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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2012

OR

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

For the transition period from to

Commission file number 000-30171

SANGAMO BIOSCIENCES, INC.

(exact name of registrant as specified in its charter)
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Delaware 68-0359556
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

501 Canal Blvd
Richmond, California 94804
(Address of principal executive offices)
(510) 970-6000

(Registrant s telephone number, including area code)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

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

Large accelerated filer b Accelerated filer X

Non-accelerated filer “ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

As of October 31, 2012, 52,988,561 shares of the issuer s common stock, par value $0.01 per share, were outstanding.

Table of Contents 2



Edgar Filing: SANGAMO BIOSCIENCES INC - Form 10-Q

Table of Conten
INDEX

SANGAMO BIOSCIENCES, INC.

PART I. FINANCIAL INFORMATTI

Item 1. Financial Statements (Unaudited)
Condensed Consolidated Balance Sheets at September 30, 2012 and December 31. 2011
Condensed Consolidated Statements of Comprehensive Loss for the Three and Nine months ended September 30, 2012 and 2011
Condensed Consolidated Statements of Cash Flows for the Nine months ended September 30. 2012 and 2011
Notes to Condensed Consolidated Financial Statements
Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
Item 3. Quantitative and Qualitative Disclosures about Market Risk

Item 4. Controls and Procedures

PART II. OTHER INFORMATION

Item 1. Legal Proceedings
Item 1A Risk Factors

Item 6. Exhibits
SIGNATURES
CERTIFICATIONS

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some statements contained in this report are forward-looking with respect to our operations, research, development and commercialization
activities, clinical trials, operating results and financial condition. These statements involve known and unknown risks, uncertainties and other
factors which may cause our actual results, performance or achievements to be materially different from any future results, performances or
achievements expressed or implied by the forward-looking statements. Forward-looking statements include, but are not limited to, statements
about:

our strategy;

product development and commercialization of our products;

clinical trials;

partnering;

revenues from existing and new collaborations;

our research and development and other expenses;

sufficiency of our cash resources;
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our operational and legal risks; and

our plans, objectives, expectations and intentions and any other statements that are not historical facts.

In some cases, you can identify forward-looking statements by terms such as: anticipates,  believes, continues, could, estimates, expects,

may, plans, seeks, should and will. These statements reflect our current views with respect to future events and are based on assumptions an
subject to risks and uncertainties. Given these risks and uncertainties, you should not place undue reliance on these forward-looking statements.
Many of these risks are discussed in greater detail under the headings Risk Factors and Management s Discussion and Analysis of Financial
Conditions and Results of Operations in this Form 10-Q. Sangamo undertakes no obligation to publicly release any revisions to forward-looking
statements to reflect events or circumstances arising after the date of this report. Readers are cautioned not to place undue reliance on the
forward-looking statements, which speak only as of the date of this Quarterly Report on Form 10-Q.

ZFP Therapeutic® is a registered trademark of Sangamo BioSciences, Inc.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share amounts)

Assets

Current assets:

Cash and cash equivalents
Marketable securities
Interest receivable
Accounts receivable
Prepaid expenses

Total current assets

Marketable securities, non-current
Property and equipment, net
Other assets

Total assets

Liabilities and stockholders equity
Current liabilities:

Accounts payable and accrued liabilities
Accrued compensation and employee benefits
Deferred revenues

Total current liabilities
Deferred revenues, non-current portion

Total liabilities

Commitments and contingencies
Stockholders equity:

Common stock, $0.01 par value; 80,000,000 shares authorized, 52,863,671 and 52,554,795 shares

SANGAMO BIOSCIENCES, INC.

issued and outstanding at September 30, 2012 and December 31, 2011, respectively

Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive income

Total stockholders equity

Total liabilities and stockholders equity
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See accompanying notes.

September 30,

2012

(unaudited)

$

13,724
44,178
311
3,504
674

62,391
17,914
1,467
41

81,813

1,745
1,831
2,446

6,022
9,389

15,411

529
337,889
(272,031)

15

66,402

81,813

December 31,

$

2011

16,766
67,366
331
919
310

85,692

1,603
41

87,336

5,515
1,672
17

7,204

7,204

526
332,839
(253,245)

12

80,132

87,336
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SANGAMO BIOSCIENCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In thousands, except per share amounts)

(Unaudited)
Three months ended Nine months ended
September 30, September 30,
2012 2011 2012 2011
Revenues:
Collaboration agreements $ 4,190 $ 781 $ 9,665 $ 2876
Research grants 717 1,076 3,058 2,695
Total revenues 4,907 1,857 12,723 5,571
Operating expenses:
Research and development 7,570 7,839 22,427 24,220
General and administrative 3,139 3,592 9,125 10,807
Total operating expenses 10,709 11,431 31,552 35,027
Loss from operations (5,802) 9,574) (18,829) (29,456)
Interest income, net 12 20 43 65
Net loss $ (5,790) $ (9,554) $(18,786) $(29,391)
Basic and diluted net loss per share $ (0.11) $ (018 $ (036) $ (059
Shares used in computing basic and diluted net loss per share 52,768 52,464 52,664 49,850
Net loss (5,790) (9,554) (18,786) (29,391)
Changes in unrealized gain (loss) on available-for-sale securities 22 (19) 3 4
Comprehensive loss $ (5,768) $(9,573) $(18,783) $(29,387)

See accompanying notes.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities:
Net loss

SANGAMO BIOSCIENCES, INC.

(In thousands)

(Unaudited)

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

Depreciation and amortization

Amortization of premium / discount on marketable securities

Stock-based compensation

Changes in operating assets and liabilities:
Interest receivable

Accounts receivable

Prepaid expenses and other assets

Accounts payable and accrued liabilities
Accrued compensation and employee benefits
Deferred revenues

Net cash used in operating activities

Investing Activities:

Purchases of investments

Maturities of investments

Proceeds from sales of investments
Purchases of property and equipment

Net cash provided by (used in) investing activities

Financing Activities:
Proceeds from issuance of common stock

Net cash provided by financing activities

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period
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See accompanying notes.

Nine months ended

September 30,
2012 2011
$(18,786)  $(29,391)
500 479
692 1,237
4,011 5,982
20 (205)
(2,585) (787)
(364) (264)
(3,770) (3,188)
159
11,818 240
(8,305) (25,897)
(70,570) (82,526)
75,155 57,874
10,139
(363) (371)
4,222 (14,884)
1,041 51,664
1,041 51,664
(3,042) 10,883
16,766 10,784
$ 13,724 $ 21,667
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SANGAMO BIOSCIENCES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2012
(Unaudited)
NOTE 1 - BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of Sangamo Biosciences, Inc. ( Sangamo or the Company ) have been
prepared in accordance with U.S. generally accepted accounting principles for interim financial information and pursuant to the rules and

regulations of the Securities and Exchange Commission ( SEC ). Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements. In the opinion of management, all adjustments (consisting of normal
recurring adjustments) considered necessary for a fair presentation have been included. Operating results for the three months and nine months

ended September 30, 2012 are not necessarily indicative of the results that may be expected for the year ending December 31, 2012. The

condensed consolidated balance sheet data at December 31, 2011 were derived from the audited consolidated financial statements included in
Sangamo s Form 10-K for the year ended December 31, 2011, as filed with the SEC. These financial statements should be read in conjunction

with the financial statements and footnotes thereto for the year ended December 31, 2011, included in Sangamo s Form 10-K, as filed with the

SEC.

Use of Estimates and Classifications

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and the accompanying notes. On an ongoing basis, management
evaluates its estimates, including critical accounting policies or estimates related to revenue recognition, clinical trial accruals, and stock-based
compensation. Estimates are based on historical experience and on various other market specific and other relevant assumptions that the
Company believes to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results could differ from those estimates.

Revenue Recognition

Revenues from research activities made under strategic partnering agreements and collaborations are recognized as the services are provided
when there is persuasive evidence that an arrangement exists, delivery has occurred, the price is fixed or determinable, and collectability is
reasonably assured. Revenue generated from research and licensing agreements typically includes upfront signing or license fees, cost
reimbursements, research services, minimum sublicense fees, milestone payments and royalties on future licensee s product sales.

Multiple Element Arrangements prior to the adoption of ASU No. 2009-13, Revenue Recognition Multiple Deliverable Revenue Arrangements
(ASU 2009-13). For revenue arrangements entered into before January 1, 2011, that include multiple deliverables, the elements of such
agreement were divided into separate units of accounting if the deliverables met certain criteria, including whether the fair value of the delivered
items could be determined and whether there was evidence of fair value of the undelivered items. In addition, the consideration was allocated
among the separate units of accounting based on their fair values, and the applicable revenue recognition criteria are considered separately for
each of the separate units of accounting. Prior to the adoption of ASU 2009-13, the Company recognized nonrefundable signing, license or
non-exclusive option fees as revenue when rights to use the intellectual property related to the license were delivered and over the period of
performance obligations if the Company had continuing performance obligations. The Company estimated the performance period at the
inception of the arrangement and reevaluated it each reporting period. Changes to these estimates were recorded on a prospective basis.

Multiple Element Arrangements after the adoption of ASU 2009-13. ASU 2009-13 amended the accounting standards for certain multiple
element revenue arrangements to:
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provide updated guidance on whether multiple elements exist, how the elements in an arrangement should be separated, and how the
arrangement consideration should be allocated to the separate elements;

require an entity to allocate arrangement consideration to each element based on a selling price hierarchy, also called the relative

selling price method, where the selling price for an element is based on vendor-specific objective evidence ( VSOE ), if available;
third-party evidence (  TPE ), if available and VSOE is not available; or the best estimate of selling price ( ESP ), if neither VSOE nor
TPE is available; and
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eliminate the use of the residual method and require an entity to allocate arrangement consideration using the selling price hierarchy.
For revenue agreements with multiple element arrangements, such as license and development agreements, entered into on or after January 1,
2011, the Company will allocate revenue to each non-contingent element based on the relative selling price of each element. When applying the
relative selling price method, the Company determines the selling price for each deliverable using VSOE of selling price or TPE of selling price.
If neither exists the Company uses ESP for that deliverable. Revenue allocated is then recognized when the basic four revenue recognition
criteria are met for each element. The collaboration and license agreement entered into with Shire in January 2012 was evaluated under these
updated accounting standards.

Additionally, the Company recognizes milestone payments, which are subject to substantive contingencies, upon completion of specified
milestones, which represents the culmination of an earnings process, according to contract terms. Fees from licensees upon sublicensing
Sangamo technologies by them to third parties (sublicense fees) are recognized as revenue in the period such fees are due. Minimum annual
sublicense fees are also recognized as revenue in the period in which such fees are due. Royalty revenues are generally recognized when earned
and collectability of the related royalty payment is reasonably assured. The Company recognizes cost reimbursement revenue under
collaborative agreements as the related research and development costs for services are rendered. Deferred revenue represents the portion of
research or license payments received which have not been earned.

Sangamo s research grants are typically multi-year agreements and provide for the reimbursement of qualified expenses for research and
development as defined under the terms of the grant agreement. Revenue under grant agreements is recognized when the related qualified
research expenses are incurred.

Recent Accounting Pronouncement

In June 2011, Accounting Standards Codification Topic 220, Comprehensive Income was amended to increase the prominence of items reported
in other comprehensive income. Accordingly, a company can present all non-owner changes in stockholders equity either in a single continuous
statement of comprehensive income or in two separate but consecutive statements. The Company adopted this guidance during the first quarter
of 2012 and elected to disclose other comprehensive income in a single continuous statement during interim reporting periods.

NOTE 2 - INVESTMENTS AND FAIR VALUE MEASUREMENT
Investments

Sangamo classifies its marketable securities as available-for-sale and records its investments at fair value. Available-for-sale securities are

carried at estimated fair value based on quoted market prices, with the unrealized holding gains and losses included in accumulated other
comprehensive income. Marketable securities which have maturities beyond one year as of the end of the reporting period are classified as
non-current. The Company s investments are subject to a periodic impairment review and the Company recognizes an impairment charge when a
decline in the fair value of its investments below the cost basis is judged to be other-than-temporary. The Company considers various factors in
determining whether to recognize an impairment charge, including the length of time and extent to which the fair value has been less than the
Company s cost basis, the financial condition and near-term prospects of the investee, and the Company s intent and ability to hold the investment
for a period of time sufficient to allow for any anticipated recovery in the market value.

The table below summarizes the Company s available-for-sale securities (in thousands):

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains (Losses) Fair Value

September 30, 2012
Cash equivalents:
Money market funds $ 13,595 $ $ $ 13,595
Total 13,595 13,595
Marketable securities:
U.S. government sponsored entity debt securities 42,732 15 42,747
Corporate debt securities 19,345 19,345
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Total 62,077 15

Total cash equivalents and marketable securities $ 75,672 $ 15
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Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains (Losses) Fair Value

December 31, 2011
Cash equivalents:
Money market funds $ 15,258 $ $ $ 15,258
Total 15,258 15,258
Marketable securities:
U.S. government sponsored entity debt securities 27,020 (7) 27,013
U.S. treasury debt securities 751 1 752
Corporate debt securities 39,583 18 39,601
Total 67,354 19 (@) 67,366
Total cash equivalents and marketable securities $ 82,612 $ 19 $ (7 $ 82,624

As of September 30, 2012, none of the available-for-sale securities held by the Company had material unrealized losses and there were no
realized losses for the three and nine months ended September 30, 2012; therefore, the Company had no other-than-temporary impairments of
available-for-sale securities as of September 30, 2012.

Fair Value Measurement

The Company measures certain financial assets at fair value on a recurring basis, including cash equivalents and available-for-sale
securities. The fair value of these assets was determined based on a three-tier hierarchy under the authoritative guidance for fair value
measurements and disclosures that prioritizes the inputs used in measuring fair value as follows:

Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or liabilities;

Level 2: Quoted prices in markets that are not active or inputs which are observable, either directly or indirectly, for substantially the full term of
the asset or liability;

Level 3: Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservable (i.e.,
supported by little or no market activity).

The fair value measurements of our cash equivalents and available-for-sale marketable securities are identified at the following levels within the
fair value hierarchy (in thousands):

September 30, 2012
Fair Value Measurements

Total Level 1 Level 2 Level 3
Assets:
Cash equivalents:
Money market funds $ 13,595 $ 13,595 $ $
Total 13,595 13,595
Marketable securities:
U.S. government sponsored entity debt securities 42,747 42,747
Corporate debt securities 19,345 19,345
Total 62,092 62,092
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December 31, 2011
Fair Value Measurements

Total Level 1 Level 2 Level 3
Assets:
Cash equivalents:
Money market funds $ 15,258 $ 15,258 $ $
Total 15,258 15,258
Marketable securities:
U.S. government sponsored entity debt securities 27,013 27,013
U.S. treasury debt securities 752 752
Corporate debt securities 39,601 39,601
Total 67,366 67,366
Total cash equivalents and marketable securities $ 82,624 $ 15,258 $67366 $

NOTE 3 - BASIC AND DILUTED NET LOSS PER SHARE

Basic net loss per share has been computed by dividing the net loss by the weighted-average number of shares of common stock outstanding
during the period. Diluted net loss per share is calculated by dividing net loss by the weighted average number of shares of common stock and
potential dilutive securities outstanding during the period.

Because Sangamo is in a net loss position, diluted net loss per share excludes the effects of common stock equivalents consisting of options,
which are all anti-dilutive. The total stock options outstanding excluded from the calculation of diluted net loss per share for the three and nine
months ended September 30, 2012 and 2011 were 8,075,898 and 8,067,318, respectively.

NOTE 4 - MAJOR CUSTOMERS, PARTNERSHIPS AND STRATEGIC ALLIANCES
Collaboration Agreements
Collaboration and License Agreement with Shire AG in Human Therapeutics and Diagnostics

On January 31, 2012, the Company entered into a collaboration and license agreement (the Agreement) with Shire AG (Shire), pursuant to
which the Company and Shire will collaborate to research, develop and commercialize human therapeutics and diagnostics for monogenic
diseases based on Sangamo s novel zinc finger DNA-binding proteins (ZFP) technology. Under the Agreement, the Company and Shire may
develop potential human therapeutic or diagnostic products for seven gene targets. The initial four gene targets selected were blood clotting
Factors VII, VIII, IX and X, and products developed for such initial gene targets will be used for treating or diagnosing hemophilia. In June
2012, Shire selected a fifth gene target for the development of a ZFP therapeutic for Huntington s disease, an inherited neurodegenerative disease
for which there are currently no therapies available to slow the disease progression. Shire has the right, subject to certain limitations, to designate
two additional gene targets. Pursuant to the Agreement, the Company granted Shire an exclusive, world-wide, royalty-bearing license, with the
right to grant sublicenses, to use Sangamo s ZFP technology for the purpose of developing and commercializing human therapeutic and
diagnostic products for the gene targets. The initial research term of the Agreement is six years and is subject to extensions upon mutual
agreement and under other specified circumstances.

Under the terms of the agreement, the Company is responsible for all research activities through the submission of an Investigative New Drug
Application (IND) or European Clinical Trial Application (CTA), while Shire is responsible for clinical development and commercialization of
products generated from the research program from and after the acceptance of an IND or CTA for the product. Shire will reimburse Sangamo
for its internal and external research program-related costs.

The Company received an upfront license fee of $13.0 million. The Company will also be eligible to receive up to $213.5 million of contingent
payments for each gene target if specified research, regulatory, clinical development, commercialization and sales milestone events occur,
including payments for each gene target through the acceptance of an IND or CTA submission totaling $8.5 million. The Company will also be
eligible to receive royalty payments that are a tiered double-digit percentage of net sales of products developed under the collaboration. All such
contingent payments, when earned, will be non-refundable and non-creditable. The Company has evaluated the contingent payments under the
Agreement with Shire based on the authoritative guidance for research and development milestones and determined that certain of these
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payments meet the definition of a milestone and that all such milestones are substantive milestones because
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they are related to events (i) that can be achieved based in whole or in part on either the Company s performance or on the occurrence of a
specific outcome resulting from the Company s performance, (ii) for which there was substantive uncertainty at the date the agreement was
entered into that the event would be achieved and (iii) that would result in additional payments being due to the Company. Accordingly, revenue
for these achievements will be recognized in its entirety in the period when the milestone is achieved and collectability is reasonably assured. In
addition, the Company will be eligible to receive tiered royalties on annual net sales of licensed product sold by Shire or its sublicensees. To
date, no products have been approved and therefore no royalty fees have been earned under the Agreement with Shire.

The Company has identified the deliverables within the arrangement as a license to the technology and on-going research services activities. The
Company has concluded that the license is not a separate unit of accounting as it does not have stand-alone value to Shire apart from the research
services to be performed pursuant to the Agreement. As a result, the Company will recognize revenue from the upfront payment on a
straight-line basis over a six-year initial research term during which the Company will also be performing research services. As of September 30,
2012, the Company has deferred revenue of $11.6 million related to this upfront fee.

Revenues recognized under the agreement with Shire for the three and nine months ended September 30, 2012, were as follows (in thousands):

Three months ended

September Nine months ended
30, 2012 September 30, 2012
Revenue related to Shire Collaboration:
Amortization of upfront fee $ 542 $ 1,444
Research services 2,675 4,747
Total $ 3,217 $ 6,191

Related costs and expenses incurred under the Shire agreement were $2.2 million and $3.8 million during the three and nine months ended
September 30, 2012, respectively.

Agreement with Sigma-Aldrich Corporation in Laboratory Research Reagents, Transgenic Animal and Commercial Protein Production
Cell-line Engineering

In July 2007, Sangamo entered into a license agreement with Sigma-Aldrich Corporation (Sigma). Under the license agreement, Sangamo
agreed to provide Sigma with access to its proprietary ZFP technology and the exclusive right to use the technology to develop and
commercialize research reagent products and services in the research field, excluding certain agricultural research uses that Sangamo previously
licensed to Dow AgroSciences LLC. Under the agreement, Sangamo and Sigma agreed to conduct a three-year research program to develop
laboratory research reagents using Sangamo s ZFP technology during which time Sangamo agreed to assist Sigma in connection with its efforts
to market and sell services employing the Company s ZFP technology in the research field. Sangamo has transferred the ZFP manufacturing
technology to Sigma.

In October 2009, Sangamo expanded its license agreement with Sigma. In addition to the original terms of the license agreement, Sigma
received exclusive rights to develop and distribute ZFP-modified cell lines for commercial production of protein pharmaceuticals and certain
ZFP-engineered transgenic animals for commercial applications. Under the terms of the agreement, Sigma made upfront cash payment of $20.0
million consisting of a $4.9 million purchase of 636,133 shares of Sangamo common stock, valued at $4.9 million, and a $15.1 million upfront
license fee. The upfront license fee was recognized on a straight-line basis from the effective date of the expanded license through July 2010,
which represents the period over which Sangamo was obligated to perform research services for Sigma. Sangamo is also eligible to receive
commercial license fees of $5.0 million based upon a percentage of net sales and sublicensing revenue and thereafter a reduced royalty rate of
10.5% of net sales and sublicensing revenue. In addition, upon the achievement of certain cumulative commercial milestones Sigma will make
milestone payments to Sangamo up to an aggregate of $25.0 million. During the nine months ended September 30, 2012, the Company
recognized $1.0 million in revenue related to the achievement of a commercial milestone.

Three months ended Nine months ended
September 30, September 30,
2012 2011 2012 2011
Revenue related to Sigma Collaboration:
Royalty revenues $ 428 $ 161 $1,035 $ 3591
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Related costs and expenses incurred under the Sigma agreement were $0.1 million during the three months ended September 30, 2012 and 2011.
Related costs and expenses incurred under the Sigma agreement were $0.3 million and $0.4 million during the nine months ended September 30,
2012 and 2011, respectively.

Agreement with Dow AgroSciences in Plant Agriculture

In October 2005, Sangamo entered into an exclusive commercial license with Dow AgroSciences (DAS). Under this agreement, Sangamo is
providing DAS with access to its proprietary ZFP technology and the exclusive right to use the technology to modify the genomes or alter the
nucleic acid or protein expression of plant cells, plants, or plant cell cultures. Sangamo has retained rights to use plants or plant-derived products
to deliver ZFP transcription factors (ZFP TFs) or ZFP nucleases (ZFNs) into humans or animals for diagnostic, therapeutic, or prophylactic
purposes. The Company s agreement with DAS provided for an initial three-year research term. In June 2008, DAS exercised its option under the
agreement to obtain a commercial license to sell products incorporating or derived from plant cells generated using the Company s ZFP
technology, including agricultural crops, industrial products and plant-derived biopharmaceuticals. The exercise of the option triggered a
one-time commercial license fee of $6.0 million, payment of the remaining $2.3 million of the previously agreed $4.0 million in research
milestones, development and commercialization milestone payments for each product, and royalties on sales of products. Furthermore, DAS has
the right to sublicense Sangamo s ZFP technology to third parties for use in plant cells, plants, or plant cell cultures, and Sangamo will be entitled
to 25% of any cash consideration received by DAS under such sublicenses. Subsequently, the Company amended its agreement with DAS to
extend the period of reagent manufacturing services and research services through December 31, 2012.

The agreement also provides for minimum sublicense fees each year due to Sangamo every October, provided the agreement is not terminated

by DAS. Annual fees range from $0.3 million to $3.0 million and total $25.3 million over 11 years. The Company does not have any

performance obligations with respect to the sublicensing activities to be conducted by DAS. DAS has the right to terminate the agreement at any
time; accordingly, the Company s actual sublicense fees over the term of the agreement could be lower than $25.3 million. In addition, each party
may terminate the agreement upon an uncured material breach of the agreement by the other party. In the event of any termination of the
agreement, all rights to use the Company s ZFP technology will revert to Sangamo, and DAS will no longer be permitted to practice Sangamo s
ZFP technology or to develop or, except in limited circumstances, commercialize any products derived from the Company s ZFP technology.

Revenues under the agreement were $0.4 million and $0.6 million during the three months ended September 30, 2012 and 2011, respectively,
and $1.3 million and $1.6 million during the nine months ended September 30, 2012 and 2011, respectively. Related costs and expenses incurred
under the agreement were $0.1 million and $0.2 million during the three months ended September 30, 2012 and 2011, respectively, and $0.4
million and $0.7 million during the nine months ended September 30, 2012 and 2011, respectively.

Funding from Research Foundations
California Institute for Regenerative Medicine

In October 2009, the California Institute for Regenerative Medicine (CIRM), a State of California entity, granted a $14.5 million Disease Team
Research Award to develop an AIDS-related lymphoma therapy based on the application of ZFN gene-editing technology in stem cells. The four
year grant supports an innovative research project conducted by a multidisciplinary team of investigators, including investigators from the
University of Southern California, City of Hope National Medical Center and Sangamo BioSciences. Sangamo expects to receive funding up to
$5.2 million from the total amount awarded based on expenses incurred for research and development efforts by Sangamo as prescribed in the
agreement, and subject to its terms and conditions. The award is intended to substantially fund Sangamo s research and development efforts
related to the agreement. The State of California has the right to receive, subject to the terms and conditions of the agreement between Sangamo
and CIRM, payments from Sangamo resulting from sales of a commercial product resulting from research and development efforts supported by
the grant, not to exceed two times the amount Sangamo receives in funding under the agreement with CIRM.

Revenues attributable to research and development performed under the CIRM grant agreement were $0.3 million and $0.6 million during the
three months ended September 30, 2012 and 2011, respectively and $0.9 million and $1.3 million
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during the nine months ended September 30, 2012 and 2011, respectively. Related costs and expenses incurred under the CIRM agreement were
$0.3 million and $0.5 million during the three months ended September 30, 2012 and 2011, respectively, and $0.9 million and $1.5 million
during the nine months ended September 30, 2012 and 2011, respectively.

CHDI Foundation, Inc.

In April 2011, Sangamo entered into an agreement with the CHDI Foundation (CHDI) to develop a novel therapeutic for Huntington s disease
based on Sangamo s proprietary ZFP technology. The ZFP therapeutic approach will target the gene that causes Huntington s disease. Under the
agreement with CHDI, and subject to its terms and conditions, CHDI was to pay the Company $1.3 million, the total funds due under the
agreement, over a period of one year which is intended to substantially fund the Company s research efforts related to the agreement. During
2012, the agreement was amended to extend the project through August 2012 and to increase total potential funding from $1.8 million to $2.1
million. The agreement with CHDI terminated on August 31, 2012. All revenues related to this agreement have been recognized as of

September 30, 2012.

Revenues attributable to research and development performed under the CHDI collaboration agreement were $0.3 million and $0.4 million
during the three months ended September 30, 2012 and 2011, respectively, and $1.1 million and $0.8 million during the nine months ended
September 30, 2012 and 2011, respectively. Related costs and expenses incurred under the CHDI agreement were $0.3 million and $0.4 million
during the three months ended September 30, 2012 and 2011, respectively, and $1.1 million and $0.8 million during the nine months ended
September 30, 2012 and 2011, respectively.

The Michael J. Fox Foundation for Parkinson s Research

In January 2007, Sangamo entered into an agreement with the Michael J. Fox Foundation for Parkinson s Research (MJFF) to provide financial
support of a program to develop Sangamo s ZFP TF:s to activate the expression of glial cell line-derived neurotrophic factor (GDNF) which has
shown promise in preclinical testing to slow or stop the progression of Parkinson s disease. Under the agreement with MJFF, and subject to its
terms and conditions, MJFF paid the Company $1.0 million, the total funds due under the agreement, over a period of two years. In June 2010,
Sangamo received a commitment for renewed funding from MJFF to support further studies of ZFP TF activators of GDNF. Subject to the terms
and conditions of the agreement, the $0.9 million award was paid over a period of two years and was intended to substantially fund the
Company s research efforts related to the agreement. As of December 31, 2011, all revenues under the agreement have been recognized.

Revenues attributable to research and development performed under the MJFF agreement were $0.1 million and $0.4 million during the three
and nine months ended September 30, 2011, respectively. There were no such revenues in the same period in 2012.

The Juvenile Diabetes Research Foundation International

In October 2006, Sangamo entered into an agreement with the Juvenile Diabetes Research Foundation International (JDRF) to provide financial
support for one of Sangamo s Phase 2 human clinical studies (SB-509-601) of the Company s product candidate SB-509, a ZFP Therapeutithat
was in development for the treatment of diabetic neuropathy. In January 2010, JDRF and Sangamo amended the agreement and, subject to its
terms and conditions, JDRF agreed to provide additional funding of up to $3.0 million for a Phase 2b trial in diabetic neuropathy (SB-509-901)
which was intended to partially fund expenses related to the trial. Under the amended agreement, Sangamo was obligated to use commercially
reasonable efforts to carry out the Phase 2b trial and, thereafter, to develop and commercialize a product containing SB-509 for the treatment of
diabetes and complications of diabetes. Sangamo is obligated to cover all costs of the Phase 2b trial that are not covered by JDRF s grant.

On October 3, 2011, the Company announced that the SB-509-901 trial did not meet its primary or secondary clinical endpoints in subjects with
moderate severity diabetic neuropathy as compared to placebo. Further, the Company decided not to pursue additional clinical development of
the SB-509 program. Upon termination of the program and pursuant to the terms of the agreement, JDRF may have the right, subject to certain
limitations, to obtain an exclusive, sublicensable license, to the intellectual property generated by the Company in the course of the Phase 2b
trial, to make and commercialize products containing SB-509 for the treatment of diabetes and complications of diabetes. If JDRF obtains such a
license, it is obligated to pay Sangamo a percentage of its revenues from product sales and sublicensing arrangements. If JDRF fails to satisfy its
obligations to develop and commercialize a product containing SB-509 under the agreement, then their license rights will terminate and
Sangamo will receive a non-exclusive, fully paid license, for any intellectual property developed during JDRF s use of the license, to research,
develop and commercialize products containing SB-509 for the treatment of diabetes and complications of diabetes. Sangamo received $2.8
million of the total $3.0 million additional funding available under the amended agreement, including a final payment of $0.8 million that was
received in March 2012.
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There were no revenues attributable to research and development activities performed under the JDRF agreement during the three months ended
September 30, 2012, and there were $0.8 million in revenues under the agreement during the nine months ended September 30, 2012. There
were no revenues in the three or nine months ended September 30, 2011.

NOTE 5 - INCOME TAXES

The Company maintains deferred tax assets that reflect the net tax effects of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for income tax purposes. These deferred tax assets include net operating loss
carryforwards, research credits and capitalized research and development. Realization of deferred tax assets is dependent upon future earnings, if
any, the timing and amount of which are uncertain based on the Company s history of losses. Accordingly, the net deferred tax assets have been
fully offset by a valuation allowance. Utilization of operating losses and credits may be subject to substantial annual limitation due to ownership
change provisions of the Internal Revenue Code of 1986, as amended and similar state provisions. The annual limitation may result in the
expiration of net operating losses and credits before utilization.

NOTE 6 - STOCK-BASED COMPENSATION

The following table shows total stock-based compensation expenses included in the condensed consolidated statement of operations for the three
month and nine months ended September 30, 2012 and 2011 (in thousands):

Three months ended Nine months ended
September 30, September 30,
2012 2011 2012 2011
Costs and expenses:
Research and development $ 774 $ 975 $2,195 $2,786
General and administrative 630 1,077 1,816 3,196
Total stock-based compensation expense $ 1,404 $2,052 $4011 $5982
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ITEM2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The discussion in Management s Discussion and Analysis of Financial Condition and Results of Operations contains trend analysis, estimates
and other forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended. These forward-looking statements include, without limitation, statements containing the words
believes, anticipates, expects, continue, and other words of similar import or the negative of those terms or expressions. Such forward-looking
statements are subject to known and unknown risks, uncertainties, estimates and other factors that may cause the actual results, performance or
achievements of the Company, or industry results, to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements. You should read the following discussion and analysis along with the financial statements and
notes attached to those statements included elsewhere in this report and in our annual report on Form 10-K for the year ended December 31,
2011 as filed with the SEC.

Overview

We are a clinical stage biopharmaceutical company focused on the research, development and commercialization of engineered DNA-binding
proteins for the development of novel therapeutic strategies for unmet medical needs. Our scientific and business development endeavors
currently focus on the engineering of novel zinc finger DNA-binding proteins (ZFPs) for the regulation and modification of genes. Our strategy
is to develop highly specific ZFP nucleases (ZFNs) and ZFP transcription factors (ZFP TFs) through early stage clinical testing and strategically
partner with biopharmaceutical companies to execute late-stage clinical trials and commercial development.

We have incurred net losses since inception and expect to incur losses in the future as we continue our research and development activities. To
date, we have funded our operations primarily through the issuance of equity securities, payments from corporate collaborations and research
grants.

For the three months ended September 30, 2012, we incurred a consolidated net loss of $5.8 million, or $0.11 per share, compared to a net loss
of $9.6 million, or $0.18 per share, for the same period in 2011. As of September 30, 2012, we had cash, cash equivalents, and marketable
securities totaling $76.1 million, compared to $84.5 million as of December 31, 2011. As of September 30, 2012, we had an accumulated deficit
of $272.0 million.

Our revenues have consisted primarily of revenues from collaboration and partnership agreements related to therapeutic and non-therapeutic
applications of our ZFP technology, including upfront, research reimbursement, royalty and milestone payments, as well as research grant
funding. We expect revenues will continue to fluctuate from period to period and there can be no assurance that new collaborations or partner
funding will continue beyond their initial terms.

In the development of our ZFP technology platform, we are focusing our resources on higher-value ZFP Therapeutic product development and
less on our non-therapeutic applications. We are conducting a Phase 2 and two Phase 1/2 clinical trials to evaluate a ZFP Therapeutic for the
treatment of HIV/AIDS. Development of novel therapeutic products is costly and is subject to a lengthy and uncertain regulatory process by the
FDA. Our future products will be gene-based therapeutics. Adverse events in both our own clinical program and other programs may have a
negative impact on regulatory approval, the willingness of potential commercial partners to enter into agreements and the perception of the
public.

In January 2012, we entered into a collaboration and license agreement with Shire AG (Shire), pursuant to which we collaborate with Shire to
research, develop and commercialize human therapeutics for hemophilia, Huntington s disease and other monogenic diseases based on our ZFP
technology.

Critical Accounting Estimates

The accompanying discussion and analysis of our financial condition and results of operations are based upon our consolidated financial
statements and the related disclosures, which have been prepared in accordance with generally accepted accounting principles in the United
States. The preparation of these financial statements requires us to make estimates, assumptions and judgments that affect the reported amounts
in our consolidated financial statements and accompanying notes. We base our estimates on historical experience and on various other
assumptions that we believe to be reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions or conditions. We believe that there have been no significant changes in our critical accounting policies and estimates
disclosed in our Annual Report on Form 10-K for the year ended December 31, 2011, as filed with the SEC.
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Results of Operations

Three months and nine months ended September 30, 2012 and 2011

Revenues
Three months ended September 30, Nine months ended September 30,
(in thousands, except percentage values) (in thousands, except percentage values)
2012 2011 Change % 2012 2011 Change %
Revenues:
Collaboration agreements $4,190 §$ 781 $ 3,409 436% $ 9,665 $2,876  $6,789 236%
Research grants 717 1,076 (359) (33%) 3,058 2,685 373 14%
Total revenues $4,907 $1,857 $3,050 164%  $12,723 $5,571 $7,162 129%

Total revenues consist of revenues from collaboration agreements, strategic partnerships and research grants.

Revenues from our corporate collaboration and strategic partnering agreements were $4.2 million for the three months ended September 30,
2012, compared to $0.8 million in the corresponding period in 2011. The increase in collaboration agreement revenue was primarily due to our
collaboration and license agreement with Shire, established in January 2012. Pursuant to the agreement, we received an upfront payment of
$13.0 million, which is being amortized on a straight-line basis over the initial six-year research term. During the three months ended
September 30, 2012, we recognized revenue of $0.5 million related to the upfront payment from Shire. We also recognized revenues of $2.7
million related to research services performed under the Shire agreement. In addition, royalty revenues from our agreement with Sigma
increased in the three months ended September 30, 2012 compared to the same period in 2011. Research grant revenues were $0.7 million for
the three months ended September 30, 2012, compared to $1.1 million in the corresponding period in 2011. Research grant revenues decreased
primarily due to lower revenues related to the California Institute for Regenerative Medicine (CIRM) grant agreement.

Revenues from our corporate collaboration and strategic partnering agreements were $9.7 million for the nine months ended September 30,
2012, compared to $2.9 million in the corresponding period in 2011. The increase in collaboration agreement revenues was primarily attributable
to our agreement with Shire, including $1.4 million in revenues from the amortization of the upfront license fee and $4.7 million related to
research services performed under the agreement. In addition, collaboration agreement revenue increased during the nine months ended
September 30, 2012 compared to the same period in 2011 due to the achievement of a commercial milestone under the agreement with Sigma.
Research grant revenues were $3.1 million for the nine months ended September 30, 2012, compared to $2.7 million in the corresponding period
in 2011. The increase in research grant revenues was primarily due to $0.8 million in revenues related to the two final milestones achieved in
2012, pursuant to the agreement with Juvenile Diabetes Research Foundation International, as well as $0.4 million in increased revenues from
CHDI Foundation. This was partially offset by decreased revenues from the Michael J. Fox Foundation for Parkinson s Research (MJFF) and
CIRM research grants of $0.8 million.

Operating Expenses

Three months ended September 30, Nine months ended September 30,
(in thousands, except percentage values) (in thousands, except percentage values)
2012 2011 Change % 2012 2011 Change %
Operating expenses:
Research and development $ 7570 $ 7,839 $ (269) (B%) $22427 $24220 $(1,793) (7%)
General and administrative 3,139 3,592 (453) (13%) 9,125 10,807 (1,682) (16%)
Total expenses $10,709 $11,431 $ (722) (6%) $31,552 $35,027 $(3.475) (10%)

Research and Development
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Research and development expenses consist primarily of salaries and personnel related expenses, including stock-based compensation,
laboratory supplies, pre-clinical and clinical studies, manufacturing expenses, allocated facilities expenses, subcontracted research expenses and
expenses for trademark registration and technology licenses. We expect to continue to devote substantial resources to research and development
in the future, and we expect research and development expenses to increase in the next several years if we are successful in advancing our
HIV/AIDS program in the clinic and if we are able to advance our earlier stage ZFP Therapeutic product candidates into late-staged clinical
trials. We also expect that expenses related to research performed under our collaboration and license agreement with Shire will increase during
the term of the agreement. Pursuant to the terms of the agreement with Shire, future expenses related to research activities related to the
collaboration will be reimbursed by Shire, including employee and external research costs related to the programs. The reimbursement funds
received from Shire will be recognized as revenue as the costs are incurred and collection is assured.
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Research and development expenses were $7.6 million for the three months ended September 30, 2012, compared to $7.8 million in the
corresponding period in 2011. The decrease in research and development expenses was primarily due to a decrease of $1.5 million in clinical
and manufacturing costs related to our HIV/AIDS program and terminated SB-509 diabetic neuropathy program, as well as $0.2 million in lower
stock-based compensation expenses and lower consulting fees of $0.1 million. These decreases were partially offset by higher external
research-stage expenses of $1.0 million, higher lab supply expenses of $0.3 million and higher license fee expense of $0.3 million.

Research and development expenses were $22.4 million for the nine months ended September 30, 2012, compared to $24.2 million in the
corresponding period in 2011. The decrease in research and development expenses was primarily due to a decrease of $3.7 million in clinical
and manufacturing costs related to our HIV/AIDS program and our terminated SB-509 diabetic neuropathy program, as well as $0.6 million in
lower stock-based compensation expenses and $0.4 million in lower consulting fees. These decreases were partially offset by higher external
research-stage expenses of $1.4 million, higher employee compensation costs of $0.5 million, higher lab supply expense of $0.5 million and
higher license fee expense of $0.4 million.

General and Administrative

General and administrative expenses consist primarily of salaries and personnel related expenses for executive, finance and administrative
personnel, stock-based compensation expenses, professional fees, allocated facilities expenses, patent prosecution expenses and other general
corporate expenses. As we pursue commercial development of our therapeutic leads, we expect our business operation to become more complex,
which may require us in the future to add personnel and incur additional costs related to the maturity of our business.

General and administrative expenses were $3.1 million for the three month period ended September 30, 2012 and $3.6 million for the
corresponding period in 2011. The decrease was primarily the result of lower stock-based compensation expenses of $0.4 million as well as
lower expenses related to professional services of $0.1 million.

General and administrative expenses were $9.1 million for the nine month period ended September 30, 2012 and $10.8 million for the
corresponding period in 2011. The decrease was primarily the result of lower stock-based compensation expenses of $1.4 million as well as
lower expenses related to professional services of $0.8 million, partially offset by higher employee compensation costs of $0.5 million.

Liquidity and Capital Resources
Liquidity

Since inception, we have incurred significant annual net losses and we have funded our operations primarily through the issuance of equity
securities, payments from corporate collaborators and strategic partners and research grants. As of September 30, 2012, we had cash, cash
equivalents, marketable securities and interest receivable totaling $76.1 million, compared to $84.5 million as of December 31, 2011. The
decrease was primarily attributable to capital required to fund our continuing operations, including the advancement of our ZFP Therapeutic
programs, and was partially offset by a $13.0 million upfront payment received in February 2012 from Shire pursuant to the collaboration and
license agreement entered into on January 31, 2012. Our most significant use of capital pertains to salaries and benefits for our employees and
external development expenses, such as manufacturing and clinical trial activity, related to our ZFP Therapeutic programs.

Under the terms of the agreement with Shire, we collaborate to research, develop and commercialize certain gene targets in human therapeutics
and diagnostics for hemophilia, Huntington s disease, and other monogenic diseases based on our ZFP technology. Under the agreement with
Shire, we received an upfront license fee in the amount of $13.0 million and will receive reimbursement for research services to be performed.
We are also eligible to receive milestone payments upon the achievement of specified research, regulatory, clinical development,
commercialization and sales milestones. The total amount of potential milestone payments for each gene target, assuming the achievement of all
specified milestones, is $213.5 million. The milestone payments for each gene target through the acceptance of an IND or CTA submission total
$8.5 million. We are also eligible to receive royalty payments that are a tiered double-digit percentage of net sales of products developed under
the collaboration.

Our cash and investment balances are held in a variety of interest bearing instruments, including obligations of U.S. government agencies, U.S.
treasury debt securities, corporate debt securities and money market funds. Cash in excess of immediate req