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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark one)

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

For the quarterly period ended March 31, 2018

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: 000-30347

CURIS, INC.
(Exact Name of Registrant as Specified in Its Charter)

Delaware 04-3505116

(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)
4 Maguire Road 02421

Lexington, Massachusetts
(Address of Principal Executive Offices) (Zip Code)
Registrant’s Telephone Number, Including Area Code: (617) 503-6500

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of

the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. y Yes ~ 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). y Yes = No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer” Accelerated filer v

Non-accelerated filer ~“Smaller reporting company ~

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

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). " Yes ¥y No

As of April 27, 2018, there were 165,628,371 shares of the registrant’s common stock outstanding.
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PART I—FINANCIAL INFORMATION
Item 1.CONDENSED FINANCIAL STATEMENTS

CURIS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

(Unaudited)

ASSETS

Current Assets:

Cash and cash equivalents
Investments

Accounts receivable

Prepaid expenses and other current assets
Total current assets

Property and equipment, net
Long-term investment — restricted
Goodwill

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:

Accounts payable

Accrued liabilities

Current portion of long-term debt, net
Total current liabilities

Long-term debt, net

Other long-term liabilities

Total liabilities

Stockholders’ Equity:

Common stock, $0.01 par value—225,000,000 shares authorized; 165,628,371 shares issued
and outstanding at March 31, 2018; 165,379,967 shares issued and 164,157,121 shares

outstanding at December 31, 2017
Additional paid-in capital

Treasury stock, at cost, O shares at March 31, 2018 and 1,222,846 shares at December 31,

2017

Accumulated deficit

Accumulated other comprehensive income
Total stockholders’ equity

Total liabilities and stockholders’ equity

March 31, December 31,

2018

$24,736
23,717
2,491
909
51,853
390

153
8,982

3
$61,381

$5,119
1,983
7,289
14,391
32,460
63
46,914

1,656

975,829

2017

$ 38,288
21,944
3,073
989
64,294
366

153
8,982

3

$ 73,798

$ 5,423
2,793
5,886
14,102
35,669
34
49,805

1,654

976,130
(1,524 )

(963,012) (952,265 )

6
14,467
$61,381

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

3

) (2 )

23,993
$ 73,798




Edgar Filing: CURIS INC - Form 10-Q

Table of Contents
CURIS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(In thousands, except share and per share data)

(Unaudited)
Three Months Ended
March 31,
2018 2017
Revenues:
Royalties $2,474  $2,191
Research and development, net (6 ) (60 )
Total revenues 2,468 2,131
Costs and expenses:
Cost of royalty revenues 129 111
Research and development 8,266 13,541
General and administrative 3,981 3,532
Total costs and expenses 12,376 17,184
Loss from operations (9,908 ) (15,053 )
Other (expense) income:
Other (expense) income — (103 )
Interest income 186 70
Interest expense (1,025 ) (656 )
Total other expense, net (839 ) (689 )
Net loss $(10,747) $(15,742 )
Net loss per common share (basic and diluted) $(0.07 ) $(0.11 )
Weighted average common shares (basic and diluted) 165,268,73242,011,776
Total comprehensive loss $(10,751) $ (15,744 )

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CURIS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Three Months Ended

March 31,

2018 2017
Cash flows from operating activities:
Net loss $(10,747) $(15,742)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 53 55
Stock-based compensation expense 1,226 1,103
Amortization of debt issuance costs 9 119
Non-cash interest (income) expense on investments (81 ) (10 )
Changes in operating assets and liabilities:
Accounts receivable 582 264
Prepaid expenses and other assets 80 213
Accounts payable and accrued and other liabilities (1,086 ) (1,148 )
Total adjustments 783 596
Net cash used in operating activities (9,964 ) (15,146 )
Cash flows from investing activities:
Purchase of investments (16,746 ) (12,556 )
Sales and maturities of investments 15,050 12,626
Purchases of property and equipment (77 ) (52 )
Net cash (used in)/provided by investing activities (1,773 ) 18
Cash flows from financing activities:
Proceeds from issuance of common stock associated with offerings, net of issuance costs — 6,214
Proceeds from issuance of common stock under the Company’s share-based compensation plans — 464
Proceeds from credit agreement with HealthCare Royalty Partners, III, L.P. — 45,000
Payment of debt issuance costs — (192 )
Payment on termination of credit agreement with BioPharma-II — (18,303 )
Payments on Curis Royalty’s debt (1,815 ) (1,676 )
Net cash (used in)/provided by financing activities (1,815 ) 31,507
Net (decrease)/increase in cash and cash equivalents (13,552 ) 16,379
Cash and cash equivalents, beginning of period 38,288 26,038
Cash and cash equivalents, end of period $24,736  $42.417
Non-cash items:
Receivable for issuances of common stock $— $174

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CURIS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(In thousands, except share and per share data)

1. Nature of Business

Curis, Inc. is a biotechnology company seeking to develop and commercialize innovative drug candidates for the
treatment of human cancers. As used throughout these consolidated financial statements, the term “the Company” refers
to the business of Curis, Inc. and its wholly owned subsidiaries, except where the context otherwise requires, and the
term “Curis” refers to Curis, Inc.

The Company conducts its research and development programs both internally and through strategic collaborations.
The Company’s clinical stage drug candidates are CUDC-907, which it is currently investigating in clinical studies in
patients with MYC-altered diffuse large B-cell lymphoma and solid tumors, or DLBCL, CA-170, which is currently
undergoing testing in a Phase 1 study in patients with advanced solid tumors and lymphomas; and CA-4948, which is
being tested in a Phase 1 trial in patients with advanced non-Hodgkin lymphomas, including those with myeloid
differentiation primary response 88, or MYD8S, alterations. The Company’s pipeline also includes CA-327, which is a
pre-IND stage oncology drug candidate. The Company expects to file an IND application with the United States Food
and Drug Administration, or FDA, for clinical testing of CA-327 in 2018. The Company is party to a collaboration
with F. Hoffmann-La Roche Ltd, or Roche, and Genentech Inc., or Genentech, a member of the Roche Group, under
which Roche and Genentech are commercializing Erivedge, a first-in-class orally-administered small molecule
Hedgehog signaling pathway inhibitor. Erivedge® (vismodegib) is approved for the treatment of advanced basal cell
carcinoma, or BCC.

In January 2015, and as amended in September 2016, the Company entered into a collaboration, option and license
agreement focused on immuno-oncology and selected precision oncology targets with Aurigene Discovery
Technologies Limited, or Aurigene.

The collaboration with Aurigene is comprised of multiple programs, and Curis has the option to exclusively license
each program, including data, intellectual property and compounds associated therewith, once a development
candidate is nominated within such program. In October 2015, the Company exercised options to license two
programs under this collaboration. The first licensed program is in the immuno-oncology field and the Company has
named CA-170, an orally-available small molecule antagonist of two immune checkpoints, programmed death
ligand-1 (PDL1) and V domain Ig suppressor of T cell activation (VISTA), as the development candidate from this
program. The second licensed program is in the precision oncology field and the Company has named CA-4948, an
orally-available small molecule inhibitor of Interleukin-1 receptor-associated kinase 4 (IRAK4) as the development
candidate. In October 2016, the Company exercised its option to license a third program in the collaboration, and
designated CA-327, a distinct orally available small molecule antagonist of two immune checkpoints, PDL1 and
T-cell immunoglobulin and mucin domain containing protein-3 (TIM3) as the development candidate from this
program. In March 2018, the Company exercised its option to license a fourth program, which is an immuno-oncology
program.

The Company operates in a single reportable segment, which is the research and development of innovative cancer
therapeutics. The Company expects that any products that are successfully developed and commercialized would be
used in the healthcare industry and would be regulated in the United States by the FDA and in overseas markets by
similar regulatory authorities.

The Company is subject to risks common to companies in the biotechnology industry as well as risks that are specific
to the Company’s business, including, but not limited to: the Company’s ability to advance and expand its research and
development programs; the Company’s reliance on Aurigene to successfully discover and preclinically develop drug
candidates under the parties’ collaboration agreement; the Company’s reliance on Roche and Genentech to successfully
commercialize Erivedge in the approved indication of advanced BCC and to progress its clinical development in
indications other than BCC; the Company’s ability to obtain adequate financing to fund its operations; the ability of the
Company and its wholly-owned subsidiary, Curis Royalty, LLC, or Curis Royalty, to satisfy the terms of its credit
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agreement with HealthCare Royalty Partners III, L.P., a Delaware limited partnership managed by HealthCare
Royalty Management, LLC, or HealthCare Royalty; the Company’s ability to obtain and maintain necessary
intellectual property protection; development by the Company’s competitors of new or better technological
innovations; the Company's dependence on key personnel; the Company’s ability to comply with regulatory
requirements; The Company's ability to obtain and maintain applicable regulatory approvals and commercialize any
approved product candidates and the Company’s ability to execute on its overall business strategies.

The Company’s future operating results will largely depend on the progress of drug candidates currently in its
development pipeline and the magnitude of payments that it may receive and makes under its current and potential
future collaborations. The results of the Company’s operations have varied and will likely continue to vary
significantly from year to
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year and quarter to quarter and depend on a number of factors, including, but not limited to: the timing, outcome and
cost of the Company’s preclinical studies and clinical trials for its drug candidates; Aurigene’s ability to successfully
discover and develop preclinical programs under the Company’s collaboration with Aurigene, as well as the Company’s
decision to exclusively license and further develop programs under this collaboration; Roche and Genentech’s ability
to successfully commercialize Erivedge; and positive results in Roche and Genentech’s ongoing clinical trials.

The Company has incurred losses and negative cash flows from operations since its inception. As of March 31, 2018,
the Company had an accumulated deficit of approximately $963.0 million. The Company anticipates that its $48.5
million of existing cash, cash equivalents and investments at March 31, 2018 should enable it to maintain its planned
operations for at least the next twelve months from the date of filing this Form 10-Q. The Company will need to raise
additional capital or incur indebtedness to continue to fund its operations in the future. The Company’s ability to raise
additional funds will depend, among other factors, on financial, economic and market conditions, many of which are
outside of its control and it may be unable to raise financing when needed, or on terms favorable to the Company. If
necessary funds are not available, it may have to delay, reduce the scope of, or eliminate some of its development
programs, potentially delaying the time to market for any of its product candidates.

2.Basis of Presentation

The accompanying condensed consolidated financial statements of the Company have been prepared in accordance
with the instructions to Form 10-Q and Article 10 of Regulation S-X. These statements, however, are condensed and
do not include all disclosures required by accounting principles generally accepted in the United States, or GAAP, for
complete financial statements and should be read in conjunction with the Company’s Annual Report on Form 10-K for
the year ended December 31, 2017 as filed with the Securities and Exchange Commission, or the SEC, on March 8,
2018.

In the opinion of the Company, the unaudited financial statements contain all adjustments (all of which were
considered normal and recurring) necessary for a fair statement of the Company’s financial position at March 31, 2018
and the results of operations for the three-month periods ended March 31, 2018 and 2017 and the cash flows for the
three-month periods ended March 31, 2018 and 2017. The condensed consolidated balance sheet at December 31,
2017 was derived from audited annual financial statements but does not contain all of the footnote disclosures from
the annual financial statements.

The preparation of the Company’s condensed consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts and disclosure of certain assets and
liabilities at the balance sheet date. Such estimates include the performance obligations under the Company’s
collaboration agreements; the estimated repayment term of the Company’s debt and related short- and long-term
classification; the fair value of the Company’s debt; the collectability of receivables; the carrying value of property and
equipment and intangible assets; the assumptions used in the Company’s valuation of stock-based compensation and
the value of certain investments and liabilities. Actual results may differ from such estimates.

These interim results are not necessarily indicative of results to be expected for a full year or subsequent interim
periods.

3.Revenue Recognition

The Company’s business strategy includes entering into collaborative license and development agreements with
biotechnology and pharmaceutical companies for the development and commercialization of the Company’s drug
candidates. The terms of the agreements typically include non-refundable license fees, funding of research and
development, payments based upon achievement of clinical development and regulatory objectives, and royalties on
product sales. The Company has adopted the provisions of the Financial Accounting Standards Board, or FASB,
Codification Topic 606, Revenue from Contracts with Customers, or Topic 606. This guidance supersedes the
provisions of FASB Codification Topic 605, Revenue Recognition.

Under the new guidance, a company can adopt Topic 606 using either the full retrospective method or the modified
retrospective method. Under the full retrospective method, a company recasts the amount by which each financial
statement line item presented in the current filing is affected as if the new guidance has always existed. Under the
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modified retrospective method, prior year financial statements would not need to be recast. Instead, a company applies
the cumulative effect of initially applying the new standard as an adjustment to the opening retained earnings balance.
The Company performed a detailed accounting assessment to quantify the effect of the transition from the former
guidance to the new guidance and concluded that there was no material effect on the Company's consolidated financial
statements under either the full retrospective or the modified retrospective methods. The Company has concluded that
it will elect the modified retrospective method to avoid restatement of prior filings.
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There are multiple options for the transition method under the new guidance, one of which allows a company to apply
this guidance retrospectively either to all contracts at the date of initial application or only to contracts that are not
completed contracts at the date of initial application. The Company has elected to apply the guidance to only contracts
that are not completed contracts as of January 1, 2018. The only contract not completed as of January 1, 2018 is the
collaboration agreement with Genentech (see Note 4). The Company has assessed the potential effects to the
consolidated financial statements and retained earnings and has concluded that, upon adoption of the new standard,
there was no impact.

License Fees and Multiple Element Arrangements

If a license to the Company’s intellectual property is determined to be distinct from the other performance obligations
identified in the arrangement, the Company recognizes revenues from non-refundable, up-front fees allocated to the
license at such time as 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 utilizes 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, the appropriate method of measuring progress for purposes of recognizing revenue
from non-refundable, up-front fees. The Company evaluates the measure of progress each reporting period and, if
necessary, adjusts the measure of performance and related revenue recognition.

If the Company is involved in a steering committee as part of a multiple element arrangement, the Company assesses
whether its involvement constitutes a performance obligation or a right to participate. Steering committee services that
are determined to be performance obligations are combined with other research services or performance obligations
required under an arrangement, if any, in determining the level of effort required in an arrangement and the period
over which the Company expects to complete its aggregate performance obligations.

Appropriate methods of measuring progress include output methods and input methods. In determining the
appropriate method for measuring progress, the Company considers the nature of service that the Company promises
to transfer to the customer. When the Company decides on a method of measurement, the Company will apply that
single method of measuring progress for each performance obligation satisfied over time and will apply that method
consistently to similar performance obligations and in similar circumstances.

If the Company cannot reasonably measure its progress toward complete satisfaction of a performance obligation
because it lacks reliable information that would be required to apply an appropriate method of measuring progress, but
the Company can reasonably estimate when the performance obligation ceases or the remaining obligations become
inconsequential and perfunctory, then revenue is not recognized until the Company can reasonably estimate when the
performance obligation ceases or becomes inconsequential. Revenue is then recognized over the remaining estimated
period of performance.

Significant management judgment is required in determining the level of effort required under an arrangement and the
period over which the Company is expected to complete its performance obligations under an arrangement.
Contingent Research Milestone Payments

Under the new guidance, there exists a constraint on the amount of variable consideration included in the transaction
price in that either all, or a portion, of an amount of variable consideration should be included in the transaction price.
The variable consideration amount should be included only to the extent that it is probable that a significant reversal in
the amount of cumulative revenue recognized will not occur when the uncertainty associated with the variable
consideration is subsequently resolved. The assessment of whether variable consideration should be constrained is
largely a qualitative one that has two elements: the likelihood of a change in estimate, and the magnitude thereof.
Variable consideration is not constrained if the potential reversal of cumulative revenue recognized is not significant,
for example.

If the consideration in a contract includes a variable amount, a company will estimate the amount of consideration in
exchange for transfer of promised goods or services. The consideration also can vary if a company’s entitlement to the
consideration is contingent on the occurrence or nonoccurrence of a future event. The Company considers contingent
research milestone payments to fall under the scope of variable consideration, which should be estimated for revenue
recognition purposes at the inception of the contract and reassessed ongoing at the end of each reporting period.

11



Edgar Filing: CURIS INC - Form 10-Q

The Company assesses whether contingent research milestones should be considered variable consideration that
should be constrained and thus not part of the transaction price. This includes an assessment of the probability that all
or some of the milestones revenue could be reversed when the uncertainty around whether or not the achievement of
each milestone is resolved, and the amount of reversal could be significant.

The guidance provides factors to consider when assessing whether variable consideration should be constrained. All
of the factors should be considered, and no factor is determinative. The Company considers all relevant factors.

8
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Reimbursement of Costs

Reimbursement of research and development costs by third party collaborators is recognized as revenue over time
provided the Company has determined that it transfers control (i.e. performs the services) of a service over time and,
therefore, satisfies a performance obligation according to the provisions outlined in the FASB Codification Topic
606-10-25-27, Revenue Recognition.

Royalty Revenue

Since the first quarter of 2012, the Company has recognized royalty revenues related to Genentech’s and Roche’s sales
of Erivedge. For arrangements that include sales-based royalties, including milestone payments based on the level of
sales, and 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). The Company expects to continue recognizing
royalty revenue from Genentech’s sales of Erivedge in the U.S. and in other markets where Genentech and Roche
successfully obtain marketing approval, if any (see Note 4). However, Erivedge royalties will service Curis Royalty’s
debt until this debt is repaid in full (see Note 7).

Summary

During the three months ended March 31, 2018 and 2017, total gross revenues are 100% from the Company’s
collaboration with Genentech.

Deferred Revenue

Amounts received prior to satisfying the above revenue recognition criteria are recorded as deferred revenue in the
accompanying consolidated balance sheets. Significant judgments are required in the application of revenue
recognition guidance. Short-term deferred revenue would consist of amounts that are expected to be recognized as
revenue, or applied against future co-development costs, within the next fiscal year. Amounts that the Company
expects will not be recognized in the next fiscal year would be classified as long-term deferred revenue. However, this
estimate would be based on our operating plan as of the balance sheet date and on our estimated performance periods
under the collaboration in which the Company has recorded deferred revenues. If our operating plan or our estimated
performance period would change, the Company could recognize a different amount of deferred revenue over the
reporting period.

With respect to each of the foregoing areas of revenue recognition, the Company exercises significant judgment in
determining whether an arrangement contains multiple elements, and, if so, how much revenue is allocable to each
element. In addition, the Company exercises our judgment in determining when our significant obligations have been
met under such agreements and the specific time periods over which we recognized revenue, such as non-refundable,
up-front license fees. To the extent that actual facts and circumstances differ from our initial judgments, our revenue
recognition with respect to such transactions would change accordingly and any such change could affect our reported
financial results.

4.Research and Development Collaborations

(a)Genentech

In June 2003, the Company licensed its proprietary Hedgehog pathway technologies to Genentech for human
therapeutic use. The primary focus of the collaborative research plan has been to develop molecules that inhibit the
Hedgehog pathway for the treatment of various cancers. The collaboration is currently focused on the development of
Erivedge, which is being commercialized by Genentech in the United States and by Genentech’s parent company,
Roche, in several other countries for the treatment of advanced BCC. Pursuant to the agreement, the Company is
eligible to receive up to an aggregate of $115.0 million in contingent cash milestone payments, exclusive of royalty
payments, in connection with the development of Erivedge or another small molecule Hedgehog pathway inhibitor,
assuming the successful achievement by Genentech and Roche of specified clinical development and regulatory
objectives. Of this amount, the Company has received $59.0 million in cash milestone payments as of March 31,
2018.

13
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In addition to these payments and pursuant to the agreement, the Company is entitled to a royalty on net sales of
Erivedge that ranges from 5% to 7.5%. The royalty rate applicable to Erivedge may be decreased by 2% on a
country-by-country basis in certain specified circumstances, including when a competing product that binds to the
same molecular target as Erivedge is approved by the applicable regulatory authority in another country, and is being
sold in such country, by a third party for use in the same indication as Erivedge, or, when there is no issued
intellectual property covering Erivedge in a territory in which sales are recorded. In 2015, the FDA and the European
Medicine Agency’s Committee for Medicinal Products for Human Use,
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approved another Hedgehog signaling pathway inhibitor, Odomzo® (sonidegib), which is marketed by Sun
Pharmaceutical Industries Ltd., for use in locally advanced BCC. Beginning in the fourth quarter of 2015, Genentech
applied the 2% royalty reduction on United States sales of Erivedge as a result of the first commercial sale of
Odomzo® in the United States.
In November 2012, the Company formed a wholly-owned subsidiary, Curis Royalty, to receive a $30.0 million loan,
at an annual interest rate of 12.25%, pursuant to a credit agreement between Curis Royalty and BioPharma-II, a
Luxembourg limited liability company managed by Pharmakon Advisors (see Note 7). In connection with the loan,
the Company transferred to Curis Royalty its right to receive royalty and royalty-related payments from Genentech.
The loan and accrued interest was an obligation of Curis Royalty, with no recourse to the Company, to be repaid using
the royalty and royalty-related payments from Genentech.
In March 2017, the Company and Curis Royalty entered into a new credit agreement with HealthCare Royalty
Partners III, L.P., or HealthCare Royalty, for the purpose of refinancing the loan from BioPharma-II. Accordingly,
HealthCare Royalty made a $45.0 million loan at an annual interest rate of 9.95% to Curis Royalty, which was used in
part to pay off $18.4 million in remaining loan obligations to Biopharma-II under the prior loan, with the residual
proceeds of $26.6 million distributed to the Company as sole equity member of Curis Royalty.
The Company has identified the following performance obligations related to the Genentech collaboration:

To grant the license for its Hedgehog (Hh) antagonist programs and to provide service on both a Joint Steering
1.Committee and Co-Development Steering Committee. This performance obligation has been satisfied and only

contingent royalty revenue remains to be recognized in the future.

To provide reimbursable research and development services. This performance obligation has been satisfied and no

‘revenue remains to be recognized in the future.
The Company recognized $2.5 million and $2.2 million in royalty revenue under the Genentech collaboration during
the three months ended March 31, 2018 and 2017, respectively. The Company recorded costs of royalty revenues
within the costs and expenses section of its condensed consolidated statements of operations and comprehensive loss
of $0.1 million and $0.1 million during the three months ended March 31, 2018 and 2017, respectively. Cost of
royalty revenues is comprised of 5% of the royalties earned by Curis Royalty with respect to Erivedge outside
Australia, and 2% direct net sales in Australia (subject to decrease on expiration of the patent in April 2019 to 5% of
the royalty payments that Curis Royalty receives from Genentech, through February 2022), that the Company is
obligated to pay to university licensors. As further discussed in Note 7, the Company expects that all royalty revenues
received from Genentech on net sales of Erivedge will be used to pay principal and interest under the loan received
from HealthCare Royalty, until such time as the loan is fully repaid.
The Company recorded immaterial research and development revenue during the three months ended March 31, 2018
and 2017, respectively, related to expenses incurred by the Company on behalf of Genentech that were paid by the
Company and for which Genentech is obligated to reimburse the Company.
Genentech incurred expenses of an immaterial amount and $0.1 million during the three months ended March 31,
2018 and 2017, respectively, under this collaboration which the Company is obligated to reimburse to Genentech, and
which the Company has recorded as contra-revenues which have been net against research and development revenues
in its consolidated statements of operations and comprehensive loss. The Company will continue to recognize revenue
for expense reimbursement as such reimbursable expenses are incurred, provided that the provisions of the FASB
Codification Topic 606 are met.

(b) Aurigene

In January 2015, the Company entered into an exclusive collaboration agreement with Aurigene for the discovery,
development and commercialization of small molecule compounds in the areas of immuno-oncology and selected
precision oncology targets. Under the collaboration agreement, Aurigene granted the Company an option to obtain
exclusive, royalty-bearing licenses to relevant Aurigene technology to develop, manufacture and commercialize
products containing certain of such compounds anywhere in the world, except for India and Russia, which are
territories retained by Aurigene.
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During 2015, the Company exercised options to license the first two programs under this collaboration, resulting in an
aggregate one-time payment of $6.0 million (satisfying the $3.0 million option exercise fee for each program) by the
Company to Aurigene.

Also in 2015, the Company selected a preclinical program for potential further development within the
immuno-oncology part of the collaboration resulting in a one-time payment of $2.0 million. In October 2016, the
Company licensed the program and designated CA-327 as the development candidate as described in Note 1, resulting
in a one-time payment of $1.5 million.

In connection with the collaboration agreement, the Company issued to Aurigene 17,120,131 shares of its common
stock valued at $24.3 million in partial consideration for the rights granted to the Company under the collaboration
agreement, which

10
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the Company recognized as expense during the year ended December 31, 2015. The shares were issued pursuant to a
stock purchase agreement with Aurigene dated January 18, 2015.
In September 2016, the Company and Aurigene entered into an amendment to the collaboration agreement. Under the
terms of the amendment, in exchange for the issuance by the Company to Aurigene of 10,208,333 shares of its
common stock, Aurigene waived payment of up to a total of $24.5 million in potential milestones and other payments
associated with the first four programs in the collaboration that may have become due from the Company under the
collaboration agreement. To the extent any of these waived milestones or other payments are not payable by the
Company, e.g. in the event one or more of the milestone events do not occur, the Company will have the right to
deduct the unused waived amount from any one or more of the milestone payment obligations tied to achievement of
commercial milestone events. The amendment also provides that, in the event supplemental program activities are
performed by Aurigene, the Company will provide up to $2.0 million of additional funding for each of the third and
fourth licensed program. The shares were issued pursuant to a stock purchase agreement with Aurigene dated
September 7, 2016.
As of March 31, 2018, the Company has exercised its option to license four programs under the collaboration:

IRAK4 Program - a precision oncology program of small molecule inhibitors of IRAK4. The development

“candidate is CA-4948, an orally available small molecule inhibitor of IRAK4.

PD1/VISTA Program - an immuno-oncology program of small molecule antagonists of PD1 and VISTA immune
2.checkpoint pathways. The development candidate is CA-170, an orally available small molecule antagonist of PDL1

and VISTA.

PD1/TIM3 Program - an immuno-oncology program of small molecule antagonists of PD1 and TIM3 immune
3.checkpoint pathways. The development candidate is CA-327, an orally available small molecule antagonist of PDL1

and TIM3.

In March 2018, the Company exercised its option to license a fourth program, which is an immuno-oncology

program.

For each option to license (as described above) exercised by the Company, the Company is obligated to use
commercially reasonable efforts to develop, obtain regulatory approval for, and commercialize at least one product in
each of the United States, specified countries in the European Union and Japan, and Aurigene is obligated to use
commercially reasonable efforts to perform its obligations under the development plan for such licensed program in
an expeditious manner.

Subject to specified exceptions, Aurigene and the Company agreed to collaborate exclusively with each other on the
discovery, research, development and commercialization of programs and compounds within immuno-oncology for an
initial period of approximately two years from the effective date of the collaboration agreement. At the Company's
option, and subject to specified conditions, it may extend such exclusivity for up to three additional one-year periods
by paying to Aurigene additional exclusivity option fees on an annual basis. The Company exercised the first one-year
exclusivity option fee in 2017. The fee for this exclusivity option exercise was $7.5 million, which the Company paid
in two equal installments in 2017. The Company has elected not to further exercise its exclusivity option and thus will
not make the $10.0 million payment required for this additional exclusivity in 2018. As a result of the Company’s
election to not further exercise its exclusivity option, Curis is no longer operating under broad immuno-oncology
exclusivity with Aurigene. The Company has, however, as provided in the agreement, elected to exercise its option to
extend exclusivity on a program-by-program, year-by-year, basis for the IRAK4 Program and the PD1/VISTA
Program, both of the licensed programs currently in clinical trials.

Since January 2015, the Company has paid $14.5 million in research payments and has waived $15.5 million in
milestone payments under the terms of the 2016 amendment.

For each of the IRAK4, PD1/VISTA,PD1/TIM3 programs, and the fourth immuno-oncology program: the Company
has remaining unpaid or unwaived payment obligations of $42.5 million per program, related to regulatory approval
and commercial sales milestones, plus specified additional payments for approvals for additional indications, if any.
In addition to the collaboration agreement, in June 2017, the Company entered into a master development and
manufacturing agreement with Aurigene for the supply of drug substance and drug product, under which it has made
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cash payments to Aurigene totaling $0.8 million.

5.Fair Value Measurements

The Company discloses fair value measurements based on a framework outlined by GAAP which requires expanded
disclosures regarding fair value measurements. GAAP defines fair value as the exchange price that would be received
for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. Market participants are
buyers and sellers in the principal market that are (i) independent, (ii) knowledgeable, (iii) able to transact, and

(iv) willing to transact. GAAP also

11
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establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs, where available,
and minimize the use of unobservable inputs when measuring fair value. The standard describes three levels of inputs
that may be used to measure fair value:

Level 1Quoted prices in active markets for identical assets or liabilities.

Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted
Level 2prices in markets that are not active; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets or liabilities.

In accordance with the fair value hierarchy, the following table shows the fair value as of March 31, 2018 and
December 31, 2017 of those financial assets and liabilities that are measured at fair value on a recurring basis.

Level 3

glclt(;z/eedl\f/)[;lrckeest;n Other Observable Unobservable Total Fair Value
Inputs (Level 2) Inputs (Level 3)

(Level 1)
As of March 31, 2018:
Cash equivalents:
Money market funds $ 17,774 $ — $ —$ 17,774
Municipal and government securities — 6,188 — 6,188
Short-term investments:
Government securities 6,879 — 6,879
S;)trepsorate commercial paper, stock, bonds and o 16,838 . 16,838
Total assets at fair value $ 17,774 $ 29,905 $ —$ 47,679

gzt(;z/eedl\f/)[grckeest;n Other Observable Unobservable Total Fair Value
Inputs (Level 2) Inputs (Level 3)

(Level 1)
As of December 31, 2017:
Cash equivalents:
Money market funds $ 35,308 $ — $ —$ 35,308
Municipal bonds — 260 — 260
Short-term investments:
S(:)trepsorate commercial paper, stock, bonds and o 21.944 . 21.944
Total assets at fair value $ 35,308 $ 22,204 $ —$ 57,512

No investments held at March 31, 2018 were transferred between levels.

6.Investments

Cash equivalents are highly liquid investments purchased with original maturities of three months or less. All other
liquid investments are classified as marketable securities. The Company’s short-term investments are marketable
securities with original maturities of greater than three months from the date of purchase, but less than twelve months
from the balance sheet date, and the Company's long-term investments are marketable securities with original
maturities of greater than twelve months from the balance sheet date. Marketable securities consist of commercial
paper, corporate bonds and notes, and government obligations. All of the Company’s short-term and long-term
investments have been designated available-for-sale and are stated at fair value with any unrealized holding gains or
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losses included as a component of stockholders’ equity and any realized gains and losses recorded in the statement of
operations in the period during which the securities are sold.
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Unrealized gains and temporary losses on investments are included in accumulated other comprehensive income (loss)
as a separate component of stockholders’ equity. Realized gains and losses, dividends and interest income are included
in other income (expense). Any premium or discount arising at purchase is amortized and/or accreted to interest
income.

The amortized cost, unrealized gains and losses and fair value of investments available-for-sale as of March 31, 2018
are as follows:

Amortized Unrealized Unrealized

. Total Fair Value
Cost Gain Loss
Corporate bonds and notes — short-term$ 16,842  $ —3$ @4 ) $ 16,838
Municipal and government securities $ 6,881 $ 2 ) $ 6,879
Total investments $23,723 $ —$ 6 ) $ 23,717

Short-term investments have maturities ranging from one to 12 months with a weighted-average maturity of 0.2 years
at March 31, 2018.

The amortized cost, unrealized gains and losses and fair value of investments available-for-sale as of December 31,
2017 are as follows:

Amortized Unrealized Unrealized

. Total Fair Value
Cost Gain Loss
Corporate bonds and notes — short-term$ 21,946  $ —3$ 2 ) $ 21944
Total investments $21946 $ —3$ 2 ) $ 21944

Short-term investments have maturities ranging from one to 12 months with a weighted-average maturity of 0.2 years
at December 31, 2017.

At March 31, 2018, the Company held 6 debt securities that had been in an unrealized loss position for less than 12
months. The aggregate fair value of these securities was $11.3 million at March 31, 2018. The Company held no
investments that have been in a continuous unrealized loss position for 12 months or longer. The Company evaluated
its securities for other-than-temporary impairments based on quantitative and qualitative factors, and considered the
decline in market value for the 6 debt securities held as of March 31, 2018 to be primarily attributable to current
economic and market conditions. The Company will likely not be required to sell these securities, and the Company
does not intend to sell these securities before the recovery of their amortized cost bases, which recovery is expected
within the next 12 months. Based on this analysis, the Company does not consider these investments to be
other-than-temporarily impaired as of March 31, 2018.

7.Debt

(a) BioPharma-II

In December 2012, Curis’ wholly owned subsidiary, Curis Royalty, received a $30.0 million loan at an annual interest
rate of 12.25% pursuant to a credit agreement between Curis Royalty and BioPharma-II. In connection with the loan,
Curis transferred to Curis Royalty its right to receive royalty and royalty-related payments on the commercial sales of
Erivedge that it receives from Genentech (see Note 4(a)). The loan and accrued interest was being repaid by Curis
Royalty using such royalty and royalty-related payments. To secure repayment of the loan, Curis Royalty granted a
first priority lien and security interest (subject only to permitted liens) to BioPharma-II in all of its assets and all real,
intangible and personal property, including all of its right, title and interest in and to the royalty and royalty-related
payments. The loan constituted an obligation of Curis Royalty, and was non-recourse to Curis. Under the terms of the
loan, quarterly royalty payments received by Curis Royalty from Genentech were first applied to pay, collectively:

(i) escrow fees payable by Curis pursuant to an escrow agreement between Curis, Curis Royalty, BioPharma-II and
Boston Private Bank and Trust Company, (ii) Curis' royalty obligations to university licensors, (iii) certain expenses
incurred by BioPharma-II in connection with the credit agreement and related transaction documents, including
enforcement of its rights in the case of an event of default under the credit agreement and (iv) expenses incurred by
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Curis enforcing its right to indemnification under the collaboration agreement with Genentech. Subsequently,
remaining amounts were applied first to pay interest and second, principal on the loan. Curis remained entitled to
receive any contingent payments upon achievement of clinical development objectives. Curis Royalty retained its

right to royalty payments related to sales of Erivedge following repayment of the loan.

The final maturity date of the loan was the earlier of the date when the principal was paid in full or the termination of
Curis Royalty’s right to receive royalties under the collaboration agreement with Genentech. Because the repayment of
the term
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loan was contingent upon the level of Erivedge royalties received, the short- and long-term classification of the debt
was based on the Company’s estimate of the timing of amounts to be repaid. The Company was not able to estimate
when the loan would be repaid as repayments were impacted by numerous factors, all of which were beyond the
Company’s control. The repayment term could be shortened or extended depending on the actual level of Erivedge
royalties received. In addition, if Erivedge royalties were insufficient to pay the accrued interest on the outstanding
loan, any unpaid interest outstanding would be added to the principal on a quarterly basis. At any time after January 1,
2017, Curis Royalty was entitled to, subject to certain limitations, to prepay the outstanding principal of the loan in
whole or in part, at a price equal to 105% of the outstanding principal on the loan, plus accrued but unpaid interest.
The loan was paid off and terminated in March 2017.

(b)HealthCare Royalty Partners I11

On March 6, 2017, the Company and Curis Royalty entered into a new credit agreement, referred to herein as the
credit agreement, with HealthCare Royalty for the purpose of refinancing Curis’ and Curis Royalty’s existing royalty
financing arrangement with BioPharma-II, referred to herein as the prior loan, with BioPharma-II. On March 22,
2017, the prior loan was terminated in its entirety.

Pursuant to the credit agreement, HealthCare Royalty made a $45.0 million loan at an interest rate of 9.95% to Curis
Royalty, which was used to pay off $18.4 million in remaining loan obligations to Biopharma-II under the prior loan.
The remaining proceeds of $26.6 million were distributed to Curis as sole equity holder of Curis Royalty.

The loan from HealthCare Royalty will be repaid from certain Erivedge royalty and royalty-related payments owed by
Genentech under the Genentech collaboration agreement, the rights to which were transferred from Curis to Curis
Royalty in 2012. Under the terms of the credit agreement with HealthCare Royalty, quarterly Erivedge royalty and
royalty-related payments from Genentech will first be applied to pay, collectively: (i) escrow fees payable by the
Company pursuant to an escrow agreement, (ii) the Company’s royalty obligations to academic institutions, (iii) certain
expenses incurred by HealthCare Royalty in connection with the credit agreement and related transaction documents,
including enforcement of its rights in the case of an event of default under the credit agreement and (iv) expenses
incurred by the Company enforcing its right to indemnification under the collaboration agreement. Subsequently,
remaining amounts will be applied first, to pay interest and second, to pay principal on the loan. If royalties owed
under the Genentech collaboration agreement are insufficient to pay the accrued interest on the outstanding loan, the
unpaid interest outstanding will be added to the loan prin