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PART I — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CHIMERIX, INC.

BALANCE SHEETS

(in thousands, except share and per share data)

(unaudited)

June 30, 2013 December 31, 2012
Assets
Current assets:
Cash and cash equivalents $ 115,438 $ 19,906
Short-term investments, available-for-sale 7,595 9,849
Accounts receivable 83 783
Prepaid and other current assets 3,034 983
Deferred financing costs, current portion 20 33
Total current assets 126,170 31,554
Property and equipment, net of accumulated depreciation 342 407
Deposits 22 22
Deferred financing costs, less current portion 20 48
Total assets $ 126,554 $ 32,031

Liabilities, redeemable convertible preferred stock and stockholders’ equity

(deficit)

Current liabilities:

Accounts payable $ 995 $ 1,964
Accrued liabilities 1,471 906
Loan payable, current portion 5,584 4,753
Total current liabilities 8,050 7,623
Other long-term liabilities 341 337
Loan payable, less current portion 7,119 9,867
Redeemable convertible preferred stock warrant liability - 7,512
Total liabilities 15,510 25,339
Redeemable convertible preferred stock - 107,723
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Stockholders’ equity (deficit):
Common stock, $0.001 par value, 200,000,000 and 89,700,000 shares authorized
at June 30, 2013 and December 31, 2012, respectively; 25,779,445 and 1,533,996

shares issued and outstanding as of June 30, 2013 and December 31, 2012, 26 3
respectively

Additional paid-in capital 258,870 -
Accumulated other comprehensive loss (1 ) 2
Accumulated deficit (147,851 ) (101,032
Total stockholders’ equity (deficit) 111,044 (101,031

Total liabilities, redeemable convertible preferred stock and stockholders’ equity $ 126.554

(deficit) $ 32,031

See accompanying notes to financial statements.
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CHIMERIX, INC.
STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(in thousands, except share and per share data)

(unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2013 2012 2013 2012
Revenues:
Contract revenue $ 808 $6,205 $2,579 $9,283
Total revenues 808 6,205 2,579 9,283
Operating expenses:
Research and development 6,276 9,082 13,059 16,075
General and administrative 2,188 1,545 3,725 3,120
Loss from operations (7,656 ) (4,422 ) (14,205 ) (9,912
Other expense:
Interest expense, net (415 ) (128 ) (771 ) (237
Fair value adjustments to warrant liability (4,388 ) 226 (6,590 ) (1,073
Net loss (12,459 ) (4,324 ) (21,566 ) (11,222
Other comprehensive loss:
Unrealized gain on securities available-for-sale 1 - 1 4
Comprehensive loss $(12,458 ) $(4,324 ) $(21,565 ) $(11,218
Net loss (12,459 ) (4,324 ) (21,566 ) (11,222
Accretion of redeemable convertible preferred stock (8,582 ) (900 ) (34,108 ) (1,800
Net loss attributable to common shareholders $(21,041 ) $(5,224 ) $(55,674 ) $(13,022
Per share information:
Net loss per common share, basic and diluted $(0.91 ) $(3.44 ) $(4.50 ) $(8.58

Weighted-average shares outstanding, basic and diluted 23,067,201 1,518,753 12,360,125 1,518,112

See accompanying notes to financial statements.
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CHIMERIX, INC.
STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

Operating activities:
Net loss

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

Depreciation
Non-cash interest expense

Amortization/accretion of premium/discount on investments

Share-based compensation costs

Fair value measurement of redeemable convertible preferred stock warrant liability

Changes in operating assets and liabilities:

Accounts receivable

Prepaid expenses and other current assets and deposits
Accounts payable and accrued liabilities

Net cash used in operating activities

Investing Activities:

Purchase of property and equipment
Purchase of short-term investments
Maturities of short-term investments
Net cash provided by investing activities

Financing Activities:

Proceeds from exercise of stock options

Proceeds from exercise of warrant

Proceeds from loan payable

Proceeds from initial public offering, net of offering costs
Debt discount

Repayment of loan payable

Deferred financing costs

Net cash provided by financing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental cash flow information:

Six Months Ended June 30,
2013 2012
$ 21,566 ) $(11,222 )
135 141
224 54
149 29
2,589 539
6,590 1,073
700 692
(2,051 )y 779
(400 ) (1,672 )
(13,630 ) (9,587 )
(70 ) (41 )
(1,851 ) -
3,957 5,894
2,036 5,853
55 2
1,537 -
- 3,000
107,634 -
- (15 )
(2,100 ) (2,600 )
- (24 )
107,126 363
95,532 (3,371 )
19,906 13,607
$ 115,438 $ 10,236
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Interest payments

See accompanying notes to financial statements.

$ 505

$ 107

10
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CHIMERIX, INC.

NOTES TO THE FINANCIAL STATEMENTS

(unaudited)

1. The Business and Summary of Significant Accounting Policies

Description of Business

Chimerix, Inc. (the Company) is a biopharmaceutical company committed to the discovery, development and
commercialization of novel, oral antiviral therapeutics that are designed to transform patient care in areas of high
unmet medical need. The Company’s proprietary lipid technology has given rise to two clinical-stage compounds,
CMXO001 and CMX157, which have demonstrated the potential for enhanced antiviral activity and safety in
convenient, orally administered dosing regimens. CMX001 has shown broad-spectrum activity against
double-stranded DNA viruses, including herpesviruses, adenoviruses and polyomaviruses. Chimerix anticipates
beginning the Phase 3 SUPPRESS trial in the third quarter of 2013 for the prevention of cytomegalovirus infection in
hematopoietic cell transplant recipients. The Company recently completed a Phase 2 trial of CMX001 as a preemptive
therapy for adenovirus infection. Additionally, Chimerix is developing CMXO001 as a medical countermeasure against
smallpox under a contract from the Biomedical Advanced Research and Development Authority (BARDA). The
Company’s second clinical-stage compound, CMX157, is a Phase 1 product candidate for the treatment of HIV and
was licensed to Merck, Sharp & Dohme Corp. (Merck) in 2012.

On March 25, 2013, the Company’s board of directors approved and implemented a 3.55-for-1 reverse stock split of
the Company’s outstanding common stock. The reverse stock split resulted in an adjustment to the preferred stock
conversion price to reflect a proportional decrease in the number of shares of common stock to be issued upon
conversion. The accompanying financial statements and notes to the financial statements give retroactive effect to the
reverse stock split for all periods presented.

On April 10, 2013, the Company completed the initial public offering (IPO) of its common stock pursuant to a
registration statement on Form S-1. In the IPO, the Company sold an aggregate of 7,320,000 shares of common stock
under the registration statement at a public offering price of $14.00 per share. Net proceeds were approximately $93.3
million, after deducting underwriting discounts and commissions of $7.1 million and offering expenses of $2.1
million. Upon the completion of the IPO, all outstanding shares of the Company’s redeemable convertible preferred
stock and dividends accrued on Series F redeemable convertible preferred stock were converted into 15,556,091
shares of common stock and all outstanding warrants to purchase redeemable convertible preferred stock were
converted into warrants to purchase 1,613,395 shares of common stock. On April 16, 2013, the underwriters exercised
the full over-allotment option pursuant to which the Company sold an additional 1,098,000 shares at $14.00 per share.

11
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Net proceeds from the over-allotment shares were approximately $14.3 million after deducting underwriting discounts
and commissions of $1.1 million.

The accompanying financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP). The preparation of the Company’s financial statements requires
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and the
disclosure of contingent assets and liabilities in the financial statements and accompanying notes. Although these
estimates are based on knowledge of current events and actions the Company may undertake in the future, actual
results may ultimately differ from these estimates and assumptions.

The accompanying interim financial statements are unaudited. The unaudited interim financial statements have been
prepared in accordance with GAAP on the same basis as the audited annual financial statements and, in the opinion of
management, reflect all adjustments, which include only normal recurring adjustments, necessary for a fair statement
of the Company’s financial position, results of operations and cash flows for the dates and periods presented herein.
These financial statements should be read in conjunction with the financial statements and notes set forth in the
Company’s final prospectus dated April 10, 2013 filed pursuant to Rule 424(b) under the Securities Act of 1933, as
amended, with the Securities and Exchange Commission on April 11, 2013. Interim operating results are not
necessarily indicative of operating results for the full year.

Reclassifications
In certain instances, amounts previously reported in the Company’s 2012 financial statements have been reclassified to

conform to the Company’s 2013 financial statement presentation. Such reclassifications had no effect on net loss or
stockholders’ equity (deficit) as previously reported.

Cash and Cash Equivalents

The Company considers any highly liquid instrument with an original maturity of three months or less at acquisition
to be a cash equivalent. Cash equivalents consist of money market accounts.

12
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Investments

Investments consist primarily of corporate bonds and commercial paper. The Company invests in high-credit quality
investments in accordance with its investment policy which minimizes the probability of loss.

Available-for-sale securities are carried at fair value as determined by quoted market prices, with the unrealized gains
and losses, net of tax, reported as a separate component of stockholders deficit. Realized gains and losses are
determined using the specific identification method and transactions are recorded on a settlement date basis in interest
income or expense, net. Investments with original maturities beyond three months at the date of purchase and which
mature on, or less than twelve months from, the balance sheet date are classified as long-term. The Company
periodically reviews available-for-sale securities for other-than-temporary declines in fair value below the cost basis
and whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Any such declines in value judged to be other-than-temporary on available-for-sale securities are reported
in interest income or expense, net. There were no such declines in value for the six months ended June 30, 2013 and
the year ended December 31, 2012.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash, cash
equivalents, short-term investments and accounts receivable. The Company is exposed to credit risk, subject to federal
deposit insurance, in the event of default by the financial institutions holding its cash and cash equivalents to the
extent of amounts recorded on the balance sheets. Accounts receivable represent amounts due from an agency of the
federal government.

Accounts Receivable

Accounts receivable at June 30, 2013 and December 31, 2012 consisted of amounts billed and unbilled under the
Company’s contract with BARDA. Receivables under the BARDA contract are recorded as qualifying research
activities as conducted and invoices from the Company’s vendors are received. The Company carries its accounts
receivable at cost less an allowance for doubtful accounts. On a periodic basis, the Company evaluates its accounts
receivable and establishes an allowance based on its history of collections and write-offs and the current status of all
receivables. The Company does not accrue interest on trade receivables. If accounts become uncollectible, they will be
written off through a charge to the allowance for doubtful accounts. The Company has not recorded a charge to
allowance for doubtful accounts as management believes all receivables are fully collectible.

Fair Value of Financial Instruments

13
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The carrying amounts of certain financial instruments, including accounts receivable, notes receivable, accounts
payable and accrued expenses approximate their fair values due to the short-term nature of such instruments. The
carrying amount of borrowings under loans payable approximates its fair value based on the determination that the
stated rate on such loans payable is consistent with current interest rates for similar borrowing arrangements available
to the Company.

For assets and liabilities recorded at fair value, it is the Company’s policy to maximize the use of observable inputs and
minimize the use of unobservable inputs when developing fair value measurements, in accordance with the fair value
hierarchy. Fair value measurements for assets and liabilities where there exists limited or no observable market data
are based primarily upon estimates and are often calculated based on the economic and competitive environment, the
characteristics of the asset or liability and other factors. Therefore, fair value measurements cannot be determined with
precision and may not be realized in an actual sale or immediate settlement of the asset or liability. Additionally, there
may be inherent weaknesses in any calculation technique and changes in the underlying assumptions used, including
discount rates and estimates of future cash flows, could significantly affect the calculated current or future fair values.
The Company utilizes fair value measurements to record fair value adjustments to certain assets and liabilities and to
determine fair value disclosures.

The Company groups assets and liabilities at fair value in three levels, based on the markets in which the assets and
liabilities are traded and the reliability of the assumptions used to determine fair value. An adjustment to the pricing
method used within either Level 1 or Level 2 inputs could generate a fair value measurement that effectively falls in a
lower level in the hierarchy. These levels are:

Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the
Company has the ability to access.

Level 2 — Valuations based on quoted prices for similar assets or liabilities in active markets, quoted prices for
-identical or similar assets or liabilities in markets that are not active, and models for which all significant inputs are
observable, either directly or indirectly.

- Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

The determination of where an asset or liability falls in the hierarchy requires significant judgment. The Company
evaluates hierarchy disclosures and, based on various factors, it is possible that an asset or liability may be classified
differently from period to period. However, the Company expects that changes in classification between levels will be
rare.

14
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The warrants issued for Series F redeemable convertible preferred stock included in the Company’s 2012 financial
statements are categorized as Level 3 as there are significant unobservable inputs. The valuation of the warrants at
December 31, 2012 reflected a two stage process. Using a contingent claims model in combination with the
Company’s Series F financing, which occurred in February 2011, the fair value of total equity and all components of
the Company’s capital structure, including the warrants, was determined as of the time of the financing event. Using
this value as a starting point, a series of equity values and associated probabilities were calculated using simulation
methodologies that incorporate both Monte Carlo and risk neutral frameworks. Based on assessments of expected
returns and volatilities consistent with market practice, a distribution of equity values was produced which covered the
range of values that an informed market participant might expect. These outcomes were organized into ranges and a
probability calculated based on the percent of the total falling into each range. This process created a range of equity
values. Using a contingent claims framework, each equity value was allocated to the various components of the capital
structure including the warrants. Each warrant value was weighted by its respective probability to determine the final
fair value of the warrants as of December 31, 2012. The key unobservable inputs used in the determination of the fair
value were (i) volatility — 79%, (ii) range of implied fair value of the Series F redeemable convertible preferred

stock — $2.19 to $2.85, (iii) time to liquidity — 8 months to 5 years, and (iv) range of probabilities of liquidity event
outcomes — 2% to 31%. The warrants were valued again at April 10, 2013, just prior to the Company’s IPO, using a
Black-Scholes valuation model. The key unobservable inputs used in determination of the fair value at that time were
(1) volatility — 79%, (ii) fair value of the Series F redeemable convertible preferred stock — $3.94, (iii) expected life — 2.5
years, (iv) risk-free interest rate — 0.24%, and (v) dividend yield — 0%. As the warrants for Series F redeemable
convertible preferred stock converted to warrants for common stock upon the IPO, no future valuations are necessary.

There was no material re-measurement to fair value of financial assets and liabilities that are not measured at fair
value on a recurring basis.

Below is a table that presents information about certain assets and liabilities measured at fair value on a recurring
basis:

Fair Value Measurements at

June 30, 2013

Quoted Prices Biguificant Other ~ Significant Unobservable
June 30, 20Markets for IdedtisatvAblettnputs  Inputs

(Level 1) (Level 2) (Level 3)
(in thousands)
Cash equivalents $115,123 $115,123 $ — $ —
Short-term investments 7,595 — 7,595 —

Fair Value Measurements at

December 31, 2012

Quoted PriGagmnfidativ®ther Significant Unobservable
DecemberMhrRetsXobsatvableAksptts Inputs

(Level 1) (Level 2) (Level 3)

15
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(in thousands)

Cash equivalents $17,687 $16,381 $ 1,306
Short-term investments 9,849 — 9,849
Redeemable convertible preferred stock warrant

o 7,512 — —
liability

7,512

Below is a table that presents a reconciliation of the beginning and ending balances of liabilities measured at fair value

on a recurring basis using significant unobservable inputs (Level 3):

Fair Value

Measurements

(Level 3)

(in thousands)
Redeemable Convertible Preferred Stock Warrant Liability

Balance at January 1, 2012 $ 6,491
Issuance 174

Fair value increase recorded in other expense 847

Fair value at December 31, 2012 7,512

Fair value increase recorded in other expense 6,590
Reclassification of warrant liability to additional paid-in capital (14,102 )
Fair value at June 30, 2013 $ -

Prepaid and Other Current Assets
Prepaid and other current assets consist of the following:

June 30, Petgmber 31, 2012
(in thousands)

Prepaid development expenses $2,353 $§ 486
Deferred public offering costs - 273
Other prepaid and other current assets 681 224

$3,034 § 983
7
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Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. Depreciation is determined on a straight-line
basis over the estimated useful lives of the assets, which generally range from three to five years. Leasehold
improvements are amortized over the shorter of the useful life of the asset or the term of the related lease.
Maintenance and repairs are charged against expense as incurred.

Impairment of Long-Lived Assets

The Company evaluates long-lived assets for impairment whenever events or changes in circumstances indicate that
the carrying value of an asset may not be recoverable. If the estimated future cash flows (undiscounted and without
interest charges) from the use of an asset are less than the carrying value, a write-down would be recorded to reduce
the related asset to its estimated fair value. To date, no such write-downs have occurred.

Deferred Public Offering Costs

Deferred public offering costs totaling $0.3 million at December 31, 2012 are included in prepaid and other current
assets. These costs represent legal and accounting costs related to the Company’s efforts to raise capital through an
IPO. At the completion of the Company’s IPO in April 2013, these costs were reclassified to additional paid-in capital
as a reduction of the IPO proceeds.

Deferred Rent
The Company recognizes rent expense on a straight-line basis over the non-cancelable term of its operating lease and
records the difference between cash rent payments and the recognition of rent expense as a deferred rent liability. The

Company also records landlord-funded lease incentives, such as reimbursable leasehold improvements, as a deferred
rent liability, which is amortized as a reduction of rent expense over the non-cancelable term of its operating lease.

Accrued Liabilities

Accrued liabilities consist of the following:

June 30, P@¢kgmber 31, 2012
(in thousands)

Accrued compensation $512  $ 560
Accrued development expenses 531 98
Other accrued liabilities 428 248

$1,471 § 906

17
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Revenue Recognition

The Company’s revenues generally consist of (i) contract and grant revenues — revenues generated under federal
contracts and other awarded grants, and (ii) collaboration and licensing revenues — revenues related to non-refundable
upfront fees, royalties and milestone payments earned under license agreements. Revenues are recognized when the
following criteria are met: (1) persuasive evidence that an arrangement exists; (2) delivery of the products and/or
services has occurred; (3) the selling price is fixed or determinable; and (4) collectability is reasonably assured.

For arrangements that involve the delivery of more than one element, each product, service and/or right to use assets is
evaluated to determine whether it qualifies as a separate unit of accounting. This determination is based on whether

the deliverable has “stand-alone value” to the customer. The consideration that is fixed or determinable is then allocated
to each separate unit of accounting based on the relative selling prices of each deliverable. The consideration allocated
to each unit of accounting is recognized as the related goods and services are delivered, limited to the consideration

that is not contingent upon future deliverables. If the arrangement constitutes a single unit of accounting, the revenue
recognition policy must be determined for the entire arrangement and the consideration received is recognized over

the period of inception through the date the last deliverable within the single unit of accounting is expected to be
delivered. Revisions to the estimated period of recognition are reflected in revenue prospectively.

Non-refundable upfront fees are recorded as deferred revenue and recognized into revenue as license fees from
collaborations on a straight-line basis over the estimated period of the Company’s substantive performance obligations.
If the Company does not have substantive performance obligations, the Company recognizes non-refundable upfront
fees into revenue through the date the deliverable is satisfied. Analyzing the arrangement to identify deliverables
requires the use of judgment and each deliverable may be an obligation to deliver services, a right or license to use an
asset, or another performance obligation.

Research and Development

Major components of research and development costs include cash compensation, stock based compensation,
pre-clinical studies, clinical trial and related clinical manufacturing, drug development, materials and supplies, legal,
regulatory compliance, and fees paid to consultants and other entities that conduct certain research and development
activities of the Company’s behalf. Research and development costs, including upfront fees and milestones paid to
contract research organizations, are expensed as goods as received or services rendered. Costs incurred in connection
with clinical trial activities for which the underlying nature of the activities themselves do not directly relate to active
research and development, such as costs incurred for market research and focus groups linked to clinical strategy as
well as costs to build the Company’s brand, are not included in research and development costs but are reflected as
general and administrative costs.

18
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Interest Expense, Net

Interest expense, net includes interest earned on short-term investments, interest incurred on loans payable, the
amortization of deferred financing costs related to fees paid to attorneys and other non-lender entities in order to
acquire debt, and the amortization of debt discount related to fees paid to the lender in order to acquire debt.

Income Taxes

Deferred tax assets and liabilities are determined based on differences between the financial and tax reporting bases of
assets and liabilities and are measured using enacted tax rates and laws that are expected to be in effect when the
differences are expected to reverse. Valuation allowances are established when the Company determines that it is
more likely than not that some portion of a deferred tax asset will not be realized. The Company has incurred
operating losses from April 7, 2000 (inception) through June 30, 2013, and therefore has not recorded any current
provision for income taxes.

Additionally, the Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not
that the tax position will be sustained on examination by the taxing authorities based on the technical merits of the
position. The tax benefit recognized in the financial statements for a particular tax position is based on the largest
benefit that is more likely than not to be realized upon settlement. Accordingly, the Company establishes reserves for
uncertain tax positions.

Share-Based Compensation

The Company measures and recognizes compensation expense for all share-based payment awards made to employees
and directors, including employee stock options, based on estimated fair values. The fair value of share-based awards
is estimated on the grant date using the Black-Scholes valuation model. The value of the portion of the award that is
ultimately expected to vest is recorded as expense over the requisite service periods.

The Company also accounts for equity instruments issued to non-employees using a fair value approach. The
Company values equity instruments, stock options and warrants granted to lenders and consultants using the
Black-Scholes valuation model. The measurement of non-employee share-based compensation is subject to periodic
adjustments as the underlying equity instruments vest and is recognized as an expense over the term of the related
financing or the period over which services are received.

Basic and Dilutive Net Loss Per Share of Common Stock

Basic net loss per share of common stock is computed by dividing net loss by the weighted-average number of shares
of common stock outstanding during the period, excluding the dilutive effects of converting redeemable convertible
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preferred stock, warrants to purchase redeemable convertible preferred stock and common stock, restricted stock and
options. Diluted net loss per share of common stock is computed by dividing the net loss by the sum of the
weighted-average number of shares of common stock outstanding during the period plus the potential dilutive effects
of redeemable convertible preferred stock and warrants to purchase redeemable convertible preferred stock and
common stock, and options outstanding during the period calculated in accordance with the treasury stock method, but
are excluded if their effect is anti-dilutive. Because the impact of these items is anti-dilutive during the periods of net
loss, there was no difference between basic and diluted loss per share of common stock for the three months ended or
the six months ended June 30, 2013 and 2012.

The calculation of weighted-average diluted shares outstanding excludes the dilutive effect of converting redeemable
convertible preferred stock, warrants to purchase convertible preferred stock and common stock and options to
purchase common stock, as the impact of such items are anti-dilutive during periods of net loss. Shares excluded from
the calculations were 4,244,971 and 11,370,551 for the three months ended June 30, 2013 and 2012, respectively, and
7,808,128 and 11,369,971 for the six months ended June 30, 2013 and 2012, respectively.

Segments

The Company operates in only one segment. The chief operating decision-maker, who is the Company’s Chief
Executive Officer, and management use cash flows as the primary measure to manage the business and do not
segment the business for internal reporting or decision making.

Impact of Recently Issued Accounting Standards

On February 5, 2013, the Financial Accounting Standards Board issued an amendment ASU 2013-2, “Comprehensive
Income (Topic 220)” (ASU 2013-02) to the disclosure requirements for reporting reclassifications out of accumulated
other comprehensive income (AOCI). ASU 2013-02 was effective for the first interim or annual period beginning
after December 15, 2012. The amendment requires companies to present information about reclassification
adjustments from accumulated other comprehensive income to the income statement, including the income statement
line items affected by the reclassification. The information must be presented in the financial statements in a single
note or on the face of the financial statements. The new accounting guidance also requires the disclosure to be cross
referenced to other financial statement disclosures for reclassification items that are not reclassified directly to net
income in their entirety in the same reporting period. The Company adopted ASU 2013-02 in the first quarter of 2013.
There was no material impact to the Company’s consolidated financial position, results of operations or cash flows
upon adoption of this guidance.
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2. Investments

The following table summarizes available-for-sale securities:

June 30, 2013
Amortize@10sstUnrealized Gains
(in thousands)
Corporate bonds  $7,596 $
Commercial paper

Total

$7,596 $

December 31, 2012
Amortize@10ssUnrealized Gains
(in thousands)
$8,353 $
1,498
$9,851 $

Corporate bonds
Commercial paper
Total

All of the Company’s investments as of June 30, 2013 and December 31, 2012 had maturities of one year or less.

3. Property and Equipment

Property and equipment consist of the following:

Gross Unrealized Losses Estimated Fair Value

$ ¢!

$ ¢!

)$ 7,595

)$ 7,595

Gross Unrealized Losses Estimated Fair Value

$ 2 )$ 8351
— 1,498
$ 2 )$ 9,849

June 30, 2DEgember 31, 2012

(in thousands)

Lab equipment $1,009 $ 958
Leasehold improvements 78 78
Computer equipment 410 393
Office furniture and equipment 214 212
1,711 1,641
Less accumulated depreciation  (1,369) (1,234
$342 $ 407

4. Loan Payable

)
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On January 27, 2012, the Company entered into a Loan and Security Agreement (LSA) with Silicon Valley Bank
(SVB) and MidCap Financial SBIC, LP (MidCap) allowing for borrowings up to $15.0 million, split between a first
tranche of $3.0 million borrowed at the time of the agreement, and a second tranche of up to $12.0 million that would
be available to be drawn by December 31, 2012 upon meeting one of three stated financial and/or operational goals.

The first tranche was used to repay the remaining principal balance outstanding of $2.6 million under a previous loan.
This repayment was deemed a modification of debt and therefore the remaining related deferred financing costs
totaling $0.1 million remained in deferred financing costs and are being amortized over the term of the LSA through
interest expense. The first tranche has an interest-only period of twelve months followed by a thirty-month principal
and interest amortization period with interest being charged at 8.25% per year for the full period of the LSA.

The Company met one of the financial and/or operational goals mentioned above and, in September 2012, the
remaining $12.0 million was borrowed in the second tranche. The second tranche has a six-month interest-only period
followed by a thirty-two month principal and interest amortization period with interest being charged at the same rate
as the first tranche. There are certain fees in accordance with the LSA which are being recorded as discounts or other
long and short-term liabilities depending on the nature of the fees. The fees are being accreted through interest
expense. Approximately $37,000 and $40,000 was recorded in interest expense for the three months ended June 30,
2013 and 2012, respectively. Approximately $75,000 and $80,000 was recorded in interest expense for the six months
ended June 30, 2013 and 2012, respectively.

Concurrently with entering into the LSA, the Company also granted SVB a warrant to purchase shares of Series F
preferred stock at a price of $2.045 per share equal to 2% of the aggregate amount of the advances made to the
Company pursuant to the LSA, divided by the exercise price. In relation to the first tranche, the warrant became
exercisable to purchase an aggregate of 29,340 shares of Series F preferred stock, and in relation to the second
tranche, the warrant became exercisable to purchase an additional 117,360 shares of Series F preferred stock. As
discussed in Note 1, the warrant is classified as a liability and is required to be measured at fair value. Therefore, the
warrant was recorded as a debt discount at its fair value at the time of grant and accreted over the life of the LSA using
the effective interest method. The subsequent re-valuation of the warrant (at fair value) resulted in other expense of
$114,000 and other income of $6,000 for the three months ended June 30, 2013 and 2012, respectively, and other
expense of $171,000 and $28,000 for the six months ended June 30, 2013 and 2012, respectively. Upon the
completion of the PO, this warrant was converted into a warrant to purchase 41,323 shares of common stock. In May
2013, SVB exercised the warrant in full and it is no longer outstanding.

10
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5. Commitments and Contingencies

Leases

The Company leases its facilities and certain office equipment under long-term non-cancelable operating leases that
expire at various dates through 2018.

Rent expense under non-cancelable operating leases and other month-to-month equipment rental agreements,
including common area maintenance fees, totaled approximately $0.1 million and $0.1 million for the three months
ended June 30, 2013 and 2012, respectively, and approximately $0.2 million and $0.2 million for the six months
ended June 30, 2013 and 2012, respectively.

Significance of Revenue Source

The Company is the recipient of federal research contract funds from BARDA. Periodic audits are required under the
grant and contract agreements and certain costs may be questioned as appropriate under the agreements. Management
believes that such amounts in the current year, if any, are not significant. Accordingly, no provision for refundable
amounts under the agreements has been made as of June 30, 2013 and December 31, 2012.

6. Redeemable Convertible Preferred Stock

In February 2011, the Company issued 22,004,895 shares of $0.001 par value Series F redeemable convertible
preferred stock at $2.045 per share and warrants to purchase an aggregate of 5,501,215 shares of Series F redeemable
convertible preferred stock at an exercise price of $2.045 per share for proceeds of $45.0 million, less issuance costs
of $0.2 million. Upon the completion of the IPO, these warrants were converted into warrants to purchase an
aggregate of 1,549,628 shares of common stock at an exercise price of $7.26 per share. The warrants are exercisable at
any time and expire on February 4, 2018.

In January 2012, the Company issued a warrant to SVB to purchase a number of shares of Series F redeemable
convertible preferred stock at an exercise price of $2.045 per share equal to 2% of the aggregate amount of 