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To our shareholders, employees, partners, and patients,

2018 was a transformational year for Curis. We transitioned from a company
broadly engaged in discovery research and pipeline expansion into a company
singularly focused on clinical execution, that recently announced a partnership
that raised more cash than our market cap. We look forward to the continued
advancement of our clinical programs and to sharing those results with you.

g

James Dentzer
President & Chief Executive Officer
Curis, Inc.

Thank you for your ongoing support,
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price of the Company’s common stock on the Nasdaq Global Market on the grant date. As of December 31, 2018, 2,595,622
shares remained available for grant under the 2010 Plan.

During the year ended December 31, 2018, the Company’s board of directors granted options to purchase 2,072,596
shares of the Company’s common stock to officers and employees of the Company under the 2010 Plan. These options vest and
become exercisable as to 25% of the shares underlying the award after the first year and as to an additional 6.25% of the shares
underlying the award in each subsequent quarter, based upon continued employment over a four-year period, and are
exercisable at a price equal to the closing price of the Company’s common stock on the Nasdaq Global Market on the grant
dates.

Also during the year ended December 31, 2018, the Company’s board of directors granted restricted stock awards, or
RSAs, to officers of the Company for an aggregate amount of 109,250 shares of the Company's common stock under the 2010
Plan. These RSAs will vest as to 25% of the shares underlying the RSA on the first anniversary of the date of grant and as to an
additional 25% annually thereafter until all such shares become vested, based upon continued service to the Company over a
four-year period.

During the year ended December 31, 2018, the Company’s board of directors granted RSAs to its non-employee directors
for an aggregate amount of 185,000 shares of the Company's common stock under the 2010 Plan. These RSAs will vest as to
100% of the shares underlying the RSA on the first anniversary of the date of grant, subject to continued service to the
Company over the course of such year.

Nonstatutory Inducement Grants

For certain new employees the Company issued options as an inducement equity award under Nasdaq Listing Rule
5635(c)(4) outside of the 2010 Plan. The option will vest as to 25% of the shares underlying the option on the first anniversary
of the grant date, and as to an additional 6.25% of the shares underlying the option on each successive three-month period
thereafter. During the year ended December 31, 2018, the Company’s board of directors granted inducement equity awards of
92,000 shares of common stock. These options were granted at a weighted average exercise price of $2.35, which is based on
the closing market price of the Company’s common stock on the Nasdaq Global Market on the grant date.

Employee and Director Grants

Vesting Tied to Service Conditions

In determining the fair value of stock options, the Company generally uses the Black-Scholes option pricing model. As
discussed below, for employee stock options with market performance conditions, the Company uses a Monte Carlo simulation
valuation model. The Black-Scholes option pricing model employs the following key assumptions for employee and director
options awarded during each of the following years:

For the Year Ended
December 31,
2018 2017
Expected term (years)—Employees 5.5 5.5
Expected term (years)—Officers 5.5 55
Expected term (years)—Directors N/A 6.3
Risk-free interest rate 2.5-3.0% 2.0-2.1%
Expected volatility 66-73% 63-64%
Expected dividend yield None None

The expected volatility is based on the annualized daily historical volatility of the Company’s stock price for a time
period consistent with the expected term of each grant. Management believes that the historical volatility of the Company’s
stock price best represents the future volatility of the stock price. The risk-free rate is based on the U.S. Treasury yield in effect
at the time of grant for the expected term of the respective grant. The Company has not historically paid cash dividends, and
does not expect to pay cash dividends in the foreseeable future.

The stock price volatility and expected terms utilized in the calculation involve management’s best estimates at that time,
both of which impact the fair value of the option calculated under the Black-Scholes methodology and, ultimately, the expense
that will be recognized over the life of the option. GAAP also requires that the Company recognize compensation expense for
only the portion of options that are expected to vest. Therefore, management calculated an estimated annual pre-vesting
forfeiture rate that is derived from historical employee termination behavior since the inception of the Company, as adjusted. If
the actual number of forfeitures differs from those estimated by management, additional adjustments to compensation expense
may be required in future periods.
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A summary of stock option activity under the 2010 Plan, the 2000 Stock Incentive Plan, the 2000 Director Stock Option
Plan, and Nonstatutory Inducement Grants is summarized as follows:

Weighted Weighted

Average Average
Exercise Remaining Aggregate
Number of Price per Contractual Intrinsic
Shares Share Life Value

Outstanding, December 31, 2017 3,206,858 $ 12.08
Granted 2,072,596 2.56
Exercised — —
Canceled (1,565,060) 9.91
Outstanding, December 31, 2018 3,714,394 $ 7.68 6.38 $ —
Exercisable at December 31, 2018 1,776,293 $ 11.90 352 % —
Vested and unvested expected to vest 3,347,440 $ 8.23 6.06 $ —

At December 31, 2018, the weighted average grant-date fair values of stock options granted with standard vesting terms
during the years ended December 31, 2018 and 2017 were $1.46 and 1.43 per share of common stock underlying such stock
options, respectively. As of December 31, 2018, there was approximately $3.5 million, including the impact of estimated
forfeitures, of unrecognized compensation cost related to unvested employee stock option awards outstanding under the
Company’s 2010 Plan that is expected to be recognized as expense over a weighted average period of 3.5 years. There were no
employee stock options exercised during the year ended December 31, 2018. The intrinsic value of employee stock options
exercised during the year ended December 31, 2017 was $1.0 million.

The following table presents a summary of outstanding RSAs under the 2010 Plan as of December 31, 2018:

Weighted
Average
Number of Grant Date
Shares Fair Value
Outstanding, December 31, 2017 — —
Awarded 294,250 3.45
Vested — —
Forfeited (68,000) 3.45
Outstanding, December 31, 2018 226,250 3.45

As of December 31, 2018, there were 226,250 shares outstanding covered by RSAs that are expected to vest. The
weighted average fair value of these shares of restricted stock was $3.45 per share and the aggregate fair value of these shares
of restricted stock was approximately $1.0 million. As of December 31, 2018, there were approximately $0.1 million of
unrecognized compensation costs, net of estimated forfeitures, related to RSAs granted to officers and non-employee directors,
which are expected to be recognized as expense over a remaining weighted average period of 0.61 years.

Second Amended and Restated 2010 Emplovee Stock Purchase Plan (ESPP)

The Company has reserved 2,000,000 of its shares of common stock for issuance under the ESPP. Eligible employees
may purchase shares of the Company’s common stock at 85% of the lower closing market price of the common stock at the
beginning of the enrollment period or ending date of the any purchase period within a two-year enrollment period, as defined.
The Company has four six-month purchase periods per each two-year enrollment period. If, within any one of the four purchase
periods in an enrollment period, the purchase period ending stock price is lower than the stock price at the beginning of the
enrollment period, the two-year enrollment resets at the new lower stock price. This aspect of the plan was amended in 2017.
Prior to 2017, the plan included two six-month purchase period per year with no defined enrollment period. As of
December 31, 2018, 231,053 shares were issued under the ESPP, of which 101,623 were issued during 2018. As of
December 31, 2018, there were 1,768,947 shares available for future purchase under the ESPP.

For the years ended December 31, 2018 and 2017, the Company recorded compensation expense related to its ESPP and
calculated the fair value of shares expected to be purchased under the ESPP using the Black-Scholes models with the following
assumptions:
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For the Year Ended December 31,

2018 2017
Compensation expense recognized under ESPP $ 173 § 268
Expected term 6-24 months 6-24 months
Risk-free interest rate 2.1-2.7% 1.1-1.8%
Volatility 79-104% 65-76%
Dividends None None

Employee Stock-Based Compensation Expense

Stock-based compensation for employee and director stock option grants for the years ended December 31, 2018 and
2017 of $3.9 million and $5.4 million , respectively, was calculated using the above valuation models and has been included in
the Company’s results of operations. The total fair value of vested stock options for the years ended December 31, 2018 and
2017 was $4.7 million and $3.6 million, respectively.

Total Stock-Based Compensation Expense

For the years ended December 31, 2018 and 2017, the Company recorded employee and non-employee stock-based
compensation expense to the following line items in its Costs and Expenses section of the Consolidated Statements of
Operations and Comprehensive Loss:

For the Year Ended December 31,

2018 2017
Research and development expenses $ 1,310 $ 1,486
General and administrative expenses 2,630 3,873
Total stock-based compensation expense $ 3,940 $ 5,359

No income tax benefits have been recorded for the years ended December 31, 2018 or 2017, as the Company has recorded
a full valuation allowance and management has concluded that it is more likely than not that the net deferred tax assets will not
be realized (see Note 12).
(7) Property and Equipment, net

Property and equipment consist of the following:

December 31,
2018 2017

Laboratory equipment, computers and software $ 1,753 ' $ 1,736
Leasehold improvements 185 185
Office furniture and equipment 354 354
2,292 2,275
Less—Accumulated depreciation and amortization (2,025) (1,909)
Total $ 267 § 366

The Company recorded depreciation and amortization expense of $0.2 million for each of the years ended December 31,
2018 and 2017.

During the years ended December 31, 2018 and 2017, the Company identified certain of its fully depreciated assets no
longer being used. As a result, the Company wrote off gross assets and related accumulated depreciation, totaling $0.1 million
for each of the years ended December 31, 2018 and 2017.
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(8) Accrued Liabilities

Accrued liabilities consist of the following:

December 31,
2018 2017
Accrued compensation $ 2,774 $ 2,187
Professional fees 233 148
Accrued interest on debt (see Note 9) 165 193
Other 285 265
Total $ 3,457 $ 2,793

(9) Debt
e BioPharma-II

In December 2012, the Company's 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 3(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 credit agreement, quarterly royalty and royalty-related
payments received by Curis Royalty from Genentech were first applied to pay interest and second, principal on the loan from
BioPharma-II. 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
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, 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.

e HealthCare Royalty Partners III

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 Royalty’s financing arrangement with BioPharma-II,
referred to herein as the prior loan. 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.

Under the terms of the credit agreement with HealthCare Royalty, quarterly Erivedge royalty and royalty-related
payments from Genentech were to be first 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 were to be applied first, to pay
interest and second, to pay principal on the loan. If royalties owed under the Genentech collaboration agreement were
insufficient to pay the accrued interest on the outstanding loan, the unpaid interest outstanding would be added to the loan
principal on a quarterly basis. On March 22, 2019, the Company and Curis Royalty terminated, and repaid all amounts
outstanding under, the credit agreement, consisting of approximately $33.8 million in remaining loan principal and
approximately $3.4 million in accrued and unpaid interest and prepayment fees.
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e Respective Debt Payments to BioPharma-II and HealthCare Royalty Partners 111

During the years ended December 31, 2018 and 2017, Curis Royalty made payments totaling $10.0 million and $8.9
million, respectively, of which $6.1 million and $5.0 million have been applied to the principal, respectively, with the
remainder applied to accrued interest. As of December 31, 2018, the Company recorded short- and long-term debt of $6.9 and
$28.6 million, respectively, and at December 31, 2017, the Company recorded short- and long-term debt of $5.9 million and
$35.7 million, respectively, with such amounts recorded within the Company’s consolidated balance sheets.

In addition, the Company recorded related accrued interest on its debt of $0.2 million and $0.2 million as of
December 31, 2018 and 2017, respectively, with such amounts included in the Company’s accrued liabilities section of its
consolidated balance sheets. For the years ended December 31, 2018 and 2017, respectively, the Company recognized interest
expense related to its debt of $3.9 million and $4.0 million , respectively, in the consolidated statement of operations and
comprehensive loss.

At December 31, 2018, the fair value of the principal portion of the debt is estimated as $34.9 million. Due to the
assumptions required in estimating future Erivedge royalties, the expected repayment period and weighting of various royalty
projection scenarios, the fair value of the debt is measured using Level 3 inputs.

For the year ended December 31, 2018, the Company did not incur any debt issuance costs, however the Company did
incur debt issuance costs totaling $0.2 million for the year ended December 31, 2017 in connection with its HealthCare Royalty
financing transaction, all of which were incurred directly by the Company. The direct costs incurred by the Company were
recorded as contra-debt, which directly reduces the outstanding debt balance on the following table:

As of
December 31,
2018 2017

Debt, current 6,920 5,919
Debt issue costs, current (36) (33)

Debt, current portion net of issuance costs $ 6,884 §$ 5,886
Debt, long-term 28,696 35,802
Debt issue costs, long-term (96) (133)

Debt, net of current portion and issuance costs $ 28,600 $ 35,669

All issuance costs will be amortized over the estimated term of the debt using the straight-line method which
approximates the effective interest method.

The assumptions used in determining the expected repayment term of the debt and amortization period of the issuance
costs requires management to make estimates that could impact the Company's short- and long-term classification of these
costs, as well as the period over which these costs will be amortized.

At December 31, 2018, the Company estimates that its future payments of principal on the loan are as follows:

Principal
2019 $ 6,920
2020 8,157
2021 9,531
2022 11,008
2023 —
Total payments 35,616
Less current portion, gross (6,920)
Total long-term debt obligations, gross $ 28,696

(10) Commitments
(a) OPERATING LEASES

The Company is party to a lease agreement with the Trustees of Lexington Office Realty Trust pursuant to which the
Company leases 24,529 square feet of property that is used for office, research and laboratory space located at 4 Maguire Road
in Lexington, Massachusetts.

The term of the 4 Maguire Road lease agreement commenced on December 1, 2010, and was set to expire in February
2018. The Company had the option to extend the term for one additional five-year period upon the Company’s written notice to
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the lessor at least one year and no more than 18 months in advance of the extension. On November 1, 2017, the Company
entered into a second amendment to the lease agreement pursuant to which the Company agreed to extend the lease for an
additional two-year period. The term of the lease amendment commenced on March 1, 2018, and expires on February 29, 2020.
The amendment provides for no option to extend the term beyond the two-year period, nor does it provide an option for early
termination of the lease.

The total cash obligations for the base rent over the initial term of the lease agreement and the extended term of the lease
agreement were approximately $4.4 million and $2.0 million, respectively. In addition to the base rent, the Company is also
responsible for its share of operating expenses and real estate taxes, in accordance with the terms of the lease agreement. The
Company has provided a security deposit to the lessor in the form of an irrevocable letter of credit in the original amount of
$0.3 million. The original deposit has been reduced throughout the lease term since its inception to $0.2 million during 2018
and 2017, respectively, in accordance with the terms of the lease. These amounts have been classified as the restricted
investments in the Company’s Consolidated Balance Sheet as of December 31, 2018 and 2017.

The Company’s remaining operating lease commitments for all leased facilities with an initial or remaining term of at
least one year are as follows:

Year Ending December 31,

2019 $ 1,002

2020 168
Total minimum payments $ 1,170

Rent expense for all operating leases was $0.9 million for the year ended December 31, 2018 and $0.7 million for the year
ended December 31, 2017. The related deferred rent is included in accrued liabilities and other long-term liabilities in the
Company’s consolidated balance sheet as of December 31, 2018 and 2017.

(b) LICENSE AGREEMENTS

In exchange for the right to use licensed technology in its research and development efforts, the Company has entered into
various license agreements. These agreements generally stipulate that the Company pay an annual license fee and is obligated
to pay royalties on future revenues, if any, resulting from use of the underlying licensed technology. Such revenues may
include, for example, up-front license fees, contingent payments upon collaborators’ achievement of development and
regulatory objectives, and royalties. In addition, some of the agreements commit the Company to make contractually defined
payments upon the attainment of scientific or clinical milestones. The Company expenses these payments as they are incurred
and expenses royalty payments as related future product sales or as royalty revenues are recorded. The Company accrues
expenses for scientific and clinical objectives over the period that the work required to meet the respective objective is
completed, provided that the Company believes that the achievement of such objective is probable. The Company did not incur
license fee expenses within the “Research and development” line item of its “Costs and expenses” section of its consolidated
statement of operations for the year ended December 31, 2018. License fee expenses within the “Research and development”
line item of the Company's “Costs and expenses” section of its consolidated statement of operations for the year ended
December 31, 2017, were $7.5 million. For the years ended December 31, 2018 and 2017, the Company also recognized $0.6
million and $0.5 million as cost of royalty revenues in its Consolidated Statements of Operations and Comprehensive Loss
related to such obligations (see Note 3(a)).

(11) Common Stock
(a) Reverse Stock Split

On May 29, 2018 (the “Effective Date”), the Company filed a Certificate of Amendment to the Company’s Restated
Certificate of Incorporation with the Secretary of State of the State of Delaware (the “Certificate of Amendment”), which
effected, as of 5:00 p.m. Eastern Time on the Effective Date, a 1-for-5 reverse stock split (the “Reverse Stock Split”) of the
Company’s issued and outstanding common stock, $0.01 par value per share (the “Common Stock™).

As a result of the Reverse Stock Split, every five shares of Common Stock issued and outstanding was converted into one
share of Common Stock. No fractional shares were issued in connection with the Reverse Stock Split. Stockholders who would
have otherwise been entitled to a fractional share of Common Stock were instead entitled to receive a proportional cash
payment.

The Reverse Stock Split proportionately reduced the number of authorized shares of Common Stock. The Reverse Stock
Split did not change the par value of the Common Stock or the authorized number of shares of preferred stock of the Company.
All outstanding stock options were adjusted as a result of the Reverse Stock Split, as required by the terms of such stock
options.
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(b)  Treasury Stock Retirement

Since 2002, the Company has repurchased 244,569 shares of common stock at a total cost of $1.5 million. The shares
were repurchased through a combination of a repurchase program of up to $3.0 million approved by the Company's board of
directors in 2002 and through employee purchases of common stock upon the exercise of stock options by remittance of shares
of Company stock. The Company accounts for its common stock repurchases as treasury stock under the cost method.

In March 2018, the Company retired all 244,569 shares of common stock at a total cost of $1.5 million. This was a non-
cash transaction and thus only affected the classifications within the stockholders' equity section of the Company's consolidated
balance sheet.

(c) 2017 Public Offering of Common Stock

On September 18, 2017, the Company entered into an underwriting agreement with Robert W. Baird & Co., Incorporated,
or Baird, as underwriter, pursuant to which the Company sold and issued 4,000,000 shares of the Company’s common stock.
The underwriter agreed to purchase the shares from the Company pursuant to the underwriting agreement at a price of $8.90,
per share, and the offering price to the public was $9.25 per share. The Company received net proceeds from the sale of the
shares, after deducting the underwriting discounts and commissions and estimated offering expenses, of $35.3 million. The
Company incurred offering expenses of $0.3 million related to this transaction.

(d) 2015 Sales Agreement with Cowen

On July 2, 2015, the Company entered into a sales agreement with Cowen, pursuant to which the Company may sell from
time to time up to $30.0 million of the Company’s common stock through an “at-the-market” equity offering program under
which Cowen will act as sales agent. Subject to the terms and conditions of the sales agreement, Cowen may sell the common
stock by methods deemed to be an “at-the-market” offering as defined in Rule 415 promulgated under the Securities Act of
1933, as amended, including sales made directly on the Nasdaq Global Market, on any other existing trading market for the
common stock or to or through a market maker other than on an exchange. In addition, with the Company’s prior written
approval, Cowen may also sell the common stock by any other method permitted by law, including in negotiated transactions.
Cowen will use its commercially reasonable efforts consistent with its normal trading and sales practices and applicable state
and federal laws, rules and regulations and the rules of the Nasdaq Global Market to sell on the Company’s behalf all of the
shares requested to be sold by the Company. The Company has no obligation to sell any of the common stock under the sales
agreement. Either the Company or Cowen may at any time suspend solicitations and offers under the sales agreement upon
notice to the other party. The sales agreement may be terminated at any time by either the Company or Cowen upon written
notice to the other party as specified in the sales agreement. The aggregate compensation payable to Cowen shall be 3% of the
gross sales price of the common stock sold by Cowen pursuant to the sales agreement. Each party has agreed in the sales
agreement to provide indemnification and contribution against certain liabilities, including liabilities under the Securities Act,
subject to the terms of the sales agreement. The shares sold under the sales agreement, have been issued and sold pursuant to
the universal shelf registration statement on Form S-3, filed with the Securities and Exchange Commission on July 2, 2015. The
remaining shares that may be sold under the sales agreement are expected to be issued and sold, if at all, pursuant to the
currently effective universal shelf registration statement on Form S-3, filed with the Securities and Exchange Commission on
May 3, 2018. The Company did not sell shares of common stock under this sales agreement during the year ended
December 31, 2018. The Company sold 420,796 shares of common stock under this sales agreement for net proceeds of $6.2
million during the year ended December 31, 2017.

The shares sold under the sales agreement have been issued and sold pursuant to the universal shelf registration statement
on Form S-3, filed with the Securities and Exchange Commission on July 2, 2015. The remaining shares that may be sold under
the sales agreement are expected to be issued and sold, if at all, pursuant to the currently effective universal shelf registration
statement on Form S-3, filed with the Securities and Exchange Commission on May 3, 2018. As of December 31, 2018, we
have sold an aggregate of 420,796 shares of common stock pursuant to this sales agreement, for net proceeds of $6.2 million.

(e) 2018 Charter Amendment

On May 15, 2018, the Company's stockholders approved an increase to the number of authorized shares of our common
stock from 45,000,000 shares to 67,500,000 shares.

(12) Income Taxes

For the years ended December 31, 2018 and 2017, the Company did not record any federal or state income tax expense
given its continued operating losses.
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A reconciliation between income tax benefit and the expected tax benefit at the statutory rate for the years ended
December 31, 2018 and 2017 are as follows:

For the Year Ended
December 31,
2018 2017
Statutory federal income tax rate 21.0 % 34.0 %
State income taxes, net of federal benefit 5.9 % 4.4 %
Research and development tax credits 3.8 % 2.7 %
Orphan drug tax credits 32 % 10.9 %
Deferred rate change — % (104.4)%
Expiration of NOLs/Credits (13.5)% — %
Permanent Adjustments and other (1.1)% (6.5)%
Change in valuation allowance (19.3)% 58.9 %
Effective income tax rate — % — %

The principle components of the Company’s deferred tax assets at December 31, 2018 and 2017, respectively, are as
follows:

December 31,

2018 2017
Deferred Tax Assets:
NOL carryforwards $ 67,068 $ 63,688
Research and development tax credit carryforwards 15,825 15,340
Orphan drug tax credit carryforwards 16,625 15,580
Depreciation and amortization 10,672 11,663
Capitalized research and development expenditures 33,993 32,550
Stock options 5,783 4,948
Accrued expenses and other 259 155
Total Gross Deferred Tax Asset 150,225 143,924
Valuation Allowance (150,225) (143,924)
Net Deferred Tax Asset $ — 3 —

For the years ended December 31, 2018 and 2017, the Company had federal net operating losses, or NOLs, of $282.0 and
$273.5 million, respectively. The operating losses generated prior to 2018 will expire in years 2019 through 2037, unless
previously utilized. The federal operating loss carryforward generated in 2018 can be carried forward indefinitely. For the
years ended December 31, 2018 and 2017, the Company had state NOLs of $124.0 and $98.6 million, respectively. The
operating losses will expire in years 2019 through 2038, unless previously utilized.

For the years ended December 31, 2018 and 2017, the Company had federal research and development credit
carryforwards of $12.3 and $11.6 million, respectively. The credits will expire in the years 2019 through 2037.

For the years ended December 31, 2018 and 2017, the Company had state research and development credit carryforwards
of $4.5 and $4.7 million, respectively. The credits will expire in the years 2019 through 2033, unless previously utilized.

For the years ended December 31, 2018 and 2017, the Company had orphan drug tax credit carryforwards of $16.6 and
$15.6 million , these credits, if any, relate to qualified expenses incurred for CUDC-907 since receiving the Orphan Drug
designation.

As required by U.S. GAAP, the Company’s management has evaluated the positive and negative evidence bearing upon
the realizability of its deferred tax assets, and has determined that it is more likely than not that the Company will not recognize
the benefits of the deferred tax assets. Accordingly, a valuation allowance of approximately $150.2 million has been established
at December 31, 2018.

The valuation allowance increased (decreased) approximately $6.3 million and $(31.4) million during the years
ended December 31, 2018 and 2017. The current year increase in the valuation allowance is primarily due to the current year
net operating loss offset by the valuation allowance. The decrease in 2017 is primarily due to the impact of the Tax Reform Act
on the ending deferred assets which offset the increase in net operating loss carryforwards.
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Utilization of the NOL and research and development, or R&D, credit carryforwards may be subject to a substantial
annual limitation under Section 382 of the Internal Revenue Code of 1986 due to ownership change limitations that have
occurred previously or that could occur in the future. These ownership changes may limit the amount of NOL and R&D credit
carryforwards that can be utilized annually to offset future taxable income and tax, respectively. The Company has not
completed a study to assess whether a change of control has occurred or whether there have been multiple changes of control
since the Company’s formation because the Company continues to maintain a full valuation allowance on its NOL and R&D
credit carryforwards. In addition, there could be additional ownership changes in the future, which may result in additional
limitations in the utilization of the carryforward NOLs and credits, and the Company does not expect to have any taxable
income for the foreseeable future.

An individual tax position must satisfy for some or all of the benefits of that position to be recognized in a company’s
financial statements. At December 31, 2018 and 2017, the Company had no unrecognized tax benefits. The Company has not,
as yet, conducted a study of its R&D credit carryforwards. This study may result in an adjustment to the Company’s R&D
credit carryforwards, however, until a study is completed and any adjustment is known, no amounts are being presented as an
uncertain tax position under Topic 740. A full valuation allowance has been provided against the Company’s R&D credits and,
if an adjustment is required, this adjustment would be offset by an adjustment to the valuation allowance. Thus, there would be
no impact to the consolidated balance sheet or statement of operations if an adjustment were required.

The tax years 2003 through 2018 remain open to examination by major taxing jurisdictions to which the Company is
subject, which are primarily in the U.S., as carryforward attributes generated in years past may still be adjusted upon
examination by the Internal Revenue Service, or IRS, or state tax authorities if they have or will be used in a future period. The
Company is currently not under examination by the IRS or any other jurisdictions for any tax years. The Company recognizes
both accrued interest and penalties related to unrecognized benefits in income tax expense. The Company has not recorded any
interest or penalties on any unrecognized tax benefits since its inception.

On December 22, 2017 the US government enacted comprehensive tax legislation known as the Tax Cuts and Jobs Act
(the “Tax Act”). The Tax Act made significant changes to U.S. corporate income tax laws including a decrease in the corporate
income tax rate to 21% effective January 1, 2018.

On December 22, 2017, the SEC staff issued Staff Accounting Bulletin No. 118 ("SAB 118") to address the application of
U.S. GAAP in situations when a registrant does not have the necessary information available, prepared, or analyzed (including
computations) in reasonable detail to complete the accounting for certain income tax effects of the Tax Reform Act. The
Company has recognized the provisional tax impacts related to the revaluation of the deferred tax assets and liabilities and
included these amounts in its consolidated financial statements for the year ended December 31, 2017. The ultimate impact
may differ from these provisional amounts due to, among other things, additional analysis, changes in interpretations and
assumptions the Company has made, additional regulatory guidance that may be issued, and actions the Company may take as
a result of the Tax Reform Act. The Company completed the accounting for all of the enacted date income tax effects of the
Act during 2018. No adjustments were recognized to the provisional amounts recorded at December 31, 2017.

(13) Related Party Transactions
(a) Agreement with Head of Research and Development - Robert E. Martell, M.D., Ph.D.

On October, 17, 2018, the Company entered into an exclusive option and license agreement with Epi-Cure
Pharmaceuticals, Inc., (“Epi-Cure”) a privately held early-stage biotechnology company. Robert E. Martell, M.D., Ph.D., the
Company’s Head of Research and Development and a former director of the Company, is a founder of Epi-Cure, was formerly
an officer and director of Epi-Cure, and is currently a holder of a convertible promissory note to Epi-Cure. Under the terms of
the option and license agreement, Epi-Cure has granted Curis an exclusive option to certain program compounds that may arise
during the initial research and development period, and any extension thereof. Upon execution of the option and license
agreement, the Company has agreed to pay Epi-Cure an upfront payment of $0.1 million for legal and consulting costs incurred
by Epi-Cure in connection with the transaction.

Under the terms of the agreement, Epi-Cure will have primary responsibility for conducting research and development
activities and Curis will be responsible for funding up to $0.5 million of the research and development program costs and
expenses during the initial research and development period. After the end of the initial research and development period, Curis
has sixty days to elect to exercise its option to license the program compounds. If the Company makes this election it will make
a $2.0 million license fee payment and will be responsible for the development and commercialization of products that may
result from the collaboration. Curis will also make cash payments to Epi-Cure subject to successful achievement of certain
patent, development, regulatory, and commercial milestones, up to $63.0 million and will also pay Epi-Cure mid-single digit
royalties on net product sales if product candidates derived from this collaboration are successfully developed.
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Epi-Cure has retained the right to opt in to co-develop and share in profits upon initiation of a Phase 2 clinical study, in
which event Curis will share in any development costs and profits on a 50/50 basis. Epi-Cure also has the right to opt-out of co-
development/co-profit in which case they will receive royalty payments in lieu of profit-sharing.

Each party has the right to terminate the agreement for uncured material breach by the other party. Curis has the right to
terminate the agreement for its convenience upon sixty days prior written notice. The agreement also sets forth customary terms
regarding each party’s intellectual property ownership rights, representations and warranties, indemnification obligations,
confidentiality rights and obligations, patent prosecution, and maintenance and defense rights and obligations.

For the period ended December 31, 2018, Curis has paid and expensed $0.1 million of fees related to this agreement.

(b) Agreement with David Tuck

On May 24, 2018, the Company announced that David Tuck, M.D., Chief Medical Officer, provided notice of his
intention to retire from the Company, effective as of August 31, 2018. Dr. Tuck subsequently determined to retire on August 3,
2018. The Company and Dr. Tuck entered into a letter agreement on August 1, 2018 (the “Letter Agreement”) pursuant to
which Dr. Tuck agreed to provide the Company with specified advisory services commencing on August 4, 2018 and extending
until May 3, 2019, subject to earlier termination (the “Advisory Period”). In consideration for Dr. Tuck’s advisory services, the
Company has agreed to (i) pay him a monthly retainer of $35,000 during the Advisory Period and (ii) reimburse him for any
pre-approved reasonable, documented out-of-pocket expenses relating to his advisory services. In addition, the Company and
Dr. Tuck have agreed to amend his stock option agreements such that his outstanding options will cease to vest as of his date of
resignation on August 3, 2018. The Letter Agreement may be terminated (i) at any time upon the mutual written consent of the
parties, (ii) at any time by the Company immediately upon Dr. Tuck’s breach or threatened breach of the terms of his Invention,
Non-Disclosure and Non-Competition Agreement with the Company, or (iii) by the Company at any time upon Dr. Tuck’s
material breach of the terms of the Letter Agreement and failure to cure such breach within five days after written notice from
the Company. In the event of termination of the Letter Agreement, Dr. Tuck will be entitled to payment for services performed
and expenses paid or incurred prior to the effective date of termination that have not previously been paid. The Letter
Agreement also contains other customary terms and conditions relating to his advisory service.

While the Company may utilize Dr. Tuck's consulting services in the future, the Company deemed the services to be a
reduced level of service and not substantive. Under ASC 450, Contingencies, when an employee terminates and enters into a
consulting agreement and the services to be provided are not deemed substantive, the transaction should be accounted for as a
severance arrangement with no future service requirement. Based on this guidance, the Company recognized $0.3 million of
expense during 2018, which represented the total obligation under the Letter Agreement.

(14) Retirement Savings Plan

The Company has a 401(k) retirement savings plan covering substantially all of the Company’s employees. For the years
ended December 31, 2018 and 2017, the Company made matching contributions of $0.2 million and $0.3 million, respectively.
(15) Selected Quarterly Financial Data (Unaudited)

The following are selected quarterly financial data for the years ended December 31, 2018 and 2017:

Quarter Ended
March 31, June 30, September 30, December 31,
2018 2018 2018 2018
Revenues $ 2,468 $ 2,358 $ 2,847 $ 2,755
Loss from operations (9,908) (7,860) (6,417) (5,148)
Net loss (10,747) (8,664) (7,223) (5,941)
Net loss per common share (basic and diluted) $ 033) $ (0.26) $ (0.22) $ (0.18)
Weighted average common shares (basic and diluted) 33,053,702 33,135,391 33,161,592 33,121,666
Quarter Ended
March 31, June 30, September 30, December 31,
2017 2017 2017 2017
Revenues $ 2,131 $ 2,061 $ 2,444 $ 3,262
Loss from operations (15,053) (13,109) (14,471) (7,127)
Net loss (15,742) (14,090) (15,457) (8,028)
Net loss per common share (basic and diluted) $ (0.55) $ (0.49) $ (0.53) $ (0.24)
Weighted average common shares (basic and diluted) 28,402,355 28,757,341 29,302,839 32,801,650
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The net loss amounts presented for the quarters ended March 31, 2017 and September 30, 2017 include milestone
payments of $3.8 million made under the Company’s collaboration with Aurigene, which were recognized as research and
development expenses (see Note 4(b))

(16) Subsequent Event
Royalty Interest Purchase Agreement

On March 22, 2019, the Company and Curis Royalty entered into the Oberland Purchase Agreement pursuant to which
the Company sold to the Purchasers a portion of its rights to receive royalties from Genentech on potential net sales of
Erivedge®.

As upfront consideration for the purchase of the royalty rights, at closing the Purchasers paid to Curis Royalty $65.0
million less certain transaction expenses. Curis Royalty will also be entitled to receive up to approximately $70.7 million in
milestone payments based on sales of Erivedge as follows: (i) $17.2 million if the Purchasers and Curis Royalty receive
aggregate royalty payments pursuant to the Oberland Purchase Agreement in excess of $18.0 million during the calendar year
2021, subject to certain exceptions and (ii) $53.5 million if the Purchasers receive payments pursuant to the Oberland Purchase
Agreement in excess of $117.0 million on or prior to December 31, 2026.

Concurrently with the closing of the Oberland Purchase Agreement Curis Royalty’s used a portion of the proceeds to
terminate and repay the loan with Healthcare Royalty. In connection with such termination, Curis Royalty paid approximately
$37.2 million to satisfy its remaining loan obligations to HealthCare Royalty, including approximately $33.8 million in
principal balance on the loan and $3.4 million in accrued and unpaid interest and prepayment fees. Curis Royalty also used a
portion of the proceeds to pay transaction costs of approximately $0.3 million, resulting in net proceeds of approximately $27.5
million. For further discussion please refer to “Part II, Item 9B. Other Information - Royalty Interest Purchase Agreement.”
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls & Procedures

Our management, with the participation of our chief executive officer, and principal financial and accounting officer,
evaluated the effectiveness of our disclosure controls and procedures as of December 31, 2018. The term “disclosure controls
and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, means controls and other procedures of
a company that are designed to ensure that information required to be disclosed by us in the reports that we file or submit under
the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated
and communicated to the company’s management, including its principal executive and principal financial officers, as
appropriate to allow timely decisions regarding required disclosure. Management recognizes that any controls and procedures,
no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and
management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Based on the evaluation of our disclosure controls and procedures as of December 31, 2018, our chief executive officer
concluded that, as of such date, our disclosure controls and procedures were effective.

Management’s report on internal control over financial reporting, as defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act, is included in Item 8 of this annual report on Form 10-K and is incorporated herein by reference.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2018. In
making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in its 2013 Internal Control—Integrated Framework.

Changes in Internal Control Over Financial Reporting

No changes in our internal control over financial reporting occurred during the fourth quarter of the fiscal year ended
December 31, 2018 that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.

ITEM 9B. OTHER INFORMATION

Royalty Interest Purchase Agreement

On March 22, 2019, we and our wholly-owned subsidiary Curis Royalty LLC, or Curis Royalty, entered into a royalty
interest purchase agreement, referred to as the Oberland Purchase Agreement, with TPC Investments I LP and TPC Investments
IT LP, referred to as the Purchasers, each of which is a Delaware limited partnership managed by Oberland Capital
Management, LLC and Lind SA LLC, referred to as the Agent, a Delaware limited liability company managed by Oberland
Capital Management, LLC, as collateral agent for the Purchasers, for the purpose of providing operating cash flow and
extinguishing the credit agreement, dated as of March 6, 2017, among Curis, Curis Royalty and HealthCare Royalty Partners
III, L.P., or HealthCare Royalty, referred to as the existing loan. In connection with entering in the Oberland Purchase
Agreement, Curis Royalty and the Agent also entered into a security agreement, we and the Agent entered into a pledge
agreement and we and Curis Royalty entered into a consent and payment direction letter agreement with Genentech Inc., or
Genentech.

Pursuant to the Oberland Purchase Agreement, the Purchasers acquired the rights to a portion of certain royalty and
royalty-related payments excluding a portion of non-US royalties retained by Curis Royalty, referred to as the Purchased
Receivables, owed by Genentech under our collaboration agreement with Genentech, the rights to which were, transferred from
Curis to Curis Royalty in 2012 pursuant to a purchase and sale agreement between Curis and Curis Royalty, referred to as the
purchase and sale agreement, in connection with a prior loan from BioPharma Secured Debt Fund II Sub, S.a.r.l. Upon closing
of the Oberland Purchase Agreement, Curis Royalty received an upfront purchase price of $65.0 million from the Purchasers,
approximately $33.8 million of which was used to pay off the remaining loan principal to HealthCare Royalty under the
existing loan, and $3.7 million of which was used to pay transaction costs, including $3.4 million to HealthCare Royalty in
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accrued and unpaid interest and prepayment fees under the existing loan agreement, resulting in net proceeds of $27.5 million.
Curis Royalty will also be entitled to receive milestone payments of (i) $17.2 million if the Purchasers and Curis Royalty
receive aggregate royalty payments as described in clauses (4) and (5) of the following paragraph pursuant to the Oberland
Purchase Agreement in excess of $18.0 million during the calendar year 2021 and (ii) $53.5 million if the Purchasers receive
payments pursuant to the Oberland Purchase Agreement in excess of $117.0 million on or prior to December 31, 2026, which
milestone payments may each be paid, at the option of the Purchasers, in a lump sum in cash or out of the Purchaser’s portion
of future payments under the Oberland Purchase Agreement.

Pursuant to the terms of the Oberland Purchase Agreement, so long as an event of default by Curis Royalty has not
occurred under the security agreement, royalty and royalty-related payments owed by Genentech under the Genentech
collaboration agreement in each calendar year shall be allocated in the following order: (1) Curis Royalty shall receive, the
Retained Royalty Amounts (as previously defined) to the extent actually paid by Genentech under the Genentech collaboration
agreement, (2) Curis Royalty shall receive payments to satisfy Curis’ royalty obligations to certain academic institutions subject
to a specified percentage cap and/or a specified period of time, (3) Curis Royalty shall receive a fixed amount of payments to
reimburse intellectual property and other enforcement costs, whether or not actually incurred by us, (4) the Purchasers shall
receive 100% of all payments up to $13.19 million in the aggregate in such calendar year, and (5) any additional payments in
such calendar year shall be paid 65.0% to Curis Royalty and 35.0% to the Purchasers.

The Oberland Purchase Agreement also provides that, so long as an event of default by Curis Royalty has not occurred
under the security agreement, if Curis Royalty recovers any monetary award or settlement or any other non-ordinary course
lump sum payment made in respect of the royalty and royalty-related payments owed by Genentech under the Genentech
collaboration agreement that does not specifically relate to any calendar period, then such payment or other recovery shall be
allocated in the following order: (1) Curis Royalty shall receive payments to satisfy Curis’ royalty obligations to certain
academic institutions up to a specified percentage cap, (2) the Purchasers shall receive 100% of all such payments up to an
amount equal to the product of $13.19 million and the number of full calendar years, and any fraction thereof, in the period
beginning on the first day of the calendar quarter in which such payment or other recovery is received and ending on December
31, 2028, subject to certain exceptions, and (3) any additional payment shall be paid 65.0% to Curis Royalty and 35.0% to the
Purchasers.

Following an event of default under the security agreement, the Agent has the right to stop all allocations of payments that
would have otherwise been allocated to Curis Royalty pursuant to the foregoing two paragraphs and instead retain all such
payments.

In addition, the Oberland Purchase Agreement provides that after the occurrence of an event of default by Curis Royalty
under the security agreement, as described below, the Purchasers shall have the option, for a period of 180 days, to require
Curis Royalty to repurchase the Purchased Receivables at a price, referred to as the Put/Call Price, equal to a percentage,
beginning at a low triple digit percentage and increasing over time up to a low-mid triple digit percentage of the sum of the
upfront purchase price and any portion of the milestone payments paid in a lump sum by the Purchasers, if any, minus certain
payments previously received by the Purchasers with respect to the Purchased Receivables. Additionally, Curis Royalty shall
have the option at any time to repurchase the Purchased Receivables at the Put/Call Price as of the date of such repurchase.

The Oberland Purchase Agreement contains covenants applicable to Curis and Curis Royalty, including certain visitation,
information and audits rights granted to the Agent and the Purchasers, restrictions on the conduct of business by Curis and
Curis Royalty, including with respect to continued compliance with the Genentech collaboration agreement, and obligations to
engage in enforcement and intellectual property defense actions with respect to the Genentech collaboration agreement and the
related intellectual property. The Oberland Purchase Agreement also contains covenants solely applicable to Curis Royalty,
including restrictions on incurring indebtedness, creating or granting liens, making acquisitions and making specified restricted
payments. The Oberland Purchase Agreement also contains customary exculpation and indemnification obligations of Curis
and Curis Royalty on behalf of the Agent and the Purchasers. These covenants and indemnities are subject to a number of
important exceptions and qualifications. In addition, the Oberland Purchase Agreement contains other customary terms and
conditions, including representations and warranties and conditions precedent.

The Oberland Purchase Agreement will terminate upon the earlier to occur of (i) the date on which Curis Royalty’s rights
to receive the Purchased Receivables owed by Genentech under the Genentech collaboration agreement have terminated in
their entirety and (ii) the date on which payment in full of the Put/Call Price is received by the Purchasers pursuant to the
Purchasers’ exercise of their put option or Curis Royalty’s exercise of its call right as described above.

Pursuant to the security agreement, Curis Royalty granted to the Agent a first priority lien and security interest in all of its
assets and all real, intangible and personal property, including all of its right, title and interest in and to the Erivedge royalty
payments pursuant to a security agreement. The security interest secures the obligations of Curis Royalty arising under the
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Oberland Purchase Agreement, the security agreement or otherwise with respect to the due and prompt payment of (i) an
amount equal to the Put/Call Price and (ii) all fees, costs, expenses, indemnities and other payments of Curis Royalty under or
in respect of the Oberland Purchase Agreement and the security agreement.

The obligations of Curis Royalty under the Oberland Purchase Agreement may be accelerated upon the occurrence of an
event of default under the security agreement (subject to certain cure periods), including:

e any royalty and royalty-related payments to be remitted into a certain Curis Royalty designated account controlled by
the Agent pursuant to a control agreement, referred to as the royalty account, into which all royalty and royalty-related
payments must be paid by Curis or Curis Royalty are not so remitted in accordance with the Oberland Purchase
Agreement;

* any representation or warranty made by Curis or Curis Royalty in the Oberland Purchase Agreement or any other
transaction document proves to be incorrect or misleading in any material respect when made;

e adefault by Curis or Curis Royalty in the performance of affirmative and negative covenants set forth in the Oberland
Purchase Agreement or any other transaction document;

* adefault by Curis in the performance or observance of its indemnity obligations under the Oberland Purchase
Agreement;

» the failure by Genentech to pay material amounts owed under the Genentech collaboration agreement because of an
actual breach or default by Curis under the Genentech collaboration agreement;

» the failure of the security agreement to create a valid and perfected first priority security interest in any of the
collateral;

e amaterial breach or default by Curis under the purchase and sale agreement;

»  the voluntary or involuntary commencement of bankruptcy proceedings by either Curis or Curis Royalty and other
insolvency related events;

e any materially adverse effect on the binding nature of any of the Oberland Purchase Agreement, Security Agreement,
Pledge Agreement or other transaction documents, the Genentech collaboration agreement or the purchase and sale
agreement;

* any person shall be designated as an independent director of Curis Royalty other than in accordance with Curis
Royalty’s limited liability company operating agreement; or

e Curis shall at any time cease to own, of record and beneficially, 100.0% of the equity interests in Curis Royalty.

Upon the occurrence and continuance of an event of default under the security agreement, the Agent may exercise its
rights and remedies under the security agreement with respect to Curis Royalty and to the collateral pledged thereunder,
including, among other things, acceleration of the obligations under the security agreement, the sale or other realization of the
collateral and performance of Curis Royalty’s obligations under the purchase and sale agreement. The exercise by the Agent of
the foregoing rights shall be deemed to constitute an exercise by the Purchasers of their put option under the Oberland Purchase
Agreement.

Additionally, in connection with the transaction, Curis granted to the Agent a first priority lien and security interest of
Curis’ equity interest in Curis Royalty pursuant to a pledge agreement. Upon the occurrence and continuance of an event of
default under the security agreement, the Agent may exercise its rights and remedies under the pledge agreement with respect to
the equity interests, including, among other things, the rights to receive distributions and exercise voting with respect to the
equity interests and to sell or otherwise realize upon the collateral in satisfaction of the obligations. The exercise by the Agent
of the foregoing rights shall be deemed to constitute an exercise by the Purchasers of their put option under the Oberland
Purchase Agreement.

In connection with the transaction, Curis and Curis Royalty have also entered into a consent and payment direction letter
agreement with Genentech, referred to as the consent and direction, pursuant to which Genentech consented to the new
transaction with the Agent and the Purchasers and the pledge of Curis’ equity interest in Curis Royalty to the Agent and agreed
that it will make royalty payments under the Genentech collaboration agreement directly to the royalty account. Except as
specifically amended or supplemented by the consent and direction letter, the terms and conditions of the Genentech
collaboration agreement remain unchanged and in full force and effect.
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In connection with entering into the Oberland Purchase Agreement, the existing loan was terminated and paid off in its
entirety on March 22, 2019. In connection with such termination, Curis Royalty paid $37.2 million to satisfy its remaining loan
obligations to HealthCare Royalty under the existing loan agreement, which included $33.8 million of the outstanding principal
amount under the existing loan agreement and accrued and unpaid interest and prepayment fees in an aggregate amount of $3.4
million. The prepayment fees are equal to the amount of interest that would have accrued from the date of prepayment through
and including the third anniversary of the closing date of the existing loan.

The representations, warranties and covenants contained in the agreements described above were made only for purposes
of such agreements as of the specific dates therein, were solely for the benefit of the parties to such agreements, may be subject
to limitations agreed upon by the contracting parties, including being qualified by confidential disclosures made for the
purposes of allocating contractual risk between the parties instead of establishing these matters as facts, and may be subject to
standards of materiality applicable to the contracting parties that differ from those applicable to investors. Investors are not
third-party beneficiaries under the agreements and should not rely on the representations, warranties and covenants or any
descriptions thereof as characterizations of the actual state of facts or condition of the parties thereto or any of their respective
subsidiaries or affiliates. Moreover, information concerning the subject matter of representations and warranties may change
after the date of the agreements, which subsequent information may or may not be fully reflected in our public disclosures.

The foregoing summary descriptions of the Oberland Purchase Agreement, security agreement, pledge agreement and
consent and direction do not purport to be complete and are qualified in their entirety by reference to the full text of such
agreements, which are filed as Exhibits 10.40, 10.41, 10.42, and 10.43, respectively, of this Annual Report on Form 10-K for
the year ended December 31, 2018.

Appointment of Principal Accounting Officer

On March 23,2019, our Board of Directors appointed William Steinkrauss to the position of principal accounting officer of the
Company. Mr. Steinkrauss, age 33, has served as our vice president, treasurer and assistant secretary since January 2019, and prior to
that served as our corporate controller and senior director of finance as well as assistant treasurer from August 2016 until January
2019. Mr. Steinkrauss previously served as director of technical accounting and reporting of Ovascience, Inc., a biotechnology
company focused on infertility, from June 2015 to August 2016. Prior to that, he was senior manager of technical accounting at
Cubist Pharmaceuticals, Inc., a biopharmaceutical company, from November 2012 to May 2015. Prior to joining Cubist
Pharmaceuticals, Inc., Mr. Steinkrauss spent five years at PricewaterhouseCoopers, LLP within the transaction services and
assurance practices. Mr. Steinkrauss holds a B.S. in accounting and finance and a M.S. in accounting from Boston College. Mr.
Steinkrauss is a certified public accountant.

PART IIT

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information concerning directors that is required by this Item 10 will be set forth in our proxy statement for our 2019
annual meeting of stockholders under the headings “Directors and Nominees for Director,” “Board Committees” and “Section
16(a) Beneficial Ownership Reporting Compliance,” which information is incorporated herein by reference. The information
concerning our code of ethics is set forth in our proxy statement under the heading “Code of Business Conduct and Ethics.”
The name, age, and position of each of our executive officers is set forth under the heading “Executive Officers of the
Registrant” in Part I of this Annual Report on Form 10-K, which information is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

Information required by this Item 11 will be set forth in our proxy statement for our 2019 annual meeting of stockholders
under the headings “Executive and Director Compensation and Related Matters,” “Compensation Committee Interlocks and
Insider Participation” and “Compensation Committee Report,” which information is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Information required by this Item 12 relating to security ownership of certain beneficial owners and management will be
set forth in our 2019 proxy statement under the caption “Security Ownership of Certain Beneficial Owners and Management”
and is incorporated herein by reference. Information required by this Item 12 relating to securities authorized for issuance under
equity compensation plans will be set forth in our 2019 proxy statement under the caption “Executive and Director
Compensation and Related Matters—Securities Authorized for Issuance Under Equity Compensation Plans” and is
incorporated herein by reference.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

Information required by this Item 13 will be set forth in our proxy statement for our 2019 annual meeting of stockholders
under the headings “Policies and Procedures for Related Person Transactions,” “Determination of Independence” and “Board
Committees,” which information is incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required by this Item 14 will be set forth in our proxy statement for our 2019 annual meeting of stockholders
under the heading “Independent Registered Public Accounting Firm’s Fees and Other Matters,” which information is
incorporated herein by reference.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a)(1) Financial Statements.
Page

number

in this

report
Curis, Inc. and Subsidiaries
Report of Independent Registered Public Accounting Firm 91
Consolidated Balance Sheets as of December 31, 2018 and 2017 93
Consolidated Statements of Operations and Comprehensive Loss for the Years Ended December 31,
2018 and 2017 94
Consolidated Statements of Stockholders’ Equity for the Years Ended December 31, 2018 and 2017 95
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018 and 2017 96
Notes to Consolidated Financial Statements 97

(a)(2) Financial Statement Schedules.

All schedules are omitted because they are not applicable or the required information is shown in the Financial Statement
or Notes thereto.

(a)(3) List of Exhibits.
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Exhibit
No.

3.1

32
33

4.1

#10.1

#10.2

#10.3

#10.4

#10.5

#10.6

#10.7

#10.8

#10.9

#10.10

#10.11

#10.12

Description
Articles of Incorporation and By-laws

Restated Certificate of Incorporation of Curis,
Inc., as amended

Certificate of Designations of Curis, Inc.

Amended and Restated By-laws of Curis, Inc.

Instruments defining the rights of security
holders, including indentures

Form of Curis Common Stock Certificate

Material contracts—Management Contracts
and Compensatory Plans

Employment Agreement, dated March 29,
2016, as amended September 24, 2018 by and
between Curis, Inc. and James E. Dentzer.

Employment Agreement, dated June 2, 2014
as amended March 21, 2018 by and between
Curis, Inc. and Ali Fattaey, Ph. D

Employment Agreement, dated February 29,
2016 as amended March 21, 2018 by and
between Curis, Inc. and David Tuck, M.D

Employment Agreement, dated June 1, 2018,
by and between Curis, Inc. and Robert E.
Martell, M.D., Ph.D.

Separation Agreement, dated September 24,
2018, by and between Curis, Inc. and Ali
Fattaey, Ph.D.

Letter Agreement, dated August 1, 2018, by
and between Curis, Inc. by and David Tuck,
M.D.

Form of Indemnification Agreement, by and
between Curis, Inc. and each non-employee
director of the Board of Directors of Curis,
Inc.

Curis 2000 Stock Incentive Plan
Curis 2000 Director Stock Option Plan

Form of Incentive Stock Option Agreement
for awards granted to named executive
officers under Curis’ 2000 Stock Incentive
Plan

Form of Non-statutory Stock Option
Agreement for awards granted to directors
and named executive officers under Curis’
2000 Stock Incentive Plan

Form of Non-statutory Stock Option
Agreement for awards granted to non-
employee directors under Curis’ 2000
Director Stock Option Plan

Link to

Filing

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link
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SEC Filing Exhibit Filed with
Form Date Number this 10-K
X

S-3 (333-50906)  8/10/2001 32

10-K 2/29/2016 3.3
10-K 3/1/2004 4.1
10-Q 11/12018 102
10-Q 5/3/2018 10.1
10-Q 5/3/2018 10.3
10-Q 8/2/2018 10.2
10-Q 11/12018 103
10-Q 8/2/2018 10.1
10-Q 8/7/2014 10.3
S-4/A (333- 5/31/2000  10.71
32446)
S-4/A (333- 5/31/2000  10.72
32446)
10-Q 10/26/2004  10.2
10-Q 10/26/2004  10.3
10-Q 10/26/2004  10.4



Exhibit
No.

#10.13

#10.14

#10.15

#10.16

#10.17

#10.18

#10.19

#10.20

#10.21

#10.22

#10.23

#10.24

#10.25

#10.26

Description
Curis 2010 Stock Incentive Plan

Curis 2010 Employee Stock Purchase Plan

Form of Incentive Stock Option Agreement
for awards granted to named executive
officers under Curis’ 2010 Stock Incentive
Plan

Form of Non-Statutory Stock Option
Agreement for awards granted to directors
and named executive officers under Curis’
2010 Stock Incentive Plan

Form of Restricted Stock Agreement for
awards granted to directors and named
executive officers under Curis’ 2010 Stock
Incentive Plan

Curis Amended and Restated 2010 Stock
Incentive Plan, as amended

Form of Incentive Stock Option Agreement
for awards granted to named executive
officers under Curis’ Amended and Restated
2010 Stock Incentive Plan, as amended

Form of Non-Statutory Stock Option
Agreement for awards granted to directors
and named executive officers under Curis’
Amended and Restated 2010 Stock Incentive
Plan, as amended

Form of Restricted Stock Agreement for
awards granted to directors and named
executive officers under Curis’ Amended and
Restated 2010 Stock Incentive Plan, as
amended

Form of Incentive Stock Option Agreement
(Online Acceptance) for awards granted to
named executive officers under Curis’
Amended and Restated 2010 Stock Incentive
Plan

Form of Nonstatutory Stock Option
Agreement (Online Acceptance) granted to
directors and named executive officers under
Curis’ Amended and Restated 2010 Stock
Incentive Plan

Curis Second Amended and Restated 2010
Stock Incentive Plan

Form of Incentive Stock Option Agreement
for awards granted to named executive
officers under Curis’ Second Amended and
Restated 2010 Stock Incentive Plan

Form of Non-Statutory Stock Option
Agreement for awards granted to directors
and named executive officers under Curis’
Second Amended and Restated 2010 Stock
Incentive Plan

Link to
Filing
Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link
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Incorporated by Reference

SEC Filing Exhibit Filed with
Form Date Number this 10-K
Def 14A 4/16/2010  Exhibit
A
Def 14A 4/16/2010  Exhibit
B
8-K 6/4/2010 10.1
8-K 6/4/2010 10.2
8-K 6/4/2010 10.3
8-K 5/28/2015 99.1
10-K 3/8/2018 10.21
10-K 3/8/2018 10.22
10-K 3/8/2018 10.23
10-K 3/9/2017 10.21
10-K 3/9/2017 10.22
8-K 5/22/2017 99.1
10-K 3/8/2018 10.27
10-K 3/8/2018 10.28



Exhibit
No.

#10.27

#10.28

#10.29

#10.30

#10.31

#10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

Description

Form of Restricted Stock Agreement for
awards granted to directors and named
executive officers under Curis’ Second
Amended and Restated 2010 Stock Incentive
Plan

Form of Nonstatutory Stock Option
Agreement - Inducement Grant pursuant to
Nasdaq Stock Market Rule 5635(c)(4)

Curis Third Amended and Restated 2010
Stock Incentive Plan

Curis Amended and Restated 2010 Employee
Stock Purchase Plan, as amended

Material contracts—Leases

Lease, dated September 16, 2010, by and
between Curis, Inc. and the Trustees of
Lexington Office Realty Trust relating to the
premises at 4 Maguire Road, Lexington,
Massachusetts

Second Amendment to Lease, dated
November 1, 2017, by and between Curis,
Inc. and the Trustees of Lexington Office
Realty Trust relating to the premises at 4
Maguire Road, Lexington, Massachusetts

Material contracts—Financing Agreements

Credit Agreement, dated November 27, 2012,
by and between Curis, Inc., Curis Royalty
LLC, a wholly-owned subsidiary of Curis,
Inc. and BioPharma Secured Debt Fund I1
Sub, S.arl.

Consent and Payment Direction Letter
Agreement, dated November 20, 2012 and
effective as of December 11, 2012 by and
between Curis, Inc., Curis Royalty LLC and
Genentech, Inc.

Credit Agreement, dated March 6, 2017, by
and between Curis, Inc., Curis Royalty LLC,
a wholly-owned subsidiary of Curis, Inc. and
HealthCare Royalty Partners 11, L.P.

Consent and Payment Direction Letter
Agreement, dated March 3, 2017 by and
between Curis, Inc., Curis Royalty LLC and
Genentech, Inc.

Purchase and Sale Agreement, dated as of
December 11, 2012 between Curis and Curis
Royalty

Escrow Agreement, dated December 11,
2012, by and between Curis, Curis Royalty
LLC, a wholly-owned subsidiary of Curis,
BioPharma Secured Debt Fund II Sub, S.ar.l.,
a Luxembourg limited liability company
managed by Pharmakon Advisors and Boston
Private Bank and Trust Company

Escrow Agreement, dated March 22, 2017, by
and between Curis Royalty LLC, HealthCare
Royalty Partners III, L.P., Curis, Inc. and
Boston Private Bank and Trust Company

Link to
Filing
Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

127

Incorporated by Reference

SEC Filing Exhibit Filed with
Form Date Number this 10-K
10-K 3/8/2018 10.29
S-8 1/6/2017 99.1
8-K 5/18/2018 99.1
10-K 3/8/2018 10.31
8-K 9/21/2010 10.1
10-Q 11/7/2017 10.2
10-K 3/13/2013 10.31
10-K 3/13/2013 10.32
10-K 3/9/2017 10.27
10-K 3/9/2 ,017 10.28
10-K 3/13/2013 10.33
10-K 3/13/2013 10.34
10-Q 5/4/2017 10.1



Exhibit
No.

+$10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

10.49

10.50

10.51

10.52

14

Description

Royalty Interest Purchase Agreement, dated
March 22, 2019, by and between, Curis, Inc.,
Curis Royalty LLC, a wholly-owned
subsidiary of Curis, Inc., TPC Investments |
LP and TPC Investments I LP

Security Agreement, dated March 22, 2019,
by and between, Curis Royalty LLC, a
wholly-owned subsidiary of Curis, Inc., TPC
Investments I LP and TPC Investments II LP

Pledge Agreement, dated March 22, 2019, by
and between, Curis, Inc. , TPC Investments I
LP and TPC Investments II LP

Consent and Payment Direction Letter
Agreement, dated March 22, 2019, by and
between Curis, Inc., Curis Royalty LLC and
Genentech, Inc.

Material contracts—License and
Collaboration Agreements

Collaborative Research, Development and
License Agreement, dated June 11, 2003, by
and between Curis, Inc. and Genentech, Inc.

Collaboration, License and Option
Agreement, dated January 18, 2015, by and
between Curis, Inc. and Aurigene Discovery
Technologies Limited

First Amendment to Collaboration, License
and Option Agreement, dated September 7,
2016, by and between Curis, Inc. and

Aurigene Discovery Technologies Limited

Material contracts—Miscellaneous

Sales Agreement, dated July 2, 2015, by and
between Curis, Inc. and Cowen and Company,
LLC

Underwriting Agreement, dated September
13, 2017, by and between Curis, Inc. and
Robert W. Baird & Co. Incorporated

Common Stock Purchase Agreement, dated
January 18, 2015, by and between Curis, Inc.
and Aurigene Discovery Technologies
Limited

Stock Purchase Agreement, dated September

7, 2016, by and between Curis, Inc. and
Aurigene Discovery Technologies Limited

Registration Rights Agreement, dated January
18, 2015, by and between Curis, Inc. and
Aurigene Discovery Technologies Limited

Registration Rights Agreement, dated
September 7, 2016, by and between Curis,
Inc. and Aurigene Discovery Technologies
Limited

Code of Conduct

Amended and Restated Code of Business
Conduct and Ethics

Link to
Filing

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link

Link
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Incorporated by Reference

SEC Filing Exhibit Filed with

Form Date Number this 10-K
X
X
X
X

10-Q 8/6/2015 10.1

10-K 2/24/2015 10.32

10-Q 11/3/2016 10.2

S-3 7/2/2015 1.2

8-K 9/15/2017 1.1

10-K 2/24/2015 10.34

10-Q 11/3/2016 10.3

10-K 2/24/2015 10.35

10-Q 11/3/2016 10.4

10-K 3/8/2018 14



Incorporated by Reference

Exhibit Link to SEC Filing Exhibit Filed with
No. Description Filing Form Date Number this 10-K
Additional Exhibits
21 Subsidiaries of Curis Link X
23.1 Consent of PricewaterhouseCoopers LLP Link X
31.1 Certification of the Chief Executive Officer Link X
pursuant to Rule 13a-14(a) of the Exchange
Act/15d-14(a) of the Exchange Act
31.2 Certification of the Chief Financial Officer Link X
pursuant to Rule 13a-14(a) of the Exchange
Act/15d-14(a) of the Exchange Act
32.1 Certification of the Chief Executive Officer Link X
pursuant to Rule 13a-14(b)/15d-14(b) of the
Exchange Act and 18 U.S.C. Section 1350
322 Certification of the Chief Financial Officer Link X
pursuant to Rule 13a-14(b)/15d-14(b) of the
Exchange Act and 18 U.S.C. Section 1350
101.INS XBRL Instance Document X
101.SCH XBRL Taxonomy Extension Schema X
Document
101.CAL XBRL Taxonomy Extension Calculation X
Linkbase Document
101.DEF XBRL Taxonomy Extension Definition X
Linkbase Document
101.LAB XBRL Taxonomy Extension Label Linkbase X
Document
101.PRE XBRL Taxonomy Extension Presentation X
Linkbase Document
# Indicates management contract or compensatory plan or arrangement.
i} Confidential treatment has been granted as to certain portions, which portions have been separately filed with the
Securities and Exchange Commission.
Tt Confidential treatment has been requested as to certain portions, which portions have been separately filed with the

Securities and Exchange Commission.
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ITEM 16. FORM 10-K SUMMARY

None.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CURIS, INC.

By: /sl JAMES DENTZER

James Dentzer
President and Chief Executive Officer

Date: March 26, 2019

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

President, Chief Executive Officer March 26, 2019
and Director (Principal Executive
Officer and Principal Financial
/s/ JAMES DENTZER Officer)

James Dentzer

Vice President, Finance (Principal March 26, 2019
Accounting Officer)
/s/ WILLIAM STEINKRAUSS

William Steinkrauss

/s/ MARTYN D. GREENACRE Chairman of the Board of Directors March 26, 2019

Martyn D. Greenacre
/s/ KENNETH I. KAITIN Director March 26, 2019

Kenneth I. Kaitin
/s/ LORI A. KUNKEL Director March 26, 2019
Lori A. Kunkel
/s/ MARC RUBIN Director March 26, 2019
Marc Rubin
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BOARD OF DIRECTORS
James E. Dentzer
President & CEO, Curis

Martyn D. Greenacre

Fmr CEO, Delsys Pharmaceuticals

Fmr CEO, Zynaxis

Fmr Chairman, Smithkline Beecham Europe

Kenneth I. Kaitin, Ph.D.

Dir, Tufts Center for the Study of Drug
Development

Prof, Tufts University School of Medicine

Lori A. Kunkel, Ph.D.

Fmr Acting Chief Medical Officer, Loxo
Oncology

Fmr Chief Medical Officer, Pharmacyclics

Marc Rubin, M.D.

Executive Chairman, Titan Pharmaceuticals
Fmr Head, Global R&D, Bayer Schering
Pharma

EXECUTIVE OFFICERS
James E. Dentzer
President & CEO

Robert E. Martell, M.D., Ph.D.
Head of Research & Development

CORPORATE HEADQUARTERS
Curis, Inc.

4 Maguire Road

Lexington, MA 02421

617-503-6500

WWW.curis.com

MARKET INFORMATION
Our common stock has traded on the

Nasdaq Global Market since August 1, 2000.

Our trading symbol is “CRIS.” There were
171 shareholders of record as of March 19,
2019.

SEC FORM 10-K
A copy of our 2018 annual report on
Form 10-K, is available at www.sec.gov,
and without charge, upon written request
to:

Curis, Inc.

4 Maguire Road

Lexington, MA 02421

info@curis.com

ANNUAL MEETING

The annual stockholders meeting will be held
at 10:00am on May 23, 2019 at the offices of
Wilmer Cutler Pickering Hale and Dorr LLP
60 State Street

Boston, MA 02109

INDEPENDENT ACCOUNTANTS
PricewaterhouseCoopers LLP

101 Seaport Boulevard, Suite 500
Boston, MA 02210

617.530.5000

www.pwcglobal.com

LEGAL COUNSEL

Wilmer Cutler Pickering Hale and Dorr LLP
60 State Street

Boston, MA 02109

617.526.6000

www.wilmerhale.com

TRANSFER AGENT
Computershare

250 Royall Street

Canton, MA 02021

877-810-2248
www.computershare.com/investor

CAUTIONARY NOTE This Annual Report contains forward-looking statements within the meaning of the U.S. Private Securities Litigation Reform
Act of 1995, including statements about Curis’s financial results and expected cash life, the potential effectiveness of its technologies under
development and other information pertaining to its various research and development programs, strategies, plans and prospects. Such statements may

2 < »

contain the words “believes,” “expects,

anticipates,

” “plans,” “intends,” “seeks,” *

estimates” or similar expressions which, whether in the negative

or affirmative, are intended to identify forward-looking statements, although not all forward-looking statements contain these identifying words. These
forward-looking statements are not guarantees of future performance and involve risks and uncertainties that may cause Curis’s actual results to be
materially different from those indicated by such forward-looking statements. Actual results can be affected by a number of important factors
including, among other things: adverse results in Curis’s and its strategic collaborators’ product development programs; difficulties or delays in
obtaining or maintaining required regulatory approvals; Curis’s ability to obtain or maintain required patent and other proprietary intellectual property
protection; changes in or Curis’s inability to execute its business strategy; the risk that Curis does not obtain required additional funding; unplanned
cash requirements; risks relating to Curis’s ability to enter into and maintain important strategic collaborations, including its ability to maintain its
current Hedgehog pathway inhibitor collaboration agreement with Genentech or its collaboration, license and option agreement with Aurigene for
immuno-oncology and select precision oncology targets; risk relating to Curis’s reliance on third party manufacturers or collaborators; competitive

risks; and other risk factors described under the caption “Risk Factors” in the accompanying Annual Report on Form 10-K and any subsequent reports
filed by Curis with the Securities and Exchange Commission. In addition, any forward-looking statements represent Curis’s views only as of the date
of this Annual Report and should not be relied upon as representing its views as of any subsequent date. Curis disclaims any intention or obligation to
update any of the forward-looking statements, whether as a result of new information, future events or otherwise.



4 Maguire Road www.curis.com
Lexington, MA 02421 617.503.6500
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