,362
	
	143

	
	
	
	
	
	

	Net change in cash, cash equivalents, and restricted cash
	$
	14,026
	$
	(67,043)

	
	
	
	
	
	



Operating Activities

Net cash used in operating activities for the six months ended June 30, 2024 was driven primarily by the following uses of cash:

· $101.1 million net loss;

· $13.5 million change in accrued settlement payment — related party;

· $9.2 million change in accounts payable;

· $5.7 million change in lease liabilities;

· $3.9 million change in accrued expenses and other current liabilities; and

· $2.5 million change in prepaid and other current assets.

These were offset by $22.8 million of non-cash amounts included in net loss, which primarily consisted of stock-based compensation expense, non-cash lease expense, depreciation and amortization expense, and change in fair value of short-term investment — related party.

Net cash used in operating activities for the six months ended June 30, 2023 was driven primarily by the following uses of cash:

· $81.8 million net loss;

· $6.6 million change in lease liabilities;
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· $5.3 million change in prepaid and other current assets; and

· $3.4 million change in accrued expenses and other current liabilities. These were offset by:
· $13.6 million of non-cash amounts included in net loss, which primarily consisted of change in fair value of short-term investment — related party, non-cash lease expense, and stock-based compensation expense; and

· $1.1 million change in accounts payable.

Investing Activities

Net cash used in investing activities for the six months ended June 30, 2024 was driven primarily by the following uses of cash:

· $25.9 million of purchases of marketable securities, net of maturities; and

· $4.2 million of purchases of property and equipment.

Net cash provided by investing activities for the six months ended June 30, 2023 was driven primarily by the following:

· $19.3 million of maturities of marketable securities, net of purchases; and

· $4.0 million of purchases of property and equipment.

Financing Activities

Net cash provided by financing activities for the six months ended June 30, 2024 was driven primarily by the following:

· $132.1 million of Proceeds from issuances of common stock in the our February 2024 public offering;

· $18.8 million of proceeds from issuance of pre-funded warrants contemporaneous with our February 2024 public offering; and

· $6.0 million of proceeds received under our agreement with Cystic Fibrosis Foundation.

Funding Requirements

To date, we have not generated any revenue from product sales. We do not expect to generate revenue from product sales unless and until we successfully complete preclinical and clinical development of, receive regulatory approval for, and commercialize a product candidate and we do not know when, or if at all, that will occur. We expect our expenses to increase substantially in connection with our ongoing activities, particularly as we advance the preclinical activities and studies and initiate clinical trials. In addition, if we obtain regulatory approval for any product candidates, we expect to incur significant expenses related to product sales, marketing, and distribution to the extent that such sales, marketing and distribution are not the responsibility of potential collaborators. Further, we have incurred, and expect to continue to incur, costs associated with operating as a public company. The timing and amount of our operating expenditures will depend largely on the factors set out above. For more information, refer to the section titled “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2023, and the “Risk Factors” section of subsequent Quarterly Reports on Form 10-Q.

We believe our existing cash, cash equivalents, and investments will be sufficient to fund our operating expenses and capital expenditure requirements through the end of the second quarter of 2025. We have based this estimate on
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assumptions that may prove to be wrong, and we could exhaust our available capital resources sooner than we expect. We expect that we will require additional funding to:

· continue our current research development activities;

· identify product candidates;

· initiate preclinical testing and clinical trials for our future product candidates we identify;

· develop, maintain, expand and protect our intellectual property portfolio;

· further develop our Prime Editing platform; and

· hire additional research, clinical and scientific personnel.

If we receive regulatory approval for any of our product candidates, we expect to incur significant commercialization expenses related to product manufacturing, sales, marketing and distribution, depending on where we choose to commercialize ourselves.

Until such time, if ever, as we can generate substantial product revenue, we expect to finance our cash needs through a combination of private and public equity offerings, debt financings, additional collaborations, strategic alliances, and marketing, distribution or licensing arrangements with third parties. To the extent that we raise additional capital through the sale of equity or convertible debt securities, ownership interest may be materially diluted, and the terms of such securities could include liquidation or other preferences that adversely affect your rights as a common stockholder. Debt financing and preferred equity financing, if available, may involve agreements that include restrictive covenants that limit our ability to take specified actions, such as incurring additional debt, making capital expenditures or declaring dividends. If we raise funds through collaborations, strategic alliances or marketing, or distribution or licensing arrangements with third parties, we may have to relinquish valuable rights to our technologies, any future revenue streams, research programs or product candidates or grant licenses on terms that may not be favorable to us. If we are unable to raise additional funds through equity or debt financings or other arrangements when needed, we may be required to delay, reduce or eliminate our product development or future commercialization efforts, or grant rights to develop and market product candidates that we would otherwise prefer to develop and market ourselves.

Contractual Obligations and Other Commitments

We enter into contracts in the normal course of business with contract organizations and other vendors to assist in the performance of our research and development activities, and other services and products for operating purposes. These contracts generally provide for termination on notice, and therefore are cancellable contracts and not included in the table of contractual obligations and commitments.

During the six months ended June 30, 2024, except for the minimum lease commitments disclosed in Note 7, Leases, to the unaudited condensed consolidated financial statements in this Quarterly Report on Form 10-Q, there were no significant changes to our contractual obligations and commitments described under Management’s Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for the year ended December 31, 2023.

Critical Accounting Policies and Significant Judgments and Estimates

Our management’s discussion and analysis of our financial condition and results of operations is based on our condensed consolidated financial statements, which have been prepared in accordance with U.S. GAAP. The preparation of these condensed consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosures of contingent assets and liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenues and expenses incurred during the reporting periods. We base our estimates on historical experience, known trends and events, and various other factors that we believe are reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities recorded revenues and expenses that are not readily
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apparent from other sources. We evaluate our estimates and assumptions on an ongoing basis. Actual results may differ from these estimates.

During the six months ended June 30, 2024, there were no material changes to our critical accounting policies and significant judgements described under Management’s Discussion and Analysis of Critical Accounting Policies and Significant Judgments and Estimates which are included in our Annual Report on Form 10-K for the year ended December 31, 2023.

Recently Issued and Adopted Accounting Pronouncements

A description of recently issued accounting pronouncements that may potentially impact our financial position and results of operations is disclosed in Note 2, Summary of Significant Accounting Policies, to our audited financial statements for the year ended December 31, 2023, and notes thereto, included in our Annual Report on Form 10-K.

Emerging Growth Company Status

The Jumpstart Our Business Startups Act of 2012 permits an “emerging growth company” such as us to take advantage of an extended transition period to comply with new or revised accounting standards applicable to public companies until those standards would otherwise apply to private companies. We have elected not to “opt out” of such extended transition period, which means that when a standard is issued or revised and it has different application dates for public or private companies, we will adopt the new or revised standard at the time private companies adopt the new or revised standard and will do so until such time that we either (i) irrevocably elect to “opt out” of such extended transition period or (ii) no longer qualify as an emerging growth company. As a result of this election, our condensed consolidated financial statements may not be comparable to other public companies that comply with new or revised accounting pronouncements as of public company effective dates. We may choose to early adopt any new or revised accounting standards whenever such early adoption is permitted for private companies.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We are exposed to market risk related to changes in interest rates of our investment portfolio of cash equivalents and investments. As of June 30, 2024, we held cash, cash equivalents, investments, and restricted cash of $176.4 million, which consisted of cash, money market funds, equity securities, and debt securities. Our primary exposure to market risk is interest income sensitivity, which is affected by changes in the general level of U.S. interest rates. The fair value of our cash equivalents, consisted of our money market funds, and investments are subject to change as a result of potential changes in market interest rates. Due to the short-term maturities of our cash equivalents and investments and the low risk profile of our investments, an immediate 10 percent change in interest rates would not have a material effect on the fair market value of our cash equivalents or investments.

Effects of Inflation

Inflation generally affects us by increasing our cost of labor and research and development costs. Although we do not believe that inflation has had a material impact on our financial position or results of operations to date, we may experience some effect in the near future (especially if inflation rates continue to rise) due to an impact on the costs to conduct research and development, labor costs we incur to attract and retain qualified personnel, and other operational costs. Inflationary costs could adversely affect our business, financial condition and results of operations.

Item 4. Controls and Procedures

We have established disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, or the Exchange Act) designed to ensure that information required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and is accumulated and communicated to management, including the principal executive officer (our Chief Executive Officer) and principal financial officer
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(our Chief Financial Officer), to allow timely decisions regarding required disclosure. In addition, the design of disclosure controls and procedures must reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of possible controls and procedures relative to their costs.

Internal Control over Financial Reporting

Disclosure Controls and Procedures

Our management, with the participation of our principal executive officer and principal financial officer, evaluated, as of the end of the period covered by this Quarterly Report on Form 10-Q, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Our disclosure controls and procedures have been designed to provide reasonable assurance of achieving their objectives.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting, as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act, that occurred during the fiscal quarter ended June 30, 2024 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Part II - Other Information

Item 1. Legal Proceedings

From time to time, we may become involved in litigation or other legal proceedings. While the outcome of any such proceedings cannot be predicted with certainty, as of June 30, 2024 we were not a party to any litigation or legal proceedings that, in the opinion of our management, are probable to have a material adverse effect on our business.

Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. For a detailed discussion of the risks and uncertainties related to our business, please refer to the section titled “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2023. There have been no material changes from the risk factors set forth in our Annual Report on Form 10-K for the year ended December 31, 2023, except as specified below.

We have a history of losses and expect to incur substantial future losses; because our existing cash, cash equivalents, and investments will not be sufficient to fund our operations, as currently planned, for more than one year beyond the filing date of this Quarterly Report on Form 10-Q, we have determined that there is substantial doubt regarding our ability to continue as a going concern.

Since our inception, we have incurred significant operating losses and, as of June 30, 2024, we had an accumulated deficit of $592.4 million. To date, we have financed our operations primarily through the proceeds from sales of our preferred stock and from public offerings of our common stock. Substantially all of our losses have resulted from expenses incurred in connection with our research and development and from general and administrative costs associated with our operations. We expect to generate operating losses and negative operating cash flows for the foreseeable future. As of June 30, 2024, we maintain cash, cash equivalents, and investments of $162.9 million.

Based on our existing cash, cash equivalents, short-term investments, and related party short-term investments as of June 30, 2024, our current and forecasted level of operations, and our forecasted cash flows, our ability to continue as a going concern is dependent upon our ability to obtain the necessary financing to meet our obligations and repay our liabilities arising from normal business operations when they come due, and to generate profitable operations in the future. We plan to provide for our capital requirements through financing or other transactions, and selling shares of our common stock under our “at the market offering” program. There can be no assurance that we will be able to raise additional capital to fund operations with terms acceptable to us, or at all. Because our existing cash, cash equivalents, and investments will not be sufficient to fund our operations for more than one year from the date of issuance of the condensed consolidated financial statements appearing in this Quarterly Report on Form 10-Q, we have determined that there is substantial doubt regarding our ability to continue as a going concern.

The substantial doubt about our ability to continue as a going concern may adversely affect our stock price and our ability to raise capital. If we are unable to obtain additional capital, we may not be able to continue our operations on the scope or scale as currently conducted, and that could have a material adverse effect on our business, results of operations and financial condition.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Set forth below is information regarding shares of equity securities sold, and options granted, by us during the three months ended June 30, 2024 that were not registered under the Securities Act.

Recent Sales of Unregistered Equity Securities

None.

Use of Proceeds From Registered Securities

In November 2023, we entered into an Open Market Sale AgreementSM (the “Sales Agreement”) with Jefferies LLC (“Jefferies”) under which we may, from time to time, issue and sell shares of our common stock having aggregate sales proceeds of up to $300.0 million, in a series of one or more at-the-market equity offerings (the “2023 ATM





33
[image: ]


Program”). Jefferies is not required to sell any specific share amounts but acts as our sales agent, using commercially reasonable efforts consistent with its normal trading and sales practices. We will pay Jefferies a commission equal to 3.0% of the aggregate gross proceeds we receive from each sale of our shares of common stock. Pursuant to the Sales Agreement, any shares will be sold pursuant to our shelf registration statement on Form S-3 (File No. 333-275321) filed with the SEC on November 3, 2023, including the base prospectus contained therein, as declared effective by the SEC on November 13, 2023. Our common stock will be sold at prevailing market prices at the time of the sale, and as a result, prices may vary. As of June 30, 2024, we have not sold any shares of common stock under the 2023 ATM program.

In February 2024, we issued and sold 22,560,001 shares of our common stock, including 3,360,000 shares pursuant to the exercise of the underwriters’ option to purchase additional shares, at a price to the public of $6.25 per share. Further, in lieu of common stock to certain investors, we sold pre-funded warrants to purchase 3,200,005 shares of common stock at a public offering price of $6.24999 per pre-funded warrant, which represents the per share public offering price of each share of common stock less the $0.00001 per share exercise price for each pre-funded warrant. As a result of the offering, we received approximately $150.9 million in net proceeds, after deducting underwriting discounts, commissions and estimated offering costs of $10.1 million.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not Applicable.

Item 5. Other Information

None.
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Item 6. Exhibits

(a)  Exhibits.

	Exhibit number
	
	Exhibit table

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3.1
	
	
	Third Amended and Restated Certificate of Incorporation of Prime Medicine, Inc. (incorporated by reference to Exhibit 3.1 to the

	
	
	
	Registrant’s Current Report on Form 8-K, filed with the SEC on October 24, 2022).
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3.2
	
	
	Certificate of Amendment to Third Amended and Restated Certificate of Incorporation of Prime Medicine, Inc. (incorporated by

	
	
	
	reference to Exhibit 3.1 to the Registrant’s Current Report on Form 8-K, filed with the SEC on June 12, 2024).
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	3.3
	
	
	Second Amended and Restated Bylaws of Prime Medicine, Inc. (incorporated by reference to Exhibit 3.1 to the Registrant’s Current
	

	
	
	
	Report on Form 8-K, filed with the SEC on May 21, 2024).
	

	10.1#*
	
	
	Amended and Restated Non-Employee Director Compensation Policy

	
	
	
	
	
	
	
	
	
	

	31.1*
	
	
	Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as
	

	
	
	
	Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
	

	31.2*
	
	
	Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as
	

	
	
	
	Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
	

	32.1**
	
	
	Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-

	
	
	
	Oxley Act of 2002.
	

	
	
	
	
	
	

	32.2**
	
	
	Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
	

	
	
	
	Oxley Act of 2002.

	
	
	
	

	101.INS*
	
	Inline XBRL Instance Document

	101.SCH*
	
	Inline XBRL Taxonomy Extension Schema Document

	101.CAL*
	
	Inline XBRL Taxonomy Extension Calculation Linkbase Document

	101.DEF*
	
	Inline XBRL Taxonomy Extension Definition Linkbase Document

	101.LAB*
	
	Inline XBRL Taxonomy Extension Label Linkbase Document

	101.PRE*
	
	Inline XBRL Taxonomy Extension Presentation Linkbase Document

	104*
	
	
	Cover Page Interactive Data File (embedded within the Inline XBRL document)



__________________

· Filed herewith.

· The certifications furnished in Exhibit 32.1 and Exhibit 32.2 hereto are deemed to accompany this Quarterly Report on Form 10-Q and will not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. Such certifications will not be deemed to be incorporated by reference into any filings under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that the Registrant specifically incorporates it by reference.

#	Indicates a management contract or any compensatory plan, contract or arrangement.

(b) Financial Statement Schedules.

None.
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Signatures

Pursuant to the requirements of the Securities Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Prime Medicine, Inc.

Date: August 08, 2024	By:	/s/ Keith Gottesdiener
[image: ]

Keith Gottesdiener

President and Chief Executive Officer

(Principal Executive Officer)

Date: August 08, 2024	By:	/s/ Allan Reine
[image: ]

Allan Reine

Chief Financial Officer

(Principal Financial Officer)
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Exhibit 10.1





PRIME MEDICINE, INC.

AMENDED AND RESTATED

NON-EMPLOYEE DIRECTOR COMPENSATION POLICY

The purpose of this Amended and Restated Non-Employee Director Compensation Policy (as amended from time to time, this “Policy”) of Prime Medicine, Inc., a Delaware corporation (the “Company”), is to provide a total compensation package that enables the Company to attract and retain, on a long-term basis, high-caliber directors who are not employees or officers of the Company or its subsidiaries (“Outside Directors”). This Policy became effective as of October 19, 2022 (the “Effective Date”). In furtherance of the purpose stated above, all Outside Directors shall be paid compensation for services provided to the Company as set forth below:

I. Cash Retainers

a. Annual Retainer for Board Membership: $45,000 for general availability and participation in meetings and conference calls of our Board of Directors (the “Board of Directors”), to be paid quarterly in arrears, pro-rated based on the number of actual days served by the director during such calendar quarter. No additional compensation will be paid for attending individual meetings of the Board of Directors.

b. Additional Annual Retainers:

Board Chairperson: $30,000

Audit Committee Chairperson: $20,000

Audit Committee member: $10,000

Compensation Committee Chairperson: $15,000

Compensation Committee member: $7,500

Nominating and Corporate Governance Committee Chairperson: $10,000

Nominating and Corporate Governance Committee member: $5,000

Chairperson and committee member retainers are in addition to retainers for members of the Board of Directors. No additional compensation will be paid for attending individual committee meetings of the Board of Directors.

AI. Equity Retainers

All grants of equity retainer awards to Outside Directors pursuant to this Policy will be automatic and nondiscretionary and will be made in accordance with the following provisions:

a. Value. For purposes of this Policy, “Value” means with respect to (i) any award of stock options the grant date fair value of the option (i.e., Black-Scholes Value) determined in accordance with the reasonable assumptions and methodologies employed by the Company for calculating the fair value of options under Financial Accounting Standard Board Accounting Standards Codification Topic 718 (“ASC Topic 718”); and (ii) any award of restricted stock and restricted stock units the product of (A) the closing market price on the NASDAQ (or such other market on which the Company’s Common Stock is then principally listed) of one share of the


Company’s Common Stock on the effective date of grant, or if no closing price is reported for such date, the closing price on the immediately preceding date for which a closing price is reported and (B) the aggregate number of shares pursuant to such award.

b. Revisions. The Board of Directors, in its discretion, may change and otherwise revise the terms of awards to be granted under this Policy, including, without limitation, the number of shares subject thereto, for awards of the same or different type granted on or after the date the Board of Directors determines to make any such change or revision.

c. Sale Event Acceleration. In the event of a Sale Event (as defined in the Company’s 2022 Stock Option and Incentive Plan (as amended from time to time, the “2022 Plan”)), the equity retainer awards granted to Outside Directors pursuant to this Policy shall become 100% vested and exercisable.

d. Initial Grant. Upon initial election to the Board of Directors, each new Outside Director will receive an initial, one-time grant of a non-statutory stock option (the “Initial Grant”) with a Value of $800,000; provided, that the maximum number of shares of Company Common Stock subject to each such option shall be 90,000 shares, with an exercise price per share equal to the closing price of a share of the Company’s Common Stock on the date of grant and a term of ten years, that vests in three equal annual installments over three years; provided, however, that all vesting ceases if the director resigns from the Board of Directors or otherwise ceases to serve as a director, unless the Board of Directors determines that the circumstances warrant continuation of vesting. This Initial Grant applies to Outside Directors who are first elected to the Board of Directors subsequent to the Effective Date.

e. Annual Grant. On the date of each Annual Meeting of Stockholders of the Company following the Effective Date (the “Annual Meeting of Stockholders”), each continuing Outside Director, other than a director receiving an Initial Grant, will receive an annual grant of a non-statutory stock option on the date of such Annual Meeting of Stockholders (the “Annual Grant”) with a Value of $400,000; provided that the maximum number of shares of Company Common Stock subject to each such option shall be 45,000 shares, with an exercise price per share equal to the closing price of a share of the Company’s Common Stock on the date of grant and a term of ten years, that vests in full on the earlier of (i) the one-year anniversary of the grant date or (ii) the next Annual Meeting of Stockholders; provided, however, that all vesting ceases if the director resigns from the Board of Directors or otherwise ceases to serve as a director, unless the Board of Directors determines that the circumstances warrant continuation of vesting. In addition, all vested options remain exercisable for twelve (12) months if the director resigns from the Board of Directors or otherwise ceases to serve as a director. Notwithstanding the foregoing, if an Outside Director was initially elected to the Board of Directors within twelve (12) months preceding the Annual Meeting, then such Outside Director shall receive Annual Award that is pro-rated on a monthly basis for time serving as an Outside Director. Such Annual Award shall expire ten (10) years from the date of grant, and shall have a per share exercise price equal to the Fair Market Value (as defined in the Plan) of the Company’s Common Stock on the date of grant.


BI. Expenses

The Company will reimburse all reasonable out-of-pocket expenses incurred by Outside Directors in attending meetings of the Board of Directors or any committee thereof.

IV.	Maximum Annual Compensation

The aggregate amount of compensation, including both equity compensation and cash compensation, paid to any Outside Director in a calendar year period for services as an Outside Director shall not exceed (i) $1,600,000 in the first calendar year an individual becomes an Outside Director and (ii) $1,000,000 in any other year (or in each case, such other limits as may be set forth in Section 3(b) of the 2022 Plan or any similar provision of a successor plan). For this purpose, the “amount” of equity compensation paid in a calendar year shall be determined based on the grant date fair value thereof, as determined in accordance with ASC Topic 718 or its successor provision, but excluding the impact of estimated forfeitures related to service-based vesting conditions.


Date Policy Approved: May 9, 2022

Date Policy Amended: ______, 2024

Exhibit 31.1






CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Keith Gottesdiener, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Prime Medicine, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(e) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(f) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: August 8, 2024

By:	/s/ Keith Gottesdiener
[image: ]

Keith Gottesdiener

Chief Executive Officer

(Principal Executive Officer)
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CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Allan Reine, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Prime Medicine, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(e) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(f) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: August 8, 2024

By:	/s/ Allan Reine
[image: ]

Allan Reine

Chief Financial Officer

(Principal Financial Officer)
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report of Prime Medicine, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2024 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


Date: August 8, 2024

By:	/s/ Keith Gottesdiener
[image: ]

Keith Gottesdiener

Chief Executive Officer

(Principal Executive Officer)
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report of Prime Medicine, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2024 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


Date: August 8, 2024

By:	/s/ Allan Reine
[image: ]

Allan Reine

Chief Financial Officer

(Principal Financial Officer)
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