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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF
1934.

For the quarterly period ended March 31, 2015.

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

For the transition period from            to           .

Commission file number: 001-35347

Clovis Oncology, Inc.

(Exact name of Registrant as specified in its charter)

Delaware 90-0475355
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

2525 28th Street, Suite 100

Boulder, Colorado 80301
(Address of principal executive offices) (Zip Code)

(303) 625-5000

(Registrant’s telephone number, including area code)

Not Applicable
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(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    Yes  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 the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o
Non-accelerated filer o(Do not check if a smaller reporting company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  o    No  x

The number of outstanding shares of the registrant’s common stock, par value $0.001 per share, as of May 1, 2015 was
34,064,765.
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PART I. FINANCIAL INFORMATION

ITEM 1.FINANCIAL STATEMENTS
CLOVIS ONCOLOGY, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(Unaudited)

(In thousands, except per share amounts)

Three Months
Ended March 31,
2015 2014

Revenues:
License and milestone revenue $— $13,625
Operating expenses:
Research and development 56,750 24,151
General and administrative 6,751 5,320
Acquired in-process research and development — 8,406
Amortization of intangible asset — 3,409
Accretion of contingent purchase consideration 724 822
Total expenses 64,225 42,108
Operating loss (64,225) (28,483)
Other income (expense):
Interest expense (2,075 ) —
Foreign currency gains (losses) 3,247 (60 )
Other income (expense) 11 (46 )
Other income (expense), net 1,183 (106 )
Loss before income taxes (63,042) (28,589)
Income tax expense (102 ) (2,129 )
Net loss $(63,144) $(30,718)
Basic and diluted net loss per common share $(1.86 ) $(0.91 )
Basic and diluted weighted average common shares outstanding 34,011 33,820
Comprehensive loss $(88,971) $(30,199)

See accompanying Notes to Unaudited Consolidated Financial Statements.
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CLOVIS ONCOLOGY, INC.

CONSOLIDATED BALANCE SHEETS

(Unaudited)

(In thousands, except for share amounts)

March 31,
December
31,

2015 2014
ASSETS
Current assets:
Cash and cash equivalents $291,542 $482,677
Available-for-sale securities 141,833 —
Prepaid research and development expenses 3,072 3,765
Other current assets 5,257 4,730
Total current assets 441,704 491,172
Property and equipment, net 3,316 2,718
Intangible assets 187,916 212,900
Goodwill 58,303 66,055
Other assets 13,470 13,361
Total assets $704,709 $786,206
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $7,373 $2,917
Accrued research and development expenses 44,547 37,257
Other accrued expenses 3,764 7,598
Total current liabilities 55,684 47,772
Contingent purchase consideration 49,659 52,453
Deferred income taxes, net 59,006 66,851
Convertible senior notes 287,500 287,500
Deferred rent, long-term 271 —
Total liabilities 452,120 454,576
Commitments and contingencies (Note 14)
Stockholders' equity:
Preferred stock, par value $0.001 per share; 10,000,000 shares authorized, no shares issued

  and outstanding at March 31, 2015 and December 31, 2014 — —
Common stock, $0.001 par value per share, 100,000,000 shares authorized at March 31, 2015

  and December 31, 2014; 34,062,571 and 33,977,187 shares issued and outstanding at

  March 31, 2015 and December 31, 2014, respectively 34 34
Additional paid-in capital 795,019 785,089
Accumulated other comprehensive loss (50,275 ) (24,448 )
Accumulated deficit (492,189) (429,045)
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Total stockholders' equity 252,589 331,630
Total liabilities and stockholders' equity $704,709 $786,206

See accompanying Notes to Unaudited Consolidated Financial Statements.
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CLOVIS ONCOLOGY, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)

Three Months Ended
March 31,
2015 2014

Operating activities
Net loss $(63,144 ) $(30,718 )
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 467 3,477
Share-based compensation expense 8,682 4,936
Amortization of premiums and discounts on available-for-sale securities 471 —
Change in value of contingent purchase consideration (2,794 ) 876
Deferred income taxes — 761
Changes in operating assets and liabilities:
Prepaid and accrued research and development expenses 7,776 5,731
Other operating assets (805 ) (463 )
Accounts payable 4,228 (2,224 )
Other accrued expenses (3,286 ) (1,910 )
Net cash used in operating activities (48,405 ) (19,534 )
Investing activities
Purchases of property and equipment (816 ) (220 )
Purchases of available-for-sale securities (142,216) —
Net cash used in investing activities (143,032) (220 )
Financing activities
Proceeds from the exercise of stock options and employee stock purchases 1,193 57
Net cash provided by financing activities 1,193 57
Effect of exchange rate changes on cash and cash equivalents (891 ) 123
Decrease in cash and cash equivalents (191,135) (19,574 )
Cash and cash equivalents at beginning of period 482,677 323,228
Cash and cash equivalents at end of period $291,542 $303,654
Supplemental disclosure of cash flow information:
Cash paid for interest $3,714 $—

See accompanying Notes to Unaudited Consolidated Financial Statements.
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CLOVIS ONCOLOGY, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business and Basis of Presentation

Clovis Oncology, Inc. (the “Company”) is a biopharmaceutical company focused on acquiring, developing and
commercializing innovative anti-cancer agents in the United States, Europe and other international markets. The
Company has and intends to continue to license or acquire rights to oncology compounds in all stages of development.
In exchange for the right to develop and commercialize these compounds, the Company generally expects to provide
the licensor with a combination of up-front payments, milestone payments and royalties on future sales. In addition,
the Company generally expects to assume the responsibility for future drug development and commercialization costs.
The Company currently operates in one segment. Since inception, the Company’s operations have consisted primarily
of developing in-licensed compounds, evaluating new product acquisition candidates and general corporate activities.

Basis of Presentation

All financial information presented includes the accounts of the Company and its wholly-owned subsidiaries, Clovis
Oncology UK Limited and Clovis Oncology Italy S.r.l. All significant intercompany balances and transactions have
been eliminated in consolidation.

The unaudited financial statements of Clovis Oncology, Inc. included herein reflect all adjustments, consisting only of
normal recurring adjustments, which in the opinion of management are necessary to fairly state our financial position,
results of operations and cash flows for the periods presented. Interim results may not be indicative of the results that
may be expected for the full year. Certain information and footnote disclosures normally included in audited financial
statements prepared in accordance with accounting principles generally accepted in the United States (“U.S. GAAP”)
have been condensed or omitted pursuant to the rules and regulations of the U.S. Securities and Exchange
Commission (“SEC”). These financial statements should be read in conjunction with the audited consolidated financial
statements and notes thereto which are included in our Annual Report on Form 10-K for the year ended December 31,
2014 for a broader discussion of our business and the opportunities and risks inherent in such business.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, expenses, revenue and related disclosures. On an
ongoing basis, management evaluates its estimates, including estimates related to contingent purchase consideration,
the allocation of purchase consideration, intangible asset impairment, clinical trial accruals and share-based
compensation expense. The Company bases its estimates on historical experience and other market-specific or other
relevant assumptions that it believes to be reasonable under the circumstances. Actual results may differ from those
estimates or assumptions.

Liquidity

The Company has incurred significant net losses since inception and has relied on its ability to fund its operations
through debt and equity financings. Management expects operating losses and negative cash flows to continue for the
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foreseeable future. As the Company continues to incur losses, transition to profitability is dependent upon the
successful development, approval and commercialization of its product candidates and achieving a level of revenues
adequate to support the Company’s cost structure. The Company may never achieve profitability, and unless or until it
does, the Company will continue to need to raise additional cash.

Management intends to fund future operations through additional private or public debt or equity offerings and may
seek additional capital through arrangements with strategic partners or from other sources.

2. Summary of Significant Accounting Policies

The Company’s significant accounting policies are described in Note 2 of the Notes to the Consolidated Financial
Statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2014.

6
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Recent Accounting Pronouncements

In April 2015, the Financial Accounting Standards Board issued Accounting Standards Update (“ASU”) No. 2015-03,
“Interest – Imputation of Interest (Subtopic 835-30) – Simplifying the Presentation of Debt Issuance Costs.” ASU No.
2015-03 requires debt issuance costs to be presented as a deduction from the corresponding debt liability, rather than
as an asset. This update is effective for fiscal years beginning after December 15, 2015, including interim periods
within those years. Early adoption is permitted. Upon adoption, the guidance must be applied retrospectively to all
periods presented in the financial statements. The Company has elected not to early adopt this standard. Adoption of
the standard will impact the presentation of the Company’s debt issuance costs on the Consolidated Balance Sheets and
the related disclosures.  

3. EOS Acquisition

On November 19, 2013, the Company acquired all of the outstanding common and preferred stock of Ethical
Oncology Science, S.p.A. (“EOS”) (now known as Clovis Oncology Italy S.r.l.). The initial purchase consideration was
comprised of an $11.8 million cash payment and the issuance of $173.7 million of the Company’s common stock to the
former EOS shareholders. The Company may make additional purchase payments to the previous EOS shareholders if
certain lucitanib regulatory and sales milestones are achieved. The range of the potential contingent milestone
payments are zero to an estimated maximum of $65.0 million and €115.0 million. The Company recorded a liability for
the estimated fair value of these payments, which totaled $49.7 million and $52.5 million at March 31, 2015 and
December 31, 2014, respectively.

4. Financial Instruments and Fair Value Measurements

Cash, Cash Equivalents and Available-for-Sale Securities

The Company considers all highly liquid investments with original maturities at the date of purchase of three months
or less to be cash equivalents. Cash and cash equivalents include bank demand deposits and money market funds that
invest primarily in certificate of deposits, commercial paper and U.S. government and U.S. government agency
obligations.

Marketable securities with original maturities greater than three months are considered to be available-for-sale
securities. Available-for-sale securities are reported at fair value and unrealized gains and losses are included in
accumulated other comprehensive loss on the Consolidated Balance Sheets. Realized gains and losses, amortization of
premiums and discounts and interest and dividends earned are included in other income (expense) on the Consolidated
Statements of Operations and Comprehensive Loss. The cost of investments for purposes of computing realized and
unrealized gains and losses is based on the specific identification method. Investments with maturities beyond one
year are classified as short-term based on management’s intent to fund current operations with these securities or to
make them available for current operations. A decline in the market value of a security below its cost value that is
deemed to be other than temporary is charged to earnings and results in the establishment of a new cost basis for the
security.

Fair Value Measurements
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Fair value is defined as the exchange price that would be received to sell an asset or paid to transfer a liability (at 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. The three levels of inputs that may be used to measure fair value include:

Level 1: Quoted prices in active markets for identical assets or liabilities. The Company’s Level 1 assets consist of
money market investments. The Company does not have Level 1 liabilities.

Level 2: Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities in active
markets or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities. The Company’s Level 2 assets include U.S. treasury
securities. The Company does not have Level 2 liabilities.

Level 3: Unobservable inputs that are supported by little or no market activity. The Company does not have Level 3
assets. The contingent purchase consideration related to the undeveloped lucitanib product rights acquired in
2013 with the purchase of EOS is a Level 3 liability. The fair value of this liability is based on unobservable
inputs and includes valuations for which there is little, if any, market activity. See Note 3 of the Company’s
2014 Form 10-K for further discussion of the unobservable inputs and valuation techniques related to the
contingent purchase consideration liability.

7

Edgar Filing: Clovis Oncology, Inc. - Form 10-Q

13



The following table identifies the Company’s assets and liabilities that were measured at fair value on a recurring basis
(in thousands):

Balance Level 1 Level 2 Level 3
March 31, 2015
Assets:
Money market $226,001 $226,001 $— $—
U.S. treasury securities 141,833 — 141,833 —
Total assets at fair value $367,834 $226,001 $141,833 $—
Liabilities:
Contingent purchase consideration $49,659 $— $— $49,659
Total liabilities at fair value $49,659 $— $— $49,659
December 31, 2014
Assets:
Money market $447,994 $447,994 $— $—
Total assets at fair value $447,994 $447,994 $— $—
Liabilities:
Contingent purchase consideration $52,453 $— $— $52,453
Total liabilities at fair value $52,453 $— $— $52,453

The following table rolls forward the fair value of Level 3 instruments (significant unobservable inputs) in thousands:

For the Three
Months Ended
March 31, 2015

Liabilities:
Balance at beginning of period $ 52,453
Accretion 724
Change in foreign currency gains and losses (3,518 )
Balance at end of period $ 49,659

The change in the fair value of Level 3 instruments is included in accretion of contingent purchase consideration and
foreign currency gains (losses) for changes in the foreign currency translation rate on the Consolidated Statements of
Operations and Comprehensive Loss.

Financial instruments not recorded at fair value include the Company’s convertible senior notes. At March 31, 2015,
the carrying amount of the convertible senior notes was $287.5 million, which represents the aggregate principal
amount, and the fair value was $398.9 million. The fair value was determined using Level 2 inputs based on the
indicative pricing published by certain investment banks or trading levels of the Notes, which are not listed on any
securities exchange or quoted on an inter-dealer automated quotation system. See Note 9 for discussion of the
convertible senior notes.
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5. Available-for-Sale Securities

As of March 31, 2015, available-for-sale securities consisted of the following (in thousands):

Gross Gross Aggregate
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

U.S. treasury securities $ 141,745 $ 88 $ — $ 141,833
As of March 31, 2015, the cost or amortized cost and fair value of available-for-sale securities by contractual maturity
were (in thousands):

Amortized Fair
Cost Value

Due in one year or less $ 141,745 $141,833
Total $ 141,745 $141,833

8
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6. Other Current Assets

Other current assets were comprised of the following (in thousands):

March
31,

December
31,

2015 2014
Receivable from partners $2,636 $ 1,991
Prepaid expenses- other 1,242 1,168
Prepaid insurance 797 1,190
VAT recoverable 191 231
Other 391 150
Total $5,257 $ 4,730

7. Intangible Assets and Goodwill

Intangible acquired in-process research and development (“IPR&D”) assets and goodwill were established as part of the
purchase accounting of EOS in November 2013.

IPR&D assets and goodwill consisted of the following (in thousands):

March
31,

December
31,

2015 2014
IPR&D assets:
Balance at beginning of period $212,900 $244,518
Change in foreign currency gains and losses (24,984 ) (28,209 )
Amortization of intangible asset — (3,409 )a
Balance at end of period $187,916 $212,900

Goodwill:
Balance at beginning of period $66,055 $74,811
Change in foreign currency gains and losses (7,752 ) (8,756 )
Balance at end of period $58,303 $66,055

a.During the first quarter of 2014, the Company recorded a $3.4 million reduction in the intangible assets driven by
lower expected future milestone revenue from the lucitanib development activities due to the receipt of a lucitanib
milestone payment from Servier (see Note 12). This reduction was reported as amortization of intangible asset on
the Consolidated Statements of Operations and Comprehensive Loss.

Recurring amortization of the IPR&D assets will commence when the useful lives of the intangible assets have been
determined. IPR&D intangible assets are evaluated for impairment at least annually or more frequently if impairment
indicators exist and any reduction in fair value will be recognized as an expense in the Consolidated Statements of
Operations and Comprehensive Loss.
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8. Other Accrued Expenses

Other accrued expenses were comprised of the following (in thousands):

March
31,

December
31,

2015 2014
Accrued personnel costs $2,563 $ 4,726
Income tax payable 491 411
Accrued interest payable 299 2,236
Accrued expenses - other 231 148
Accrued corporate legal fees and professional services 180 77
Total $3,764 $ 7,598

9
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9. Convertible Senior Notes

On September 9, 2014, we completed a private placement of $287.5 million aggregate principal amount of 2.5%
convertible senior notes due 2021 (the “Notes”) resulting in net proceeds to the Company of $278.3 million after
deducting offering expenses. In accordance with the accounting guidance, the conversion feature did not meet the
criteria for bifurcation, and the entire principal amount was recorded as a long-term liability on the Consolidated
Balance Sheets.

The Notes are governed by the terms of the indenture between the Company, as issuer, and The Bank of New York
Mellon Trust Company, N.A., as trustee. The Notes are senior unsecured obligations and bear interest at a rate of
2.5% per year, payable semi-annually in arrears on March 15 and September 15 of each year, beginning March 15,
2015. The Notes will mature on September 15, 2021, unless earlier converted, redeemed or repurchased.

Holders may convert all or any portion of the Notes at any time prior to the close of business on the business day
immediately preceding the maturity date. Upon conversion, the holders will receive shares of our common stock at an
initial conversion rate of 16.1616 shares per $1,000 in principal amount of Notes, equivalent to a conversion price of
approximately $61.88 per share. The conversion rate is subject to adjustment upon the occurrence of certain events
described in the indenture, but will not be adjusted for any accrued and unpaid interest. In addition, following certain
corporate events that occur prior to the maturity date or upon our issuance of a notice of redemption, we will increase
the conversion rate for holders who elect to convert the Notes in connection with such a corporate event or during the
related redemption period in certain circumstances.

On or after September 15, 2018, we may redeem the Notes, at our option, in whole or in part, if the last reported sale
price of our common stock has been at least 150% of the conversion price then in effect for at least 20 trading days
(whether or not consecutive) during any 30 consecutive trading day period ending not more than two trading days
preceding the date on which we provide written notice of redemption at a redemption price equal to 100% of the
principal amount of the Notes to be redeemed plus accrued and unpaid interest to, but excluding, the redemption date.
No sinking fund is provided for the Notes.

If we undergo a fundamental change, as defined in the indenture, prior to the maturity date of the Notes, holders may
require us to repurchase for cash all or any portion of the Notes at a fundamental change repurchase price equal to
100% of the principal amount of the Notes to be repurchased, plus accrued and unpaid interest to, but excluding, the
fundamental change repurchase date.

The Notes rank senior in right of payment to any of our indebtedness that is expressly subordinated in right of
payment to the Notes; equal in right of payment to all of our liabilities that are not so subordinated; effectively junior
in right of payment to any secured indebtedness to the extent of the value of the assets securing such indebtedness;
and structurally junior to all indebtedness and other liabilities (including trade payables) of our subsidiaries.

In connection with the issuance of the Notes, the Company incurred $9.2 million of debt issuance costs, which is
included in other assets on the Consolidated Balance Sheets. The debt issuance costs are amortized as interest expense
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over the expected life of the Notes using the effective interest method. The Company determined the expected life of
the debt was equal to the seven-year term of the Notes. As of March 31, 2015, the balance of unamortized debt
issuance costs was $8.5 million.

The following table sets forth total interest expense recognized related to the Notes during the three months ended
March 31, 2015 (in thousands):

For the Three
Months Ended
March 31, 2015

Contractual interest expense $ 1,777
Amortization of debt issuance costs 298
Total interest expense $ 2,075

10. Stockholders’ Equity

Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss consists of changes in foreign currency translation adjustments, which
includes changes in a subsidiary’s functional currency, and unrealized gains and losses on available-for-sale securities.

10
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The accumulated balances related to each component of other comprehensive income (loss) are summarized as
follows (in thousands):

Total
Foreign Accumulated
Currency Other
Translation Unrealized Comprehensive
Adjustments Gains Income (Loss)

Balance December 31, 2013 $ 4,696 $ — $ 4,696
Period change (29,144 ) — (29,144 )
Balance December 31, 2014 (24,448 ) — (24,448 )
Period change (25,915 ) 88 (25,827 )
Balance March 31, 2015 $ (50,363 ) $ 88 $ (50,275 )

The period change between March 31, 2015 and December 31, 2014 was primarily due to the currency translation of
the IPR&D intangible assets, goodwill and deferred income taxes associated with the acquisition of EOS in November
2013 (see Notes 3 and 7).

11. Share-Based Compensation

Share-based compensation expense for all equity based programs, including stock options and the employee stock
purchase plan, for the three months ended March 31, 2015 and 2014, respectively, was recognized in the
accompanying Consolidated Statements of Operations and Comprehensive Loss as follows:

Three Months
Ended March
31,
2015 2014

Research and development $5,404 $2,434
General and administrative 3,278 2,502
Total share-based compensation expense $8,682 $4,936

The Company did not recognize a tax benefit related to share-based compensation expense during the three months
ended March 31, 2015 and 2014, respectively, as the Company maintains net operating loss carryforwards and has
established a valuation allowance against the entire net deferred tax asset as of March 31, 2015.

The following table summarizes the activity relating to the Company’s options to purchase common stock:

Weighted Weighted Aggregate
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Number of
Options

Average

Exercise

Price

Average

Remaining

Contractual

Term
(Years)

Intrinsic

Value
(Thousands)

Outstanding at December 31, 2014 4,159,362 $ 37.69
Granted 697,693 a 77.24
Exercised (85,384 ) 13.98
Forfeited (13,535 ) 45.51
Outstanding at March 31, 2015 4,758,136 $ 43.89 8.2
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