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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q includes “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as

amended (the “Exchange Act”). All statements other than statements of historical fact are “forward-looking statements’

for purposes of this Quarterly Report on Form 10-Q. In some cases, you can identify forward-looking statements by
terminology such as “may,” “could,” “will,” “would,” “should,” “expect,” “plan,” “anticipate,” “believe,” “estimate,
“contemplate,” “project,” “continue,” “potential,” “ongoing,
terminology. These forward-looking statements include, but are not limited to, statements about:
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how long we expect to maintain liquidity to fund our planned level of operations and our ability to obtain additional

funds for our operations;

the initiation, timing, progress, and results of our research and development programs, preclinical studies, any

clinical trials, and Investigational New Drug application, Clinical Trial Application, New Drug Application, and

other regulatory submissions;

our ability to identify and develop product candidates for treatment of additional disease indications;

our or a collaborator’s ability to obtain and maintain regulatory approval of any of our product candidates;

the rate and degree of market acceptance of any approved product candidates;

the commercialization of any approved product candidates;

our ability to establish and maintain additional collaborations and retain commercial rights for our product candidates

in the collaborations;

the implementation of our business model and strategic plans for our business, technologies, and product candidates;

our estimates of our expenses, ongoing losses, future revenue, and capital requirements;

our ability to obtain and maintain intellectual property protection for our technologies and product candidates and our

ability to operate our business without infringing the intellectual property rights of others;

our reliance on third parties to conduct our preclinical studies or any clinical trials;

our reliance on third-party suppliers and manufacturers to supply the materials and components for, manufacture, and

research and develop our preclinical and clinical trial drug supplies;

our ability to attract and retain qualified key management and technical personnel;

our dependence on our existing collaborators, Boehringer Ingelheim International GmbH, Alexion Pharmaceuticals,

Inc., and Eli Lilly and Company, for developing, obtaining regulatory approval for, and commercializing product

candidates in the collaborations;

our receipt and timing of any potential milestone payments or royalties under our existing research collaboration and

license agreements or any future arrangements with our existing collaboration partners or any other collaborators;

our expectations regarding the time during which we will be an emerging growth company under the Jumpstart Our

Business Startups Act;

our financial performance; and

developments relating to our competitors or our industry.
These statements relate to future events or to our future financial performance and involve known and unknown risks,
uncertainties, and other factors that may cause our actual results, performance, or achievements to be materially
different from any future results, performance, or achievements expressed or implied by these forward-looking
statements. Factors that may cause actual results to differ materially from current expectations include, among other
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ntend,”

goal,” or the negative of these terms or other comparable

things, those set forth in Part II, Item 1A — “Risk Factors” below and for the reasons described elsewhere in this Quarterly

Report on Form 10-Q. Any forward-looking statement in this Quarterly Report on Form 10-Q reflects our current
view with respect to future events and is subject to these and other risks, uncertainties, and assumptions relating to our
operations, results of operations, industry, and future growth. Given these uncertainties, you should not place undue
reliance on these forward-looking statements. Except as required by law, we assume no obligation to update or revise
these forward-looking statements for any reason, even if new information becomes available in the future.
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This Quarterly Report on Form 10-Q also contains estimates, projections, and other information concerning our

industry, our business, and the markets for certain drugs, including data regarding the estimated size of those markets,
their projected growth rates, and the incidence of certain medical conditions. Information that is based on estimates,
forecasts, projections, or similar methodologies is inherently subject to uncertainties, and actual events or

circumstances may differ materially from events and circumstances reflected in this information. Unless otherwise
expressly stated, we obtained these industry, business, market, and other data from reports, research surveys, studies,

and similar data prepared by third parties, industry, medical and general publications, government data, and similar
sources. In some cases, we do not expressly refer to the sources from which these data are derived.

Except where the context otherwise requires, in this Quarterly Report on Form 10-Q, “we,” “us,” “our,” “Dicerna,” and the
“Company” refer to Dicerna Pharmaceuticals, Inc. and, where appropriate, its consolidated subsidiaries.

Trademarks
This Quarterly Report on Form 10-Q includes trademarks, service marks, and trade names owned by us or other

companies. All trademarks, service marks, and trade names included in this Quarterly Report on Form 10-Q are the
property of their respective owners.
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PART I. FINANCIAL INFORMATION

Item 1.Financial Statements
DICERNA PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(in thousands, except share data)

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Held-to-maturity investments

Withholding tax receivable

Prepaid expenses and other current assets
Total current assets

NONCURRENT ASSETS:

Property and equipment, net

Restricted cash equivalents

Other noncurrent assets

Total noncurrent assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES:

Accounts payable

Accrued expenses and other current liabilities
Litigation settlement payable

Current portion of deferred revenue

Total current liabilities

NONCURRENT LIABILITIES:

Deferred revenue, net of current portion
Total noncurrent liabilities

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS’ EQUITY:

Preferred stock, $0.0001 par value — 5,000,000 shares authorized; no

shares issued or outstanding at September 30, 2018 or December 31, 2017

Common stock, $0.0001 par value — 150,000,000 shares authorized;

61,889,206 and 51,644,841 shares issued and outstanding at

September 30, December 31,

2018

$ 46,399
133,980
3,107
183,486

1,212
744
66
2,022

$ 185,508

$ 3,595
8,101
12,797
4,635
29,128

29,128

2017

$ 68,789

44,889
1,583
3,415
118,676

1,512
744
70
2,326

$ 121,002

$ 4,920

5,726
6,180
16,826

3,090
3,090
19,916

9}
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September 30, 2018 and December 31, 2017, respectively

Additional paid-in capital 542,572 417,037
Accumulated deficit (386,198 ) (315,956 )
Total stockholders’ equity 156,380 101,086
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 185,508 $ 121,002

The accompanying notes are an integral part of these condensed consolidated financial statements.
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DICERNA PHARMACEUTICALS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(in thousands, except share and per share data)

Three Months Ended Nine Months Ended

September 30, September 30,

2018 2017 2018 2017
Revenue from collaborative arrangements $1,545 $— $4,635 $—
Operating expenses:
Research and development 11,695 8,527 31,927 26,338
General and administrative 5,354 4,137 14,449 12,324
Litigation expense 3,694 2,548 29,122 6,157
Total operating expenses 20,743 15,212 75,498 44,819
Loss from operations (19,198 ) (15,212 ) (70,863 ) (44,819
Other income (expense):
Interest income 401 179 1,020 360
Interest expense (223 ) — (399 ) —
Total other income, net 178 179 621 360
Net loss (19,020 ) (15,033 ) (70,242 ) (44,459
Dividends on redeemable convertible preferred stock — 4,111 ) — (6,733
Deemed dividend related to beneficial conversion feature
of

redeemable convertible preferred stock — — — (6,144
Net loss attributable to common stockholders $(19,020 ) $(19,144 ) $(70,242 ) $(57,336
Net loss per share attributable to common stockholders —
basic
and diluted $(0.35 ) $(0.92 ) $(1.32 ) $(2.76

Weighted average common shares outstanding — basic and
diluted 54,799,644 20,841,728 53,037,516 20,809,372

The accompanying notes are an integral part of these condensed consolidated financial statements.
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DICERNA PHARMACEUTICALS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(in thousands)

Nine Months Ended

September 30,

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $(70,242 ) $(44,459)
Adjustments to reconcile net loss to net cash used in operating activities:
Non-cash litigation expense 10,315 —
Stock-based compensation expense 5,673 6,003
Depreciation expense 580 571
Loss on disposal of property and equipment 9 51
Amortization of premium on investments (390 ) (106 )
Changes in operating assets and liabilities:
Litigation settlement payable 12,797 —
Deferred revenue 4,635 ) —
Prepaid expenses and other assets 312 (1,963 )
Accounts payable (1,389 ) 1,114
Withholding tax receivable 1,583 —
Accrued expenses and other liabilities 2,045 584 )
Net cash used in operating activities (43,342 ) (39,373)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment (245 ) (133 )
Maturities of held-to-maturity investments 50,000 45,000
Purchases of held-to-maturity investments (138,699) (64,853)
Net cash used in investing activities (88,944 ) (19,986)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of common stock, net of underwriters' commissions 108,099 —
Proceeds from issuance of redeemable convertible preferred stock — 70,000
Redeemable convertible preferred stock issuance costs — (750 )
Proceeds from stock option exercises and issuances under Employee Stock Purchase Plan 1,832 215
Settlement of restricted stock for tax withholding (35 ) (11 )
Net cash provided by financing activities 109,896 69,454
NET (DECREASE) INCREASE IN CASH, CASH EQUIVALENTS AND RESTRICTED

CASH EQUIVALENTS (22,390 ) 10,095
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH EQUIVALENTS — Beginning of
period 69,533 21,981

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH EQUIVALENTS — End of
period $47,143  $32,076

10
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SUPPLEMENTAL CASH FLOW INFORMATION:
NONCASH FINANCING ACTIVITIES:

Dividends on redeemable convertible preferred stock $—
Deemed dividend related to beneficial conversion feature of redeemable preferred stock $—
Common stock issuance costs included in accounts payable and accrued expenses $349
NONCASH INVESTING ACTIVITIES:

Property and equipment purchases included in accounts payable $44

$6,733
$6,144
$—

$—

Reconciliation of cash, cash equivalents and restricted cash equivalents within the Company’s condensed consolidated

balance sheets:

Nine Months

Ended

September 30,

2018 2017
Cash and cash equivalents 46,399 30,960
Restricted cash equivalents 744 1,116
Cash, cash equivalents and restricted cash equivalents presented above $47,143 $32,076

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

7
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DICERNA PHARMACEUTICALS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(tabular amounts in thousands, except share and per share data and where otherwise noted)

1.DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Business

Dicerna Pharmaceuticals, Inc. (“Dicerna” or the “Company”) is a biopharmaceutical company focused on the discovery
and development of innovative subcutaneously delivered ribonucleic acid (“RNA”) interference (“RNAi”)-based
pharmaceuticals using its GalXC™ RNA platform for the treatment of diseases involving the liver, including rare
diseases, viral infectious diseases, chronic liver diseases, and cardiovascular diseases. Within these therapeutic areas,
the Company believes its GalXC RNAi platform will allow the Company to build a broad pipeline of therapeutics

with commercially attractive pharmaceutical properties, including a subcutaneous route of administration, infrequent
dosing (e.g., dosing that is monthly or quarterly, and potentially even less frequent), high therapeutic index, and
specificity to a single target gene.

Basis of presentation

These condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”) and in accordance with the rules and regulations of the
Securities and Exchange Commission (“SEC”) for interim financial information. The year-end condensed balance sheet
data was derived from audited financial statements, but does not include all disclosures required by GAAP to
constitute a complete set of financial statements. These condensed consolidated financial statements have been
prepared on the same basis as the Company’s annual consolidated financial statements and, in the opinion of
management, reflect all adjustments, which include only normal recurring adjustments, necessary to present fairly the
Company’s financial position at September 30, 2018 and results of operations and cash flows for the interim periods
ended September 30, 2018 and 2017. These unaudited condensed consolidated interim financial statements should be
read in conjunction with the Company’s audited consolidated financial statements and notes thereto included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2017. The results of the three and nine
months ended September 30, 2018 are not necessarily indicative of the results to be expected for the year ending
December 31, 2018 or for any other interim period or for any other future year.

Stockholders’ Equity

Changes in stockholders’ equity for the nine months ended September 30, 2018 are as follows:

Common Stock Total
Additional
Number of Accumulated Stockholders'
Paid-in
Description shares Amount Capital Deficit Equity

12
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BALANCE — December 31, 2017
Proceeds from issuance of common stock from

public offering, net of underwriting fees and

issuance costs 8,832,565
Issuance of common stock to Alnylam

Pharmaceuticals, Inc. 983,208
Exercise of common stock options 258,417
Sale of common stock related to Employee

Stock Purchase Plan 118,239
Exercise of warrants to common stock 45,710
Settlement of restricted stock for stock

withholding 6,226
Stock-based compensation expense —
Net loss —
BALANCE - September 30, 2018

51,644,841 $ 5

1

61,889,206 $ 6

107,749

10,315
1,444

309
45

5,673

(70,242

$542,572  $ (386,198

)

$417,037 $ (315,956 ) $ 101,086

107,750

10,315
1,444

309
45

5,673
(70,242

) $ 156,380

13
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Significant judgments and estimates

The preparation of condensed consolidated financial statements in conformity with 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 Company’s condensed consolidated financial statements, as well as
the revenues and expenses incurred during the reporting periods. On an ongoing basis, the Company evaluates
judgments and estimates, including those related to revenue recognition and accrued expenses. The Company bases its
estimates on historical experience and on various other factors that the Company believes are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and
liabilities that are not apparent from other sources. Changes in estimates are reflected in reported results for the period
in which they become known. Actual results could differ materially from those estimates.

Grants
The Company records income from various grants as an offset to research and development expenses.
Liquidity

Based on the Company’s current operating plan and liquidity, management believes that, subject to the closing of the
transactions contemplated by the Collaboration and License Agreement (the “Lilly Collaboration Agreement”) between
the Company and Eli Lilly and Company (“Lilly”) and the share issuance agreement (the “Lilly Share Issuance
Agreement”) between the Company and Lilly, available cash, cash equivalents, and held-to-maturity investments will
be sufficient to fund the Company’s planned level of operations beyond the year ended December 31, 2020.
Subsequent to that period, if the Company is unable to generate funding from one or more sources within a reasonable
timeframe, it may have to delay, reduce, or terminate its research and development programs, pre-clinical or clinical
trials, limit strategic opportunities, or undergo reductions in its workforce or other corporate restructuring activities.

Summary of Significant Accounting Policies — There have been no changes to the significant accounting policies
disclosed in the Company’s most recent Annual Report on Form 10-K, except as a result of adopting the Financial
Accounting Standards Board (“FASB”)’s Accounting Standards Update (“ASU”) No. 2014-09, Revenue from Contracts
with Customers (Topic 606), as discussed below.

Revenue recognition

The Company generates revenue from research collaboration and license agreements with third-party customers.
Goods and services in the agreements typically include (i) the grant of licenses for the use of the Company’s
technology and (ii) the provision of services associated with the research and development of customer product
candidates. Such agreements may provide for consideration to the Company in the form of upfront payments, research
and development services, option payments, milestone payments, and royalty payments on licensed products.

The Company accounts for a contract when the Company has approval and commitment from both parties, when the
rights of the parties are identified, when payment terms are identified, when the contract has commercial substance,
and when collectability of consideration is probable.

In determining the appropriate amount of revenue to be recognized as the Company fulfills its obligations under each
of its agreements, management completes the following steps: (i) identifies the promised goods or services in the

contract; (ii) determines whether the promised goods or services are performance obligations; (iii) measures the

14
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transaction price, including whether there are any constraints on variable consideration; (iv) allocates the transaction
price to the performance obligations; and (v) recognizes revenue when (or as) the Company satisfies each performance
obligation.

9
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In order to account for its contracts with customers, the Company identifies the promised goods or services in the
contract and evaluates whether such promised goods or services represent performance obligations. The Company
accounts for those components as separate performance obligations when the following criteria are met:

the customer can benefit from the good or service either on its own or together with other resources that are readily

available to the customer, and

the Company’s promise to transfer the good or service to the customer is separately identifiable from other promises

in the contract.
This evaluation requires subjective determinations and requires the Company to make judgments about the promised
goods and services and whether such goods and services are separable from the other aspects of the contractual
relationship. In determining the performance obligations, the Company evaluates certain criteria, including whether
the promised good or service is capable of being distinct and whether such good or service is distinct within the
context of the contract, based on consideration of the relevant facts and circumstances for each arrangement. Factors
considered in this determination include the research, manufacturing, and commercialization capabilities of the
partner; the availability of research and manufacturing expertise in the general marketplace; and the level of
integration, interrelation, and interdependence among the promises to transfer goods or services.

As part of the accounting for the relevant arrangements, the Company makes key assumptions that require judgment
to determine the stand-alone selling price for each performance obligation identified in the underlying contract, which
may include, as applicable, relevant market data, forecasted revenues, development timelines, reimbursement rates for
personnel costs, discount rates, and probabilities of technical and regulatory success. The transaction price is allocated
among the performance obligations using the relative selling price method, and the applicable revenue recognition
criteria are applied to each of the separate performance obligations. At contract inception, the Company determines
the standalone selling price for each performance obligation identified in the contract. If an observable price of the
promised good or service sold separately is not readily available, the Company utilizes assumptions that require
judgment to estimate the standalone selling price, which may include development timelines, probabilities of technical
and regulatory success, reimbursement rates for personnel costs, forecasted revenues, potential limitations to the
selling price of the product, expected technological life of the product, and discount rates.

Licenses of intellectual property: If a license granted to a customer to use the Company’s intellectual property is
determined to be distinct from the other performance obligations identified in the arrangement, the Company
recognizes revenue from consideration allocated to the license when the license is transferred to the licensee and the
licensee is able to use and benefit from the license. For licenses that are bundled with other promises, the Company
applies judgment to assess the nature of the combined performance obligation to determine whether the combined
performance obligation is satisfied over time or at a point in time and, if over time, to conclude upon the appropriate
method of measuring progress for purposes of recognizing revenue related to consideration allocated to the
performance obligation. The Company evaluates the measure of progress each reporting period and, if necessary,
adjusts the measure of performance and related revenue recognition.

Milestone payments: At the inception of each contract with a customer that includes development or regulatory
milestone payments, the Company evaluates whether the milestones are considered probable of being reached and
estimates the amount to be included in the transaction price using the most likely amount method. If it is probable that
a significant revenue reversal would not occur, the associated milestone value is included in the transaction price.
Milestone payments that are not within the control of the Company or of the licensee, such as regulatory approvals,
are assessed as to the probability of achieving the related milestones. At the end of each subsequent reporting period,
the Company re-evaluates the probability of achievement of all milestones and any related constraint, and, if
necessary, adjusts the estimate of the overall transaction price. Any such adjustments are recorded on a cumulative

16
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catch-up basis and are recorded as revenue and through earnings in the period of adjustment.

Options: Customer options, such as options granted to allow a licensee to choose to research and develop product
candidates against target genes to be identified in the future, generally do not provide a material right to the customer
and therefore do not give rise to a separate performance obligation. As such, the additional consideration that would
result from a customer exercising an option in the future is not included in the transaction price for the current
contract. Instead, additional option fee payments are recognized or begin being recognized as revenue when the
licensee exercises the options, and the exercise of the option would be treated as a separate contract for accounting
purposes.

10

17



Edgar Filing: Dicerna Pharmaceuticals Inc - Form 10-Q

Research and development services: Arrangements that include a promise to provide research or development services
at the licensee’s discretion are assessed to determine whether the services provide a material right to the licensee and
are capable of being distinct, are not highly interdependent or do not significantly modify one another, and if so, the
services are accounted for as separate performance obligations as the services are provided to the customer.
Otherwise, when research or development services are determined not to be capable of being distinct or distinct within
the context of the contract, those services are added to the performance obligation that includes the underlying license.

Royalties: For arrangements that include sales-based royalties, including commercial milestone payments based on the
level of sales, and when the license is deemed to be the predominant item to which the royalties relate, the Company
recognizes revenue at the later of (i) when the related sales occur, or (ii) when the performance obligation to which
some or all of the royalty has been allocated has been satisfied (or partially satisfied). To date, the Company has not
recognized any royalty revenue resulting from any out-licensing arrangement.

The Company receives payments from its licensees as established in each contract. Upfront payments and fees are
recorded as deferred revenue upon receipt or when due and may require deferral of revenue recognition to a future
period until the Company performs its obligations under these arrangements. Where applicable, amounts are recorded
as contracts receivable when the Company’s right to consideration is unconditional. The Company does not assess
whether a contract with a customer has a significant financing component if the expectation at contract inception is
such that the period between payment by the licensees and the transfer of the promised goods or services to the
licensees will be one year or less.

Recent Accounting Pronouncements
Adopted in 2018
Revenue recognition

In May 2014, the FASB issued Accounting Standards Codification (“ASC”) 606, Revenue from Contracts with
Customers (“ASC 606”), which amends the guidance for accounting for revenue from contracts with customers,
superseding the revenue recognition requirements in ASC 605, Revenue Recognition. ASC 606 is effective for annual
reporting periods beginning after December 15, 2017. Under ASC 606, two adoption methods were allowed:
retrospectively to all prior reporting periods presented, with certain practical expedients permitted, or retrospectively
with the cumulative effect of initially adopting ASC 606 recognized at the date of initial application. The Company
elected to apply ASC 606 retrospectively to all prior periods presented. Adoption of ASC 606 did not have a
significant quantitative impact on the Company’s condensed consolidated financial statements; however, adoption of
ASC 606 has resulted in additional revenue-related disclosures in the notes to the Company’s condensed consolidated
financial statements, as discussed above and in Note 6 — Collaborative Research and License Agreement.

Statement of cash flows

In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash (“ASU
2016-18”), a consensus of the FASB’s EITF. ASU 2016-18 requires that the statement of cash flows explain the change
during the period in the total of cash and cash equivalents, including amounts generally described as restricted cash or
restricted cash equivalents. Entities are required to reconcile such total to amounts on the balance sheet and disclose

the nature of the restrictions. By requiring that the statement of cash flows explain the change during the period in the
total of cash, cash equivalents and restricted cash, the new guidance eliminates current diversity in practice. The
Company adopted ASU 2016-18 on January 1, 2018 and has applied this new guidance retrospectively to all periods
presented. Consequently, transfers between restricted and unrestricted cash equivalents accounts are no longer

reported as a cash flow in the Company’s condensed consolidated statement of cash flows.

18
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Not yet adopted
Leases

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) (“ASU 2016-02”), which amends the
existing accounting standards for lease accounting, including requiring lessees to recognize most leases on their
balance sheets and making targeted changes to lessor accounting. ASU 2016-02 will be effective for the Company
beginning in the first quarter of 2019. ASU 2016-02 requires a modified retrospective transition approach for all
leases existing at, or entered into after, the date of initial application, with an option to use certain transition relief. In
July 2018, the FASB issued ASU 2018-11, Leases (Topic 842): Targeted Improvements (“ASU 2018-11"), which
allows entities to initially apply the new lease guidance at the adoption date and recognize a cumulative-effect
adjustment to the opening balance of retained earnings in the period of adoption. The Company is in the process of
gathering a complete inventory of its lease contracts and evaluating the impact of the new guidance on its condensed
consolidated financial statements and related disclosures; however, management expects that the adoption of ASU
2016-02 will result in the recognition of a

11
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right of use asset and related liability associated with the Company’s non-cancelable operating lease arrangement for
office and laboratory space that was executed in 2014 (see Note 7 — Commitments and Contingencies). The Company
is in the process of determining whether it will utilize the optional transition method presented in ASU 2018-11.

2.NET LOSS PER SHARE

The Company computes basic net loss per common share by dividing net loss attributable to common stockholders by
the weighted average number of common shares outstanding. In periods of net income, the Company’s accounting
policy includes allocating a proportional share of net income to participating securities, as determined by dividing
total weighted average participating securities by the sum of the total weighted average common shares and
participating securities (the “two-class method”). The Company’s vested restricted shares participated in any dividends
declared by the Company and were therefore considered to be participating securities. Participating securities have the
effect of diluting both basic and diluted earnings per share during periods of income. During periods when the
Company incurred a net loss, the Company did not allocate a loss to participating securities because they had no
contractual obligation to share in the losses of the Company. The outstanding securities presented below were
excluded from the calculation of net loss per share, because such securities would have been anti-dilutive due to the
Company’s net loss per share during the periods ending on the dates presented.

September 30,

2018 2017
Options to purchase common stock 7,573,698 6,134,301
Warrants to purchase common stock 2,198 87,901
Unvested restricted common stock — 10,000
Redeemable convertible preferred stock — 740,126
Total 7,575,896 6,972,328

3.HELD-TO-MATURITY INVESTMENTS
The following tables provide information regarding the Company’s held-to-maturity investments.

Gross Gross

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

As of September 30, 2018:

Held-to-maturity investments

U.S. treasury securities maturing in one year or less  $133,980 $ — % (57 ) $133,923
Amortized Gross Gross Fair
Cost Unrealized Unrealized Value
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Gains Losses
As of December 31, 2017:
Held-to-maturity investments
U.S. treasury securities maturing in one year or less  $ 44,889  § — $ @30 ) $44,859

The Company’s investment policy mandates that, at the time of purchase, the maturity of each investment within its
portfolio shall not exceed 24 months. In addition, the weighted average maturity of the investment portfolio must not
exceed 12 months.

12
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4.STOCK-BASED COMPENSATION
During the three and nine months ended September 30, 2018, the Company granted stock options to purchase 175,500

and 1,936,850 shares, respectively, of common stock with aggregate grant date fair values of $1.7 million and
$14.9 million, respectively, compared to stock options to purchase 304,500 and 1,635,497 shares of common stock
granted with aggregate grant date fair values of $0.7 million and $3.5 million, for the three and nine months ended

September 30, 2017, respectively.

The assumptions used to estimate the grant date fair value using the Black-Scholes option pricing model were as

follows:

The Company has classified stock-based compensation in its condensed consolidated statements of operations as

follows:

Common stock price

Expected option term (in years)

Expected volatility
Risk-free interest rate

Expected dividend yield

Common stock price

Expected option term (in years)

Expected volatility
Risk-free interest rate

Expected dividend yield

Three Months Ended
September 30, 2018
$12.74 - $15.74

6.00 - 6.25

77.0% - 77.9%
2.78% - 2.90%
0.00%

Three Months Ended
September 30, 2017
$3.24 - $3.99
5.50-6.25

79.6% - 90.8%
1.87% - 2.04%
0.00%

Three Nine
Months Months
Ended Ended
September 30,
2018

Research and development expense  $718  $2,275
General and administrative expenses 1,430 3,398

Total

5.FAIR VALUE MEASUREMENTS

$2,148 $5,673

Nine Months Ended

$9.14 - $15.74
5.50-6.25
75.9% - 90.9%
2.32% - 2.90%
0.00%

Nine Months Ended

$2.49 - $3.99
5.50-6.25
79.4% - 90.8%
1.86% - 2.07%
0.00%

Three Nine
Months Months
Ended Ended
September 30,
2017
$899 $2,816
1,071 3,187
$1,970 $6,003
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A summary of the Company’s financial assets that are measured or disclosed at fair value on a recurring basis as of
September 30, 2018 and December 31, 2017 are presented below.

September 30,

Level
Description 2018 Level 1 Level2 3
Cash equivalents
Money market fund $ 29,459 $29459 $— $ —
Held-to-maturity investments
U.S. treasury securities 133,923 — 133,923 —
Restricted cash equivalents
Money market fund 744 — 744 —
Total $ 164,126 $29,459 $134,667 $ —
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December 31,

Level
Description 2017 Level 1 Level2 3
Cash equivalents
Money market fund $ 51,441 $51,441 $— $ —
Held-to-maturity investments
U.S. treasury securities 44,859 — 44,859 —
Restricted cash equivalents
Money market fund 744 — 744 —
Total $ 97,044 $51,441 $45,603 $§ —

The Company’s cash equivalents, which are in money market funds, are classified within Level 1 of the fair value
hierarchy because they are valued using quoted prices as of September 30, 2018 and December 31, 2017.

The Company’s held-to-maturity investments and restricted cash equivalents bore interest at the prevailing market
rates for instruments with similar characteristics and therefore approximated fair value. These financial instruments
were classified within Level 2 of the fair value hierarchy because the inputs to the fair value measurement are valued
using observable inputs as of September 30, 2018 and December 31, 2017.

As of September 30, 2018 and December 31, 2017, the Company’s accounts payable and accrued expenses
approximated their estimated fair values because of the short-term nature of these financial instruments. As of
December 31, 2017, the carrying amount of the withholding tax receivable also approximated its estimated fair value
due to the short-term nature of the instrument.

The Company has a cash obligation of $13.0 million payable to Alnylam Pharmaceuticals, Inc. (“Alnylam”). Upon
receipt of certain upfront cash payments owed to the Company resulting from signing the Alexion Pharmaceuticals,

Inc. (“Alexion”) and Lilly agreements in October 2018, the Company anticipates that the cash obligation will be payable
in the fourth quarter of 2018, and has therefore adjusted the liability equal to the estimated present value of the
obligation of $12.8 million and included the obligation in current liabilities. As the present value was determined

using market rates based on the nature of the obligation and the Company’s creditworthiness, the carrying value
approximates the fair value. There was no liability recorded related to the settlement as of December 31, 2017.

The Company’s policy is to recognize transfers between levels of the fair value hierarchy, if any, at the end of the
reporting period; however, there have been no such transfers during any of the periods presented.

6.COLLABORATIVE RESEARCH AND LICENSE AGREEMENT

On October 27, 2017, the Company entered into a collaborative research and license agreement (the “BI Agreement”)
with Boehringer Ingelheim International GmbH (“BI”), pursuant to which the Company and BI jointly research and
develop product candidates for the treatment of chronic liver disease using the GalXC platform, Dicerna’s proprietary
RNAi-based technology. The BI Agreement is for the development of product candidates against one target gene with
an option for BI to add the development of product candidates that target a second gene. Pursuant to the BI
Agreement, Dicerna granted BI a worldwide license in connection with the research and development of such product
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candidates and has transferred to BI certain intellectual property rights of the product candidates selected by BI for
clinical development and commercialization. Dicerna also may provide assistance to BI in order to help BI further
develop selected product candidates. Under the terms of the BI Agreement, BI agreed to pay Dicerna a non-refundable
upfront payment of $10.0 million for the first target, less a refundable withholding tax in Germany of $1.6 million.
The German withholding tax was withheld by BI and remitted to the German tax authorities in accordance with local
tax law; the Company received reimbursement of this tax in July 2018.

During the term of the research program, BI will reimburse Dicerna the cost of certain materials and third-party
expenses that have been included in the preclinical studies. The Company is eligible to receive up to $191.0 million in
potential development and commercial milestones related to the initial target. Dicerna is also eligible to receive
royalty payments on potential global net sales, subject to certain adjustments, tiered from high single digits up to low
double digits. BI’s option to add a second target would provide for an option fee payment and success-based
development and commercialization milestones and royalty payments to Dicerna.

14
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Milestone payments that are contingent upon the Company’s performance under the BI Agreement include potential
developmental milestones totaling $99.0 million, including milestones for the first commercial sale. The Company has
excluded the amounts from allocable consideration at the outset of the arrangement, as described below. All potential
net sales milestones, totaling $95.0 million, will be accounted for in the same manner as royalties and recorded as
revenue at the later of the achievement of the milestone or the satisfaction of the performance obligation.

The Company assessed the BI Agreement in accordance with ASC 606 and concluded that BI is a customer. The
Company identified the following performance obligations under the contract: the license of intellectual property and
conducting agreed-upon research program services. The Company has concluded that the license and research and
development services do not have standalone value and are not capable of being distinct; therefore, the Company
considers these to be one performance obligation. The Company concluded the option underlying the transfer of future
licenses and potential associated research for any not-yet-known target gene is not a performance obligation of the
contract at inception because the option fee reflects the standalone selling price of the option, and therefore, the option
is not considered to be a material right. The Company considered the level of BI’s therapeutic expertise specifically
related to RNAI, as well as BI’s know-how vis-a-vis the Company’s GalXC conjugates, and concluded that BI cannot
currently benefit from the granted license on its own or together with other resources that are readily available to BI,
including relationships with oligonucleotide vendors who synthesize GalXC conjugates under contract with the
Company. As a result, the combination of the license of intellectual property together with the provision of research
and development support services together represent the highest level of goods and services that can be deemed
distinct.

Based on management’s evaluation, the non-refundable upfront fee and the agreed-upon reimbursable third-party
expenses constituted the amount of the consideration to be included in the transaction price and has been allocated to
the performance obligation identified based on the Company’s best estimate of the relative standalone selling price via
application of a market assessment approach. None of the development milestones have been included in the
transaction price, since none of such milestone amounts are within the control of the Company and are not considered
probable to occur until confirmed by BI, at BI’s sole discretion. Any consideration related to commercial sales-based
milestones (including royalties) will be recognized when the related sales occur, since these amounts have been
determined to relate predominantly to the license granted to BI and therefore are recognized at the later of when the
performance obligation is satisfied or the related sales occur. The Company will re-evaluate the transaction price in
each reporting period and as uncertain events are resolved or other changes in circumstances occur.

The $10.3 million transaction price is being recognized over the current research term, which is estimated to extend
through June 30, 2019, which represents the Company’s best estimate of the period of the obligation to provide
research support services to BI, and is the expected period over which the Company estimates the deferred revenue
balance will be recognized in revenue. Related revenue is being recognized on a straight-line basis, which is in
management’s judgment an appropriate measure of progress toward satisfying the performance obligation, largely in
absence of evidence that obligations are fulfilled in a specific pattern.

The following table presents changes in the Company’s deferred revenue accounts during the nine months ended
September 30, 2018.

Balance
Balance at at end
beginning of

Nine months ended September 30, 2018 of period Additions Deductions period
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Current portion of deferred revenue $ 6,180 $ —$(1,545 ) $4,635
Deferred revenue, net of current portion $ 3,090 $ —$@3G,000 )$—

The Company recognized revenues of $1.5 million and $4.6 million for the three and nine months ended
September 30, 2018, as a result of changes in the deferred revenue balances. There was no activity related to the
Company’s deferred revenue accounts during the three and nine months ended September 30, 2017.
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7.COMMITMENTS AND CONTINGENCIES
Facility lease

Future minimum lease payments on the Company’s non-cancelable operating lease for office and laboratory space are
as follows:

Operating
Years Ending December 31, Lease
Remaining 2018 $ 409
2019 1,678
2020* 1,581
Total $ 3,668

*The end of the lease term is November 30, 2020.
Litigation

On June 10, 2015, Alnylam filed a complaint against the Company in the Superior Court of Middlesex County,
Massachusetts (the “Court”). The complaint alleged misappropriation of confidential, proprietary, and trade secret
information, as well as other related claims, in connection with the Company’s hiring of a number of former employees
of Merck & Co., Inc. (“Merck”) and its discussions with Merck regarding the acquisition of its subsidiary, Sirna
Therapeutics, Inc., which was subsequently acquired by Alnylam.

On April 18, 2018, the Company and Alnylam entered into a Confidential Settlement Agreement and General Release
(the “Settlement Agreement”), resolving all ongoing litigation between the Company and Alnylam. The terms of the
Settlement Agreement include mutual releases and dismissals with prejudice of all claims and counterclaims in the
following litigation between the parties: (i) Alnylam Pharmaceuticals, Inc. v. Dicerna Pharmaceuticals, Inc.,

No. 15-4126 pending in the Massachusetts Superior Court for Middlesex County and (ii) Dicerna Pharmaceuticals,
Inc., v. Alnylam Pharmaceuticals, Inc. No.1:17-cv-11466 pending in the United States District Court for the District
of Massachusetts. Pursuant to the terms of the Settlement Agreement, the Company has agreed to make the following
payments to Alnylam: (i) a $2.0 million upfront payment in cash, which the Company made in May 2018; (ii) an
additional $13.0 million in cash to be paid as 10% of any upfront or first year cash consideration that the Company
receives pursuant to future collaborations related to GalNAc-conjugated RNAi research and development (excluding
any amounts received or to be received by the Company from its existing collaboration with BI), provided that the
$13.0 million must be paid by no later than April 28, 2022; and (iii) issuance of shares of the Company’s common
stock (the “Shares”) pursuant to a share issuance agreement between the parties (the “Share Issuance Agreement”).

Under the Settlement Agreement, for periods ranging from 18 months up to four years, the Company will be restricted
in its development and other activities relating to oligonucleotide-based therapeutics directed toward a defined set of
eight Alnylam targets (the “Oligo Restrictions”). The Oligo Restrictions pertain to targets where Dicerna does not have,
or does not currently intend to have, a therapeutic program, or are expected to be consistent with Dicerna’s execution
on programs in the normal course of business. The Settlement Agreement does not include any admission of liability

or wrongdoing by either party or any licenses to any intellectual property from either party.

On April 20, 2018, the Company and Alnylam entered into the Share Issuance Agreement, pursuant to which the
Company agreed to issue to Alnylam 983,208 Shares in satisfaction of the Company’s obligation under the Settlement
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Agreement to deliver Shares to Alnylam. The Share Issuance Agreement contains customary representations and
warranties of each party. Pursuant to the terms of the Share Issuance Agreement, Alnylam may not, without the prior
approval of the Company, dispose of any of the Shares for a six-month period commencing on the closing date of the
Share issuance. Thereafter, through the fifth anniversary of the closing date of the Share issuance, Alnylam will only
dispose of the maximum number of Shares that it would be permitted to dispose if the Shares were subject to the
volume restrictions set forth in Rule 144(e) of the Securities Act of 1933, as amended.
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The Company paid the upfront payment of $2.0 million dollars in May 2018 and recorded the cash obligation of $13.0
million as a liability discounted to the estimated present value of $8.7 million at an effective interest rate of 10.0%.
Ten percent of any first year or upfront consideration or proceeds paid to the Company arising from any new
collaboration agreements are payable to Alnylam until the cash obligation is satisfied. If the entire obligation is not
paid by the fourth-year anniversary of the agreement, the balance is payable to Alnylam in cash at that time. Upon
signing the agreement, the Company recorded a liability equal to the estimated present value of the obligation at that
time. The Company applies the effective interest method, as the present value is accreted through maturity. As of
September 30, 2018, $0.4 million of interest expense had been recorded on this liability. Upon receipt of certain
upfront cash payments owed to the Company resulting from signing the Alexion and Lilly agreements in October
2018, the Company anticipates that the $13.0 million cash obligation will become payable in the fourth quarter of
2018. As a result, the estimated present value of $12.8 million, which was revised based on the expected timing of the
remaining payments, is recorded in current liabilities. The impact of revising the expected timing of repayment is
recorded as a component of litigation expense in the condensed consolidated statement of operations.

The 983,208 shares issued pursuant to the Share Issuance Agreement was recorded at fair market value of $10.3
million based on the Company’s closing share price on April 18, 2018, the date the Settlement Agreement was
executed. The Company did not assign any value to the Oligo Restrictions as the Company did not incur additional
losses or give up any value as a result of the restrictions.

Total litigation expense was $3.7 million and $29.1 million for the three and nine months ended September 30, 2018,
respectively, all of which related to the litigation and settlement agreement with Alnylam. The litigation expense for
the nine months ended September 30, 2018 includes $24.7 million related to the Settlement Agreement. The Company
recorded litigation expenses, also related to the Alnylam litigation, of $2.5 million and $6.2 million for three and nine
months ended September 30, 2017, respectively, which was previously included as a component of general and
administrative expenses and recast to litigation expense for comparative purposes.

From time to time, the Company may be subject to various claims and legal proceedings. If the potential loss from any
claim, asserted or unasserted, or legal proceeding is considered probable and the amount is reasonably estimable, the
Company will accrue a liability for the estimated loss. There were no contingent liabilities recorded as of September
30, 2018 and December 31, 2017.

8.SUBSEQUENT EVENTS
Alexion

Alexion Collaborative Research and License Agreement

On October 22, 2018, the Company and Alexion Pharma Holding Unlimited Company (‘“Alexion Pharma Holding”), an
affiliate of Alexion Pharmaceuticals, Inc. (“Alexion Pharmaceuticals” and together with Alexion Pharma Holding,
“Alexion”) entered into a Collaborative Research and License Agreement (the “Alexion Collaboration Agreement”). The
Alexion Collaboration Agreement is for the joint discovery and development of RNAi therapies for
complement-mediated diseases. Under the terms of the Alexion Collaboration Agreement, the Company and Alexion
will collaborate on the discovery and development of subcutaneously delivered GalXC candidates, currently in
pre-clinical development, for the treatment of complement-mediated diseases with potential global commercialization
by Alexion. The Company will lead the joint discovery and research efforts through the pre-clinical stage, and

Alexion will lead development efforts beginning with Phase 1 studies. The Company will be responsible for
manufacturing of the GalXC candidates through the completion of Phase 1, the costs of which will be paid by

Alexion. Alexion will be solely responsible for the manufacturing of any product candidate subsequent to the
completion of Phase 1. The Alexion Collaboration Agreement provides Alexion with exclusive worldwide licenses as
well as development and commercial rights for two of the Company’s pre-clinical, subcutaneously delivered GalXC
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RNAI candidates and an exclusive option for the discovery and development of GalXC RNAi candidates against two
additional complement pathway targets.

Under the terms of the Alexion Collaboration Agreement, Alexion will pay the Company a non-refundable,
non-reimbursable, and non-creditable upfront payment of $22.0 million, with Alexion Pharmaceuticals making a
concurrent $15.0 million equity investment at a premium in Dicerna pursuant to a share issuance agreement between
the Company and Alexion Pharmaceuticals (the “Alexion Share Issuance Agreement”). The Alexion Collaboration
Agreement also provides for potential additional payments to the Company of up to $600.0 million, which is
comprised of option exercise fees of up to $20.0 million, representing $10.0 million for each of the candidates
selected; development milestones of up to $105.0 million for each product; and aggregate sales milestones of up to
$160.0 million. Under the agreement, Alexion will also pay to the Company mid-single to low-double digit royalties
on potential product sales on a country-by-country, product-by-product basis until the later of the expiration of patent
rights in a country, the expiration of market or regulatory exclusivity in such country, or 10 years after the first
product sale in such country, subject to certain royalty step-down provisions set forth in the agreement.
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The Alexion Collaboration Agreement includes various representations, warranties, covenants, indemnities, and other
customary provisions. Alexion may terminate the Alexion Collaboration Agreement at any time without cause
following a 90-day notice period.

Alexion Share Issuance Agreement

In connection with the Alexion Collaboration Agreement, the Company and Alexion entered into the Alexion Share
Issuance Agreement on October 22, 2018, pursuant to which the Company agreed to issue to Alexion 835,834 shares
of the Company’s common stock at a purchase price of $17.95 per share for an aggregate purchase price of
approximately $15.0 million.

Pursuant to the terms of the Alexion Share Issuance Agreement, Alexion may not, without the prior approval of the
Company, dispose of any of the Alexion Shares for a six-month period of time commencing on the closing date of the
Alexion Share issuance.

Lilly
Lilly Collaboration and License Agreement

On October 25, 2018, the Company and Lilly entered into a Collaboration and License Agreement the Lilly
Collaboration Agreement. The Lilly Collaboration Agreement is for the discovery, development, and
commercialization of potential new medicines in the areas of cardio-metabolic disease, neurodegeneration, and pain.
Under the terms of the Lilly Collaboration Agreement, the Company and Lilly will seek to use the Company’s
proprietary GalXC RNAi technology platform to progress new drug targets toward clinical development and
commercialization. In addition, the Company and Lilly will collaborate to extend the GalXC RNAI platform
technology to non-liver tissues, including neural tissues.

The Lilly Collaboration Agreement provides that the Company will work exclusively with Lilly in the
neurodegeneration and pain fields with the exception of mutually agreed upon orphan indications. Additionally, the
Company will work exclusively with Lilly on select targets in the cardio-metabolic field. Under the Lilly
Collaboration Agreement, the Company will provide Lilly with exclusive and non-exclusive licenses to support the
companies’ activities and to enable Lilly to commercialize products derived from or containing compounds developed
pursuant to such agreement. The Lilly Collaboration Agreement contemplates in excess of 10 targets.

Under the terms of the Lilly Collaboration Agreement, Lilly will pay the Company a non-refundable, non-creditable
upfront payment of $100.0 million, with Lilly making a concurrent $100.0 million equity investment in the Company
pursuant to the Lilly Share Issuance Agreement. Under the Lilly Collaboration Agreement, the Company is also
eligible to potentially receive up to approximately $350.0 million per target in development and commercialization
milestones, in addition to a $5.0 million payment due when the first non-hepatocyte target achieves proof of principle.
In addition, the Lilly Collaboration Agreement also provides that Lilly will pay to the Company mid-single to
low-double digit royalties on potential product sales on a country-by-country and product-by-product basis until the
later of expiration of patent rights in a country, the expiration of data or regulatory exclusivity in such country, or 10
years after the first product sale in such country, subject to certain royalty step-down provisions set forth in the
agreement.

The Lilly Collaboration Agreement includes various representations, warranties, covenants, indemnities, and other
customary provisions. Lilly may terminate the Lilly Collaboration Agreement at any time without cause following a
90-day notice period. The Lilly Collaboration Agreement is subject to clearance under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the “HSR Act”), and other customary closing conditions.
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Lilly Share Issuance Agreement

In connection with the Lilly Collaboration Agreement, the Company and Lilly entered into the Lilly Share Issuance
Agreement on October 25, 2018, pursuant to which the Company agreed to issue to Lilly 5,414,185 shares of the
Company’s common stock at a purchase price of $18.47 per share, for an aggregate purchase price of approximately
$100.0 million. The issuance of shares of common stock under the Lilly Share Issuance Agreement is subject to
clearance under the HSR Act and other customary closing conditions. The Lilly Share Issuance Agreement contains
customary representations, warranties, and covenants of each party. The Lilly Share Issuance Agreement will
automatically terminate if the Lilly Collaboration Agreement is terminated prior to the closing of the transactions
contemplated by the Lilly Share Issuance Agreement.

Pursuant to the terms of the Lilly Share Issuance Agreement, Lilly may not, without the prior approval of the
Company or except in the case of a third party tender offer, dispose of any of the Lilly Shares for a nine-month period
of time commencing on the closing date of the Lilly Share issuance.

Alnylam

As a result of the recently executed partnership agreements with Alexion and Lilly, the Company believes that its cash
obligation of $13.0 million payable to Alnylam will become due and that it will make this payment during the fourth
quarter of 2018. As a result, the estimated present value of $12.8 million, which was revised based on the expected
timing of the remaining payments, is recorded in current liabilities. The impact of revising the expected timing of
repayment was recorded as a $3.7 million charge to litigation expense in the condensed consolidated statement of
operations for three and nine months ended September 30, 2018.
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Item 2.Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion contains forward-looking statements that involve risks and uncertainties. Our actual results
could differ materially from those discussed here. Factors that could cause or contribute to such differences include,
but are not limited to, those discussed in this section as well as factors described in Part II, Item 1A — “Risk Factors.”

Overview

Dicerna Pharmaceuticals, Inc. (“we”, “the Company,” or “Dicerna”) is a biopharmaceutical company focused on the
discovery and development of innovative subcutaneously delivered ribonucleic acid (“RNA”) interference
(“RNAi”)-based pharmaceuticals using our GalX{® RNAI platform for the treatment of diseases involving the liver,
including rare diseases, viral infectious diseases, chronic liver diseases, and cardiovascular diseases. Within these
therapeutic areas, we believe our GalXC RNAI platform will allow us to build a broad pipeline of therapeutics with
commercially attractive pharmaceutical properties, including a subcutaneous route of administration, infrequent
dosing (e.g., dosing that is monthly or quarterly, and potentially even less frequent), high therapeutic index, and
specificity to a single target gene.

All of our GalXC drug discovery and development efforts are based on the therapeutic modality of RNAi, a highly
potent and specific mechanism for silencing the activity of a targeted gene. In this naturally occurring biological
process, double-stranded RNA molecules induce the enzymatic destruction of the messenger ribonucleic acid
(“mRNA”) of a target gene that contains sequences that are complementary to one strand of the therapeutic
double-stranded RNA molecule. The Company’s approach is to design proprietary double-stranded RNA molecules
that have the potential to engage the enzyme Dicer and initiate an RNAi process to silence a specific target gene. Our
GalXC RNAI platform utilizes a particular structure of double-stranded RNA molecules configured for subcutaneous
delivery to the liver. Due to the enzymatic nature of RNAI, a single GalXC molecule incorporated into the RNAi
machinery can destroy hundreds or thousands of mRNAs from the targeted gene.

The GalXC RNAI platform supports Dicerna’s long-term strategy to retain, subject to the evaluation of potential
licensing opportunities as they may arise, a full or substantial ownership stake and to invest internally in diseases with
focused patient populations, such as certain rare diseases. We see such diseases as representing opportunities that
carry a relatively higher probability of success, with genetically and molecularly defined disease markers, high unmet
need, a limited number of Centers of Excellence to facilitate reaching these patients, and the potential for more rapid
clinical development programs. For more complex diseases with multiple gene dysfunctions and larger patient
populations, we plan to pursue collaborations that can provide the enhanced scale, resources, and commercial
infrastructure required to maximize these prospects, such as our existing collaborative research and license
agreements, as discussed below.

Development Programs

In choosing which development programs to internally advance, we apply scientific, clinical, and commercial criteria
that we believe allow us to best leverage our GalXC RNAI platform and maximize value. The Company is focusing its
efforts on three priority therapeutic programs that currently have a Clinical Trial Application (“CTA”) filed,
Investigational New Drug application (“IND”) filed, or are in enabling studies in preparation to submit additional
regulatory applications that will be necessary to initiate clinical trials. The Company is also focusing its efforts on a
series of potential programs in the clinical candidate selection stage, or for which a provisional clinical candidate has
been selected, that may be elevated into IND/CTA enabling studies in the future, either on our own or in collaboration
with larger pharmaceutical companies. Our three priority programs are: DCR-PHXC for the treatment of primary
hyperoxaluria (“PH”); DCR-HBVS for the treatment of chronic hepatitis B virus (“HBV”) infection; and a program for an
undisclosed rare disease. Our potential programs include additional rare disease programs, a program for the treatment
of hypercholesterolemia, and multiple programs targeting undisclosed targets in chronic liver diseases and
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cardiovascular diseases. In May 2018, the Company dosed the first PH patient with DCR-PHXC in the Group B
portion of the Phase 1 clinical trial and received notice from the United States (“U.S.”) Food and Drug Administration
(“FDA”) granting Orphan Drug Designation to DCR-PHXC for treatment of PH. In August 2018, the European
Medicines Agency’s Committee for Orphan Medicinal Products (“COMP”) designated DCR-PHXC as an orphan
medicinal product for the treatment of PH in the European Union (“EU”). We have received regulatory and ethical
approvals for the PHYOX clinical trial in the United Kingdom, France, Netherlands, and Germany. We expect to
submit requests for additional regulatory clearances necessary to commence clinical trials for our programs in 2018
and 2019.
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The table below sets forth the state of development of our various GalXC RNAI platform product candidates as
of November 5, 2018.

Our current GalXC RNAI platform development programs are as follows:

Primary Hyperoxaluria. We are developing DCR-PHXC for the treatment of all types of PH. PH is a family of rare
inborn errors of metabolism in which the liver produces excessive levels of oxalate, which in turn causes damage to
the kidneys and other tissues in the body. DCR-PHXC is currently being investigated in a Phase 1 clinical trial called
PHYOX. In non-clinical models of PH, DCR-PHXC reduces oxalate production to near-normal levels, ameliorating
the disease condition.
PHYOX is a Phase 1 single ascending-dose study of DCR-PHXC in normal healthy volunteers (“NHVs”) and study
participants with PH. The study is divided into two groups: Group A is a placebo-controlled, single-blind, single
center study, which has enrolled 25 NHVs; Group B is an open-label, multi-center study enrolling up to 18
participants with PH type 1 (“PH1”) or PH type 2 (“PH2”). The primary objective of the study is to evaluate the safety and
tolerability of single doses of DCR-PHXC in both groups. The secondary objectives are to evaluate the
pharmacodynamic effect of single doses of DCR-PHXC on biochemical markers, and to characterize the
pharmacokinetics of single doses of DCR-PHXC in NHVs and study participants with PH. We have submitted CTAs
for the PHYOX trial in the UK, France, Netherlands, and Germany and have received the required regulatory and
ethical approvals. The FDA has accepted the Company’s IND and issued a “study may proceed” letter for the PHYOX
trial. We have completed the Group A portion of the study in NHVs and started the Group B portion of the study.
Group B consists of three cohorts of participants with PH1 dosed at 1.5, 3, and 6 mg/kg. An additional fourth cohort
consists of participants with PH2 dosed at a flexible dosing level. We have enrolled 12 participants out of 18 (four
PHI1 participants in Cohort 1, four PH1 participants in Cohort 2, three PH1 participants in Cohort 3, and one PH2
participant in Cohort 4). We reported interim results from the PHYOX trial on September 5, 2018 and presented
updated results (as of October 1, 2018) at Kidney Week in San Diego on October 25, 2018.

As of October 1, 2018, no severe or serious adverse events have occurred thus far in the PHYOX trial, and there have
been no clinically significant changes in electrocardiography (“ECG”), vital signs, laboratory, or hematology values.
The investigators have observed in a total of 27 participants dosed (Group A and B together) mild-to-moderate
injection site reactions in 5 participants (19%), all of which were transient and resolved without intervention within 24
to 72 hours.
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Investigators reported that a single 3.0-mg/kg dose of DCR-PHXC brought urinary oxalate levels into the normal
range (defined as 24-hour excretion <0.46 mmol) at one or more post-dose time points in three out of four PH
participants dosed at this level, including a mean maximal reduction in 24-hour urinary oxalate of 65% for the cohort,
and a single 1.5-mg/kg dose led to near-normalization (defined as 24-hour excretion <0.6 and >0.46 mmol) in three
out of four PH1 participants dosed at this level, and led to a mean maximal reduction in urinary oxalate of 50% in the
five PH participants dosed at that level, including one PH2 participant.

Additionally, we intend to initiate a multi-dose study, which we hope will serve as a registration trial in the first
quarter of 2019, pending regulatory feedback.

€Chronic Hepatitis B Virus infection. We have declared a GalXC RNA:i platform-based product candidate for the
treatment of HBV, DCR-HBVS, and are conducting formal non-clinical development studies. We filed a clinical trial
application (“CTA”) with the New Zealand Medicines and Medical Devices Safety Authority and the Health and
Disability Ethics Committee to initiate a phase 1 clinical trial in healthy volunteers and patients with chronic HBV.
Pending CTA approval, we intend to initiate the clinical study in early 2019. We expect to file for regulatory
clearance in Australia during the fourth quarter of 2018. Current therapies for HBV rarely lead to a long-term
immunological cure as measured by the clearance of HBV surface antigen (“HBsAg”) and sustained HBV
deoxyribonucleic acid (“DNA”) suppression in patient plasma or blood. DCR-HBVS targets HBV messenger RNA and
leads to greater than 99% reduction in circulated HBsAg in mouse models of HBV infection. DCR-HBVS is
comprised of a single GalXC molecule that targets HBV mRNAs within the HBsAg gene sequence region. In
preclinical studies with a standard mouse model of HBV infection, we have found that targeting this region leads to
superior HBsAg suppression, both in magnitude of suppression and duration of suppression, compared to targeting
within the X gene sequence region. We believe that this difference in suppression derives from the role of the X gene
product in indirectly regulating viral gene transcription such that the lack of X gene product leads to higher levels of
viral gene transcription. Based on our preclinical studies, and only if we receive appropriate regulatory approval to
begin human clinical trials, we hope to determine the potential of DCR-HBVS to reduce HBsAg and HBV DNA
levels in the blood of HBV patients in a commercially attractive subcutaneous dosing paradigm.

An undisclosed rare disease involving the liver. We are developing a GalXC-based therapeutic, targeting a
liver-expressed gene involved in a serious rare disease. For competitive reasons, we have not yet publicly disclosed
the target gene or disease. We have selected this target gene and disease based on criteria that include having a strong
therapeutic hypothesis, a readily-identifiable patient population, the availability of a potentially predictive biomarker,
high unmet medical need, favorable competitive positioning, and what we believe is a rapid projected path to
approval. The disease is a genetic disorder where mutations in the disease gene lead to the production of an abnormal
protein. The protein causes progressive liver damage and fibrosis, in some cases leading to cirrhosis and liver failure,
and we believe that silencing of the disease gene will prevent production of the abnormal protein and thereby slow or
stop progression of the liver fibrosis. Greater than 100,000 people in the U.S. are believed to be homozygous (i.e.,
having identical pairs of genes for any given pair of hereditary characteristics) for the mutation that causes the liver
disease, and at least 10% of those people, and potentially a significantly higher fraction, are believed to have
liver-associated disease as a consequence. As our corporate resources have expanded, we are no longer seeking a
risk-sharing collaborator for this program prior to entry into the clinic and have terminated collaboration discussions
regarding the program. We intend to continue developing this program as a wholly-owned program and expect to
submit regulatory filings to initiate clinical trials in the first half of 2019.

Additional pipeline programs. We have developed a robust portfolio of additional targets and diseases that we plan to
pursue either on our own or in collaboration with partners. We have applied our GalXC technology to multiple gene
targets across our disease focus areas of rare diseases, chronic liver diseases and cardiovascular diseases. Pursuant to
our strategy, we are seeking collaborations with larger and/or more experienced pharmaceutical companies to
advance our programs in the areas of chronic liver diseases and cardiovascular diseases, as well as select rare
diseases that do not fit our criteria for a priority development program. The chronic liver and cardiovascular disease
areas represent large and diverse patient populations, requiring complex clinical development and commercialization
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paths that we believe can be more effectively pursued in collaboration with larger pharmaceutical companies. Certain
rare diseases require complex clinical development and commercialization paths aligned with existing treatment
paradigms that we believe can be more effectively pursued in collaboration with companies possessing certain rare
disease expertise. For our additional rare disease opportunities, we are continuing to assess their potential for clinical
success and market opportunity while optimizing our GalXC molecules. For our additional pipeline programs, we
may utilize more advanced versions of our GalXC technology that further improve pharmaceutical properties of the
GalXC molecules, including enhancing the duration of action and potency. We have further optimized our GalXC
technology platform,
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enabling the development of next generation GalXC molecules. Improvements to our GalXC compound include
modification of the tetraloop end of the molecule, which can be applied to any target gene, resulting in a substantially
longer duration of action and higher potency of target gene silencing in animal models across multiple targets.
Modification of the tetraloop only impacts the passenger strand and does not impact the guide strand. These
modifications are unique to our GalXC molecules and, we believe, provide a competitive advantage for the
Company.
In addition to the GalXC development programs outlined above, we are party to an agreement (the “BI Agreement”)
with Boehringer Ingelheim International GmbH (“BI”), pursuant to which the Company and BI jointly research and
develop product candidates for the treatment of chronic liver diseases, with an initial focus on nonalcoholic
steatohepatitis (“NASH”) using our GalXC platform. NASH is caused by the buildup of fat in the liver, potentially
leading to liver fibrosis and cirrhosis. NASH has an especially high prevalence among obese and diabetic patients and
is an area of high unmet medical need. The BI Agreement is for the development of product candidates against one
target gene with an option for BI to add the development of product candidates that target a second gene. We are
working exclusively with BI to develop the product candidates against the undisclosed target gene. We are responsible
for the discovery and initial profiling of the product candidates, including primary pre-clinical studies, synthesis, and
delivery. Bl is responsible for evaluating and selecting the product candidates for further development. If BI selects
one or more product candidates, it will be responsible for further pre-clinical development, clinical development,
manufacturing, and commercialization of those products. Also pursuant to the BI Agreement, we granted Bl a
worldwide license in connection with the research and development of the product candidates and have transferred to
BI certain intellectual property rights of the product candidates selected by BI for clinical development and
commercialization. We also may provide assistance to BI in order to help BI further develop selected product
candidates. Pursuant to the BI Agreement, BI agreed to pay us a non-refundable upfront payment of $10.0 million for
the first target. During the term of the research program, BI will reimburse us the cost of materials and third-party
expenses that have been included in the preclinical studies up to an agreed-upon limit. We are eligible to receive up to
$191.0 million in potential development and commercial milestones related to the initial target. We are also eligible to
receive royalty payments on potential global net sales, subject to certain adjustments, tiered from high single digits up
to low double digits. BI’s exercise of the option to add a second target, upon completion of a work plan, budget, and
other activities, would provide for a $5.0 million option fee payment and provides for success-based development and
commercialization milestones and royalty payments to us.

We have also developed a wholly-owned clinical candidate, DCR-BCAT, targeting the -catenin

oncogene. DCR-BCAT is based on an extended version of our earlier generation non-GalXC Dicer Substrate RNAi
technology and is delivered by our lipid nanoparticle tumor delivery system, EnCore™. We plan to out-license, spin
out, or seek external funding to advance the DCR-BCAT opportunity, given our focus on our GalXC platform-based
programs.

Corporate Developments

On April 18, 2018, we entered into a Confidential Settlement Agreement and General Release (the “Settlement
Agreement”) with Alnylam Pharmaceuticals, Inc. (“Alnylam”), resolving all ongoing litigation between the Company
and Alnylam. The terms of the Settlement Agreement include mutual releases and dismissals with prejudice of all
claims and counterclaims in the following litigation between the parties: (i) Alnylam Pharmaceuticals, Inc. v. Dicerna
Pharmaceuticals, Inc., No. 15-4126 pending in the Massachusetts Superior Court for Middlesex County and

(i1) Dicerna Pharmaceuticals, Inc., v. Alnylam Pharmaceuticals, Inc. No.1:17-cv-11466 pending in the United States
District Court for the District of Massachusetts. Pursuant to the terms of the Settlement Agreement, we have agreed to
make the following payments to Alnylam: (i) a $2.0 million upfront payment in cash, which we made in May 2018;
(ii) an additional $13.0 million in cash, to be paid as 10% of any upfront or first year cash consideration that we
receive pursuant to future collaborations related to GalNAc-conjugated RNAi research and development (excluding
any amounts received or to be received by the Company from its existing collaboration with BI), provided that the
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$13.0 million must be paid by no later than April 28, 2022; and (iii) issuance of shares of our common stock (the
“Shares”) pursuant to a share issuance agreement between the parties (the “Share Issuance Agreement”).

Under the Settlement Agreement, for periods ranging from 18 months up to four years, we will be restricted in our
development and other activities relating to oligonucleotide-based therapeutics directed toward a defined set of eight
Alnylam targets (the “Oligo Restrictions”). The Oligo Restrictions pertain to targets where Dicerna does not have, or
does not currently intend to have, a therapeutic program, or are expected to be consistent with our execution on
programs in the normal course of business. The Settlement Agreement does not include any admission of liability or
wrongdoing by either party or any licenses to any other intellectual property from either party.
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On April 20, 2018, we entered into the Share Issuance Agreement, pursuant to which we agreed to issue to Alnylam
983,208 Shares in satisfaction of our obligation under the Settlement Agreement to deliver Shares to Alnylam. The
Share Issuance Agreement contains customary representations and warranties of each party. Pursuant to the terms of
the Share Issuance Agreement, Alnylam may not, without our prior approval, dispose of any of the Shares for a
six-month period commencing on the closing date of the Share issuance. Thereafter, through the fifth anniversary of
the closing date of the Share issuance, Alnylam will only dispose of the maximum number of Shares that it would be
permitted to dispose if the Shares were subject to the volume restrictions set forth in Rule 144(e) of the Securities Act
of 1933, as amended.

On September 6, 2018, we entered into an underwriting agreement with Citigroup Global Markets Inc. and Leerink
Partners LLC as representatives of the underwriters relating to the underwritten public offering of 7,680,492 shares of
our common stock, par value, and the grant to the underwriters of a 30-day option to purchase up to an additional
1,152,073 shares of our common stock. We completed the sale of 8,832,565 shares to the underwriters on September
11, 2018, which resulted in net proceeds to us of approximately $107.7 million, after deducting underwriting
discounts and commissions and estimated offering expenses payable by us.

Critical Accounting Policies and Significant Judgments and Estimates

Our management’s discussion and analysis of financial condition and results of operations is based on our condensed
consolidated financial statements, which have been prepared in accordance with accounting principles generally
accepted in the U.S. The preparation of our condensed consolidated financial statements requires us 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, as well as the revenue and expenses incurred
during the reported periods. On an ongoing basis, we evaluate these estimates and judgments. We base our estimates
on historical experience and on various other factors that we believe are reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying value of assets and liabilities that are not
apparent from other sources. Changes in estimates are reflected in reported results for the period in which they
become known. Actual results may differ from these estimates under different assumptions or conditions.

The critical accounting policies that we believe impact significant judgments and estimates used in the preparation of
our financial statements presented in this report are described in our Management’s Discussion and Analysis of
Financial Condition and Results of Operations in our Annual Report on Form 10-K filed with the SEC on March 8,
2018. There have been no changes to our critical accounting policies during the three or nine months ended

September 30, 2018 from those discussed in “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Critical Accounting Policies and Significant Judgments and Estimates” in our Annual Report on
Form 10-K filed with the SEC on March 8, 2018, except as discussed below.

Recent Accounting Pronouncements

A summary of recent accounting pronouncements that have been adopted or are expected to be adopted by the
Company is included in Note 1 — Description of Business and Basis of Presentation to our condensed consolidated
financial statements (see Part I, Item 1 — “Financial Statements” of this Quarterly Report on Form 10-Q). Additional
information regarding relevant accounting pronouncements is provided below.

Adopted in 2018

Revenue recognition
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In May 2014, the accounting guidance related to revenue recognition was amended to replace current guidance with a
single, comprehensive standard for accounting for revenue from contracts with customers. The new guidance became
effective for us on January 1, 2018. The new revenue standard applies to all contracts with customers, and only
contracts with customers are in the scope of the new revenue standard. Once a contractual arrangement is scoped into
the new guidance, revenue is recognized based on a model that includes identifying performance obligations and
determining and allocating the transaction price to the performance obligations identified in the contract. Revenue is
recognized as those performance obligations are satisfied. We elected to apply this new guidance retrospectively to all
prior periods presented, and adoption of this new guidance did not have a significant quantitative impact on our
condensed consolidated financial statements; however, adoption of this guidance has resulted in additional
revenue-related disclosures in the notes to our condensed consolidated financial statements.
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Statement of cash flows

In November 2016, new accounting guidance was issued related to the statement of cash flows implications related to
restricted cash and cash equivalents. The guidance requires that the statement of cash flows explain the change during
the period in the total of cash and cash equivalents, including amounts generally described as restricted cash or
restricted cash equivalents. Entities are also required to reconcile such total to amounts on the balance sheet and
disclose the nature of the restrictions. We applied this new guidance on January 1, 2018 and have made current and
retrospective presentation adjustments such that transfers between restricted and unrestricted cash accounts are no
longer reported as a cash flow in our condensed consolidated statement of cash flows.

Not yet adopted
Leases

In February 2016, accounting guidance related to leases was issued that will require an entity to recognize leased
assets and the rights and obligations created by those leased assets on the balance sheet and to disclose key
information about an entity’s leasing arrangements. This guidance will become effective for us on January 1, 2019,
with early adoption permitted. We expect that the adoption of this guidance will impact our condensed consolidated
financial statements and notes thereto, resulting, among other factors, from the recognition of a right of use asset and
related liability related to our non-cancelable operating lease arrangement for our office and laboratory space in
Cambridge, Massachusetts. In July 2018, additional guidance intending to provide some transition relief to the
guidance issued in February 2016 was issued. As of September 30, 2018, and as presented in Note 7 — Commitments
and Contingencies to our condensed consolidated financial statements (see Part 1, Item 1 — “Financial Statements” of this
Quarterly Report on Form 10-Q), our total future minimum lease obligation associated with this lease was

$3.7 million, and a substantial portion of this commitment will remain outstanding at the time we adopt the new
guidance. Our evaluation of the new lease guidance and its full impact on our condensed consolidated financial
statements will continue throughout 2018.

Recent Developments

On October 25, 2018, we announced the presentation of late-breaking data from our ongoing PHYOX Phase 1 trial, in
which single-dose administration of DCR-PHXC, our lead GalXC™ product candidate, was associated with
normalization or near-normalization of urinary oxalate levels in a majority of adult patients with PH1 and PH2. In a
poster presented at the American Society of Nephrology (“ASN”) Annual Kidney Week 2018 in San Diego, California,
investigators reported that a single 3.0-mg/kg dose of DCR-PHXC brought urinary oxalate levels into the normal
range (defined as 24-hour excretion <0.46 mmol) at one or more post-dose time points in three out of four PH
participants dosed at this level, including a mean maximal reduction in 24-hour urinary oxalate of 65% for the cohort.
Investigators also reported that a single 1.5-mg/kg dose led to near-normalization (defined as 24-hour excretion <0.6
and >0.46 mmol) in three out of four PH1 participants dosed at this level and led to a mean maximal reduction in
urinary oxalate of 50% in the five patients dosed at that level, including one PH2 patient. All patients demonstrated a
clinically significant reduction in urinary oxalate (defined as a >30% reduction compared to baseline).

In their poster presentation, which is based on data as of October 1, 2018, the PHYOX investigators also reported that
DCR-PHXC is safe and well-tolerated in this ongoing study, based on data from 12 participants with PH1 (n=11) and
PH2 (n=1) and 25 adult NHVs. The ASN presentation follows our announcement in September 2018 of preliminary
proof-of-concept for DCR-PHXC, based on interim PHYOX data demonstrating substantial and clinically significant
reductions in urinary oxalate in all assessed patients with PH. We plan to initiate a Phase 2/3 registration trial for
DCR-PHXC in the first quarter of 2019, pending regulatory feedback.
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We are investigating DCR-PHXC for the treatment of all forms of PH, a family of severe, rare, inherited disorders of

the liver that often result in kidney failure. The Company initiated the PHYOX trial in NHVs in the fourth quarter of
2017 and dosed the first PH patient in May 2018.

The primary objective of the PHYOX trial (ClinicalTrials.gov: NCT03392896) is to evaluate the safety, tolerability,
pharmacokinetics, and pharmacodynamics of single-ascending doses of DCR-PHXC. Secondary endpoints include the

change in 24-hour urinary oxalate excretion from baseline, defined as the mean of two 24-hour collections during
screening. The trial is divided into two groups:

Group A is a placebo-controlled, single-blind Phase 1 trial in 25 NHVs enrolled at a single site in the United
Kingdom.
Group B is an open-label, multi-center trial of DCR-PHXC in 16 patients with PH, including three cohorts of patients
with PH1 dosed at 1.5, 3.0, and 6.0-mg/kg, and a fourth PH2-only cohort with flexible dosing. Group B patients are
enrolled at five sites in the EU and one site in the United States.
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In terms of safety, no severe or serious adverse events have occurred as of October 1, 2018, and there have been no
clinically significant changes in ECG, vital signs, laboratory, or hematology values. Among the 27 participants dosed
with DCR-PHXC in both Groups A and B, the investigators observed a total of five participants with
mild-to-moderate injection site reactions (19%), all of which were transient and resolved without intervention within
24 to 72 hours.

Alexion
Alexion Collaborative Research and License Agreement

On October 22, 2018, we and Alexion Pharma Holding Unlimited Company (“Alexion Pharma Holding”), an affiliate of
Alexion Pharmaceuticals, Inc. (“Alexion Pharmaceuticals” and together with Alexion Pharma Holding, “Alexion”) entered
into a Collaborative Research and License Agreement (the “Alexion Collaboration Agreement”). The Alexion
Collaboration Agreement is for the joint discovery and development of RNAI therapies for complement-mediated
diseases. Under the terms of the Alexion Collaboration Agreement, we will collaborate with Alexion on the discovery
and development of subcutaneously delivered GalXC candidates, currently in pre-clinical development, for the
treatment of complement-mediated diseases with potential global commercialization by Alexion. We will lead the

joint discovery and research efforts through the pre-clinical stage, and Alexion will lead development efforts

beginning with Phase 1 studies. We will be responsible for manufacturing of the GalXC candidates through the
completion of Phase 1, the costs of which will be paid by Alexion. Alexion will be solely responsible for the
manufacturing of any product candidate subsequent to the completion of Phase 1. The Alexion Collaboration

Agreement provides Alexion with exclusive worldwide licenses as well as development and commercial rights for two
of the Company’s pre-clinical, subcutaneously delivered GalXC RNAi candidates and an exclusive option for the
discovery and development of GalXC RNAi candidates against two additional complement pathway targets.

Under the terms of the Alexion Collaboration Agreement, Alexion will pay us a non-refundable, non-reimbursable,
and non-creditable upfront payment of $22.0 million, with Alexion Pharmaceuticals making a concurrent $15.0
million equity investment of at a premium in Dicerna pursuant to a share issuance agreement between us and Alexion
Pharmaceuticals (the “Alexion Share Issuance Agreement”). The Alexion Collaboration Agreement also provides for
potential additional payments to us of up to $600.0 million, which is comprised of option exercise fees of up to

$20.0 million, representing $10.0 million for each of the candidates selected; development milestones of up to
$105.0 million for each product; and aggregate sales milestones of up to $160.0 million. Under the agreement,
Alexion will also pay us mid-single to low-double digit royalties on potential product sales on a country-by-country,
product-by-product basis until the later of the expiration of patent rights in a country, the expiration of market or
regulatory exclusivity in such country, or 10 years after the first product sale in such country, subject to certain royalty
step-down provisions set forth in the agreement.

Alexion Share Issuance Agreement

In connection with the Alexion Collaboration Agreement, we and Alexion entered into the Alexion Share Issuance
Agreement on October 22, 2018, pursuant to which we agreed to issue to Alexion 835,834 shares of our common
stock at a purchase price of $17.95 per share for an aggregate purchase price of approximately $15.0 million.

Lilly

Lilly Collaboration and License Agreement

On October 25, 2018, we and Eli Lilly and Company (“Lilly”) entered into a Collaboration and License Agreement (the
“Lilly Collaboration Agreement”). The Lilly Collaboration Agreement is for the discovery, development, and
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commercialization of potential new medicines in the areas of cardio-metabolic disease, neurodegeneration, and pain.
Under the terms of the Lilly Collaboration Agreement, we and Lilly will seek to use our proprietary GalXC RNAi
technology platform to progress new drug targets toward clinical development and commercialization. In addition, we
will collaborate with Lilly to extend the GalXC RNAI platform technology to non-liver tissues, including neural
tissues.

The Lilly Collaboration Agreement provides that we will work exclusively with Lilly in the neurodegeneration and
pain fields with the exception of mutually agreed upon orphan indications. Additionally, we will work exclusively
with Lilly on select targets in the cardio-metabolic field. Under the Lilly Collaboration Agreement, we will provide
Lilly with exclusive and non-exclusive licenses to support the companies’ activities and to enable Lilly to
commercialize products derived from or containing compounds developed pursuant to such agreement. The Lilly
Collaboration Agreement contemplates in excess of 10 targets.
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Under the terms of the Lilly Collaboration Agreement, Lilly will pay us a non-refundable, non-creditable upfront
payment of $100.0 million, with Lilly making a concurrent $100.0 million equity investment in us pursuant to a share
issuance agreement between the parties (the “Lilly Share Issuance Agreement”). Under the Lilly Collaboration
Agreement, we are also eligible to potentially receive up to approximately $350.0 million per target in development
and commercialization milestones, in addition to a $5.0 million payment due when the first non-hepatocyte target
achieves proof of principle. In addition, the Lilly Collaboration Agreement also provides that Lilly will pay us
mid-single to low-double digit royalties on product sales on a country-by-country and product-by-product basis until
the later of expiration of patent rights in a country, the expiration of data or regulatory exclusivity in such country, or
10 years after the first product sale in such country, subject to certain royalty step-down provisions set forth in the
agreement.

The Lilly Collaboration Agreement includes various representations, warranties, covenants, indemnities, and other
customary provisions. Lilly may terminate the Lilly Collaboration Agreement at any time without cause following a
90-day notice period. The Lilly Collaboration Agreement is subject to clearance under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the “HSR Act”), and other customary closing conditions.

Lilly Share Issuance Agreement

In connection with the Lilly Collaboration Agreement, the parties entered into the Lilly Share Issuance Agreement on
October 25, 2018, pursuant to which we agreed to issue to Lilly 5,414,185 shares of our common stock at a purchase
price of $18.47 per share, for an aggregate purchase price of approximately $100.0 million. The issuance of shares of
common stock under the Lilly Share Issuance Agreement is subject to clearance under the HSR Act and other
customary closing conditions.

Alnylam

As a result of the recently executed partnership agreements with Alexion and Lilly, we expect that our $13.0 million
cash obligation payable to Alnylam will become due; we anticipate that we will make this payment during the fourth
quarter of 2018. As a result, we recalculated the cash obligation to an estimated present value of $12.8 million, which
was revised based on the expected timing of the remaining payments, and recorded it in current liabilities as of
September 30, 2018. The impact of revising the expected timing of repayment is recorded as a component of litigation
expense in the condensed consolidated statement of operations.

Financial Operations Overview
Comparison of the Three and Nine Months Ended September 30, 2018 and 2017

The following table summarizes the results of our operations for the periods indicated (amounts in thousands, except
percentages).

Three Months Nine Months

Ended Ended

September 30, Increase/  September 30, Increase/

2018 2017 (Decrease) 2018 2017 (Decrease)
Revenue from collaborative arrangements $ 1,545 —9$ 1,545 $ 4,635 —9$ 4,635

Expenses:
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