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FORM 10-Q
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OF 1934
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or
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_______________________________________________
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Delaware 84-1460811
(State or Other Jurisdiction of Incorporation or
Organization) (I.R.S. Employer Identification No.)
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(303) 381-6600
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Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x  No ¨ 

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
Large Accelerated Filer ¨ Accelerated Filer x 
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Non-Accelerated Filer ¨ Smaller Reporting Company ¨
(do not check if smaller reporting company)

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

As of January 30, 2015, the registrant had 139,696,856 shares of common stock outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ARRAY BIOPHARMA INC.
Balance Sheets
(In thousands, except share and per share data)
(Unaudited) 

December 31, June 30,
2014 2014

Assets
Current assets
Cash and cash equivalents $68,145 $68,591
Marketable securities 73,416 42,407
Accounts receivable 4,878 5,429
Prepaid expenses and other current assets 4,315 5,249
Total current assets 150,754 121,676

Long-term assets
Marketable securities 873 640
Property and equipment, net 8,072 8,157
Other long-term assets 3,949 8,580
Total long-term assets 12,894 17,377
Total assets $163,648 $139,053

Liabilities and Stockholders' Deficit
Current liabilities
Accounts payable $9,264 $6,953
Accrued outsourcing costs 14,188 10,040
Accrued compensation and benefits 4,910 8,209
Other accrued expenses 2,709 1,444
Co-development liability 25,019 16,155
Deferred rent 3,800 3,739
Deferred revenue 8,049 6,193
Total current liabilities 67,939 52,733

Long-term liabilities
Deferred rent 2,156 4,096
Deferred revenue — 3,353
Long-term debt, net 106,607 103,952
Other long-term liabilities 873 640
Total long-term liabilities 109,636 112,041
Total liabilities 177,575 164,774

Commitments and contingencies

Stockholders' deficit
Preferred stock, $0.001 par value; 10,000,000 shares authorized, no shares
issued and outstanding — —
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Common stock, $0.001 par value; 220,000,000 shares authorized; 138,696,623
and 131,817,422 shares issued and outstanding as of December 31, 2014 and
June 30, 2014, respectively

139 132

Additional paid-in capital 687,226 652,696
Warrants 39,385 39,385
Accumulated other comprehensive income 13,463 2
Accumulated deficit (754,140 ) (717,936 )
Total stockholders' deficit (13,927 ) (25,721 )
Total liabilities and stockholders' deficit $163,648 $139,053

The accompanying notes are an integral part of these unaudited financial statements.
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ARRAY BIOPHARMA INC.
Statements of Operations and Comprehensive Loss
(In thousands, except per share data)
(Unaudited)

Three Months Ended Six Months Ended
December 31, December 31,
2014 2013 2014 2013

Revenue
License and milestone revenue $20,099 $9,287 $20,268 $19,352
Collaboration revenue 6,820 4,779 12,720 8,942
Total revenue 26,919 14,066 32,988 28,294

Operating expenses
Cost of partnered programs 13,098 13,110 25,275 23,768
Research and development for proprietary programs 11,817 9,487 24,007 21,191
General and administrative 8,078 5,472 14,877 10,651
Total operating expenses 32,993 28,069 64,159 55,610

Loss from operations (6,074 ) (14,003 ) (31,171 ) (27,316 )

Other income (expense)
Interest income 8 23 21 39
Interest expense (2,545 ) (2,428 ) (5,054 ) (4,811 )
Total other expense, net (2,537 ) (2,405 ) (5,033 ) (4,772 )

Net loss $(8,611 ) $(16,408 ) $(36,204 ) $(32,088 )

Change in unrealized gains and losses on marketable securities (1,059 ) (8 ) 13,461 2

Comprehensive loss $(9,670 ) $(16,416 ) $(22,743 ) $(32,086 )

Weighted average shares outstanding – basic and diluted 133,815 123,921 132,820 120,715

Net loss per share – basic and diluted $(0.06 ) $(0.13 ) $(0.27 ) $(0.27 )

The accompanying notes are an integral part of these unaudited financial statements.
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ARRAY BIOPHARMA INC.
Statement of Stockholders' Deficit
(In thousands)
(Unaudited)

Additional
Paid-in
Capital

Warrants

Accumulated
Other
Comprehensive
Income

Accumulated
Deficit TotalCommon Stock

Shares Amounts

Balance as of June 30, 2014 131,817 $ 132 $652,696 $39,385 $ 2 $ (717,936 ) $(25,721)
Issuance of common stock under
stock option and employee stock
purchase plans

339 — 1,242 — — — 1,242

Share-based compensation expense — — 3,212 — — — 3,212
Issuance of common stock, net of
offering costs 6,541 7 30,076 — — — 30,083

Change in unrealized gain on
marketable securities — — — — 13,461 — 13,461

Net loss — — — — — (36,204 ) (36,204 )
Balance as of December 31, 2014 138,697 $ 139 $687,226 $39,385 $ 13,463 $ (754,140 ) $(13,927)

The accompanying notes are an integral part of these unaudited financial statements.
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ARRAY BIOPHARMA INC.
Statements of Cash Flows
(In thousands)
(Unaudited)

Six Months Ended December 31,
2014 2013

Cash flows from operating activities
Net loss $(36,204 ) $(32,088 )
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization expense 1,805 2,353
Non-cash interest expense 2,827 2,575
Share-based compensation expense 3,212 2,008
Non-cash license revenue — (4,500 )
Changes in operating assets and liabilities:
Accounts receivable 551 3,885
Prepaid expenses and other assets 892 205
Accounts payable and other accrued expenses 3,576 (940 )
Accrued outsourcing costs 4,148 1,780
Accrued compensation and benefits (3,299 ) (4,067 )
Co-development liability 8,864 (4,300 )
Deferred rent (1,879 ) (1,818 )
Deferred revenue (1,497 ) 484
Other liabilities 221 108
Net cash used in operating activities (16,783 ) (34,315 )

Cash flows from investing activities
Purchases of property and equipment (1,720 ) (725 )
Purchases of marketable securities (63,694 ) (68,194 )
Proceeds from sales and maturities of marketable securities 50,426 43,111
Net cash used in investing activities (14,988 ) (25,808 )

Cash flows from financing activities
Proceeds from the issuance of common stock 30,702 44,810
Proceeds from employee stock purchases and options exercised 1,242 2,770
Payment of debt issuance costs — (86 )
Payment of stock offering costs (619 ) (913 )
Net cash provided by financing activities 31,325 46,581

Net decrease in cash and cash equivalents (446 ) (13,542 )
Cash and cash equivalents at beginning of period 68,591 60,736
Cash and cash equivalents at end of period $68,145 $47,194

Supplemental disclosure of cash flow information
Cash paid for interest $2,223 $2,127

The accompanying notes are an integral part of these unaudited financial statements.
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ARRAY BIOPHARMA INC.
Notes to the Unaudited Financial Statements

NOTE 1 – OVERVIEW AND BASIS OF PRESENTATION

Organization

Array BioPharma Inc. (also referred to as "Array," "we," "us," or "our"), incorporated in Delaware on February 6,
1998, is a biopharmaceutical company focused on the discovery, development and commercialization of targeted
small molecule drugs to treat patients afflicted with cancer. 

Basis of Presentation

The accompanying unaudited financial statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission ("SEC") for interim reporting and, as permitted under those rules, do not
include all of the disclosures required by U.S. generally accepted accounting principles ("U.S. GAAP") for complete
financial statements. The unaudited financial statements reflect all normal and recurring adjustments that, in the
opinion of management, are necessary to present fairly our financial position, results of operations and cash flows for
the interim periods presented. Operating results for an interim period are not necessarily indicative of the results that
may be expected for a full year.

These unaudited financial statements should be read in conjunction with our audited financial statements and the notes
thereto for the fiscal year ended June 30, 2014, included in our Annual Report on Form 10-K filed with the SEC, from
which we derived our balance sheet data as of June 30, 2014.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires our management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenue and expenses, and related disclosure of
contingent assets and liabilities. Management bases its estimates on our historical experience and on various other
assumptions that we believe are reasonable under the circumstances. These estimates are the basis for our judgments
about the carrying values of assets and liabilities, which in turn may impact our reported revenue and expenses. Our
actual results could differ significantly from these estimates under different assumptions or conditions.

We believe our financial statements are most significantly impacted by the following accounting estimates and
judgments: (i) identifying deliverables under collaboration and license agreements involving multiple elements and
determining whether such deliverables are separable from other aspects of the contractual relationship; (ii) estimating
the selling price of deliverables for the purpose of allocating arrangement consideration for revenue recognition; (iii)
estimating the periods over which the allocated consideration for deliverables is recognized; (iv) estimating accrued
outsourcing costs for clinical trials and preclinical testing; (v) estimating the fair value of non-marketable equity
received from licensing transactions; and (vi) estimating the fair value of equity securities subject to restrictions
related to transfer of the shares.

Liquidity

We have incurred operating losses and an accumulated deficit as a result of ongoing research and development
spending since inception. As of December 31, 2014, we had an accumulated deficit of $754.1 million. We had net
losses of $8.6 million and $36.2 million for the three and six months ended December 31, 2014, respectively, and net
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losses of $85.3 million, $61.9 million and $23.6 million for the fiscal years ended June 30, 2014, 2013 and 2012,
respectively.

We have historically funded our operations from up-front fees and license and milestone payments received under our
drug collaborations and license agreements, the sale of equity securities, and debt provided by convertible debt and
other credit facilities. We believe that our cash, cash equivalents and marketable securities as of December 31, 2014
will enable us to continue to fund operations in the normal course of business for at least the next 12 months. Until we
can generate sufficient levels of cash from operations, which we do not expect to achieve in the next two years, and
because sufficient funds may not be available to us when needed from
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existing collaborations, we expect that we will be required to continue to fund our operations in part through the sale
of debt or equity securities, through licensing select programs or partial economic rights that include up-front, royalty
and/or milestone payments.

Our ability to successfully raise sufficient funds through the sale of debt or equity securities or from debt financing
from lenders when needed is subject to many risks and uncertainties and, even if we are successful, future equity
issuances would result in dilution to our existing stockholders. We also may not successfully consummate new
collaboration and license agreements that provide for up-front fees or milestone payments, or we may not earn
milestone payments under such agreements when anticipated, or at all. Our ability to realize milestone or royalty
payments under existing agreements and to enter into new arrangements that generate additional revenue through
up-front fees and milestone or royalty payments is subject to a number of risks, many of which are beyond our
control.

In addition, our assessment of our future need for funding and our ability to continue to fund our operations is a
forward-looking statement that is based on assumptions that may prove to be wrong and that involve substantial risks
and uncertainties.

If we are unable to generate enough revenue from our existing or new collaboration and license agreements when
needed or to secure additional sources of funding, it may be necessary to significantly reduce the current rate of
spending through further reductions in staff and delaying, scaling back, or stopping certain research and development
programs, including more costly Phase 2 and Phase 3 clinical trials on our wholly-owned programs as these programs
progress into later stage development. Insufficient liquidity may also require us to relinquish greater rights to product
candidates at an earlier stage of development or on less favorable terms to us and our stockholders than we would
otherwise choose in order to obtain up-front license fees needed to fund operations. These events could prevent us
from successfully executing our operating plan and, in the future, could raise substantial doubt about our ability to
continue as a going concern. Further, as discussed in Note 5 – Long-term Debt, if at any time our balance of total cash,
cash equivalents and marketable securities at Comerica Bank and approved outside accounts falls below $22 million,
we must maintain a balance of cash, cash equivalents and marketable securities at Comerica at least equivalent to the
entire outstanding debt balance with Comerica, which is currently $14.6 million. We must also maintain a monthly
liquidity ratio if we draw down on the revolving line of credit.

Fair Value Measurements

We follow accounting guidance on fair value measurements for financial instruments measured on a recurring basis,
as well as for certain assets and liabilities that are initially recorded at their estimated fair values. Fair value is defined
as the exit price, or the amount that would be received from selling an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. We use the following three-level hierarchy that
maximizes the use of observable inputs and minimizes the use of unobservable inputs to value our financial
instruments:
•Level 1: Observable inputs such as unadjusted quoted prices in active markets for identical instruments.
•Level 2: Quoted prices for similar instruments that are directly or indirectly observable in the marketplace.

•

Level 3: Significant unobservable inputs which are supported by little or no market activity and that are financial
instruments whose values are determined using pricing models, discounted cash flow methodologies, or similar
techniques, as well as instruments for which the determination of fair value requires significant judgment or
estimation.

Financial instruments measured at fair value are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. Our assessment of the significance of a particular input to the fair value
measurement in its entirety requires us to make judgments and consider factors specific to the asset or liability. The
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use of different assumptions and/or estimation methodologies may have a material effect on estimated fair values.
Accordingly, the fair value estimates disclosed or initial amounts recorded may not be indicative of the amount that
we or holders of the instruments could realize in a current market exchange.

The carrying amounts of cash equivalents and marketable securities approximate their fair value based upon quoted
market prices. Where marketable securities are subject to restrictions on transfer, such as our investment in Loxo
Oncology Inc.'s ("Loxo") common shares, we apply a marketability discount to the quoted market price.

8
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See Note 2 - Marketable Securities for further discussion regarding determination of fair value for our investment in
Loxo. Certain of our financial instruments are not measured at fair value on a recurring basis, but are recorded at
amounts that approximate their fair value due to their liquid or short-term nature, such as cash, accounts receivable
and payable, and other financial instruments in current assets or current liabilities.

Marketable Securities

We have designated our marketable securities as of each balance sheet date as available-for-sale securities and account
for them at their respective fair values. Marketable securities are classified as short-term or long-term based on the
nature of the securities and their availability to meet current operating requirements. Marketable securities that are
readily available for use in current operations are classified as short-term available-for-sale securities and are reported
as a component of current assets in the accompanying balance sheets. Marketable securities that are not considered
available for use in current operations are classified as long-term available-for-sale securities and are reported as a
component of long-term assets in the accompanying balance sheets.

Securities that are classified as available-for-sale are carried at fair value, including accrued interest, with temporary
unrealized gains and losses reported as a component of stockholders' deficit until their disposition. We review all
available-for-sale securities at each period end to determine if they remain available-for-sale based on our then current
intent and ability to sell the security if it is required to do so. The cost of securities sold is based on the specific
identification method.

All of our marketable securities are subject to a periodic impairment review. We recognize an impairment charge
when a decline in the fair value of our investments below the cost basis is judged to be other-than-temporary.

Equity Investments

From time to time, we may enter into collaboration and license agreements under which we receive an equity interest
as consideration for all or a portion of up-front, license or other fees under the terms of the agreement. We report
equity securities received from non-publicly traded companies in which we do not exercise a significant or controlling
interest at cost in other long-term assets in the accompanying balance sheets. We monitor our investments for
impairment at least annually, and consider events or changes in circumstances we know of that may have a significant
adverse effect on the fair value. We make appropriate reductions in the carrying value if it is determined that an
impairment has occurred, based primarily on the financial condition and near and long-term prospects of the issuer.
We do not report the fair value of our equity investments in non-publicly traded companies because it is not practical
to do so.

Array received shares of Loxo Oncology Inc.'s non-voting preferred stock as consideration for licensing rights we
granted to Loxo under our July 2013 Drug Discovery Collaboration Agreement. Based on a valuation analysis
prepared with the assistance of a third-party valuation firm, we recorded the $4.5 million estimated fair value of the
preferred shares as a long-term investment utilizing the cost method of accounting. In August 2014, Loxo completed
an initial public offering ("IPO") of its common stock, which then began to trade on the NASDAQ Global Market. At
the closing of the IPO, the preferred shares we held were converted into approximately 1.6 million shares of common
stock and, based on the readily determinable fair value of the Loxo common stock following the IPO, we began to
account for our investment in Loxo as available-for-sale securities.

As of both December 31, 2014 and June 30, 2014, we held shares of preferred stock of VentiRx Pharmaceuticals, Inc.
valued at $1.5 million that we received under a February 2007 Collaboration and License Agreement with VentiRx.

Accrued Outsourcing Costs
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Substantial portions of our preclinical studies and clinical trials are performed by third-party laboratories, medical
centers, contract research organizations and other vendors (collectively "CROs"). These CROs generally bill monthly
or quarterly for services performed, or bill based upon milestone achievement. For preclinical studies, we accrue
expenses based upon estimated percentage of work completed and the contract milestones remaining. For clinical
studies, expenses are accrued based upon the number of patients enrolled and the duration of the study. We monitor
patient enrollment, the progress of clinical studies and related activities to the extent possible through internal reviews
of data reported to us by the CROs, correspondence with the CROs and clinical site visits. Our estimates depend on
the timeliness and accuracy of the data provided by the CROs
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regarding the status of each program and total program spending. We periodically evaluate the estimates to determine
if adjustments are necessary or appropriate based on information we receive.

Convertible Senior Notes

Our 3.00% convertible senior notes due 2020 are accounted for in accordance with Financial Accounting Standards
Board ("FASB") Accounting Standards Codification (“ASC”) 470-20, Debt - Debt with Conversion and Other Options.
 ASC 470-20 requires the issuer of convertible debt that may be settled in shares or cash upon conversion at the
issuer's option, such as our notes, to account for the liability (debt) and equity (conversion option) components
separately. The value assigned to the debt component is the estimated fair value, as of the issuance date, of a similar
debt instrument without the conversion option. The amount of the equity component (and resulting debt discount) is
calculated by deducting the fair value of the liability component from the principal amount of the convertible debt
instrument. The resulting debt discount is amortized as additional non-cash interest expense over the expected life of
the notes utilizing the effective interest method. Although ASC 470-20 has no impact on our actual past or future cash
flows, it requires us to record non-cash interest expense as the debt discount is amortized. For additional information,
see Note 5 – Long-term Debt.

Revenue Recognition

We recognize revenue for the performance of services or the shipment of products when each of the following four
criteria is met: (i) persuasive evidence of an arrangement exists; (ii) products are delivered or as services are rendered;
(iii) the sales price is fixed or determinable; and (iv) collectability is reasonably assured.

We follow ASC 605-25, Revenue Recognition – Multiple-Element Arrangements and ASC 808, Collaborative
Arrangements, if applicable, to determine the recognition of revenue under our collaborative research, development
and commercialization agreements. The terms of these agreements generally contain multiple elements, or
deliverables, which may include (i) grants of licenses, or options to obtain licenses, to our intellectual property, (ii)
research and development services, (iii) drug product manufacturing, and/or (iv) participation on joint research and/or
joint development committees. The payments we may receive under these arrangements typically include one or more
of the following: non-refundable, up-front license fees; option exercise fees; funding of research and/or development
efforts; amounts due upon the achievement of specified objectives; and/or royalties on future product sales.

ASC 605-25 provides guidance relating to the separability of deliverables included in an arrangement into different
units of accounting and the allocation of arrangement consideration to the units of accounting. The evaluation of
multiple-element arrangements requires management to make judgments about (i) the identification of deliverables,
(ii) whether such deliverables are separable from the other aspects of the contractual relationship, (iii) the estimated
selling price of each deliverable, and (iv) the expected period of performance for each deliverable.

To determine the units of accounting under a multiple-element arrangement, management evaluates certain separation
criteria, including whether the deliverables have stand-alone value, based on the relevant facts and circumstances for
each arrangement. Management then estimates the selling price for each unit of accounting and allocates the
arrangement consideration to each unit utilizing the relative selling price method. The allocated consideration for each
unit of accounting is recognized over the related obligation period in accordance with the applicable revenue
recognition criteria.

If there are deliverables in an arrangement that are not separable from other aspects of the contractual relationship,
they are treated as a combined unit of accounting, with the allocated revenue for the combined unit recognized in a
manner consistent with the revenue recognition applicable to the final deliverable in the combined unit. Payments
received prior to satisfying the relevant revenue recognition criteria are recorded as deferred revenue in the
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We typically receive non-refundable, up-front payments when licensing our intellectual property, which often occurs
in conjunction with a research and development agreement. When management believes that the license to our
intellectual property has stand-alone value, we generally recognize revenue attributed to the license upon delivery
provided that there are no future performance requirements for use of the license. When management believes that the
license to our intellectual property does not have stand-alone value, we typically recognize revenue attributed to the
license on a straight-line basis over the contractual or estimated performance period. When the performance period is
not specifically identifiable from the agreement, we estimate the performance period based upon provisions contained
within the agreement, such as the duration of the research or development term.

Most of our agreements provide for non-refundable milestone payments. We recognize revenue that is contingent
upon the achievement of a substantive milestone in its entirety in the period in which the milestone is achieved. A
milestone is considered substantive when the consideration payable to us for such milestone (i) is consistent with our
performance necessary to achieve the milestone or the increase in value to the collaboration resulting from our
performance, (ii) relates solely to our past performance and (iii) is reasonable relative to all of the other deliverables
and payments within the arrangement. In making this assessment, we consider all facts and circumstances relevant to
the arrangement, including factors such as the scientific, regulatory, commercial and other risks that must be
overcome to achieve the milestone, the level of effort and investment required to achieve the milestone and whether
any portion of the milestone consideration is related to future performance or deliverables.

For payments payable on achievement of milestones that do not meet all of the conditions to be considered
substantive, we recognize a portion of the payment as revenue when the specific milestone is achieved, and the
contingency is removed, based on the applicable percentage earned of the estimated research or development effort, or
other performance obligations that have elapsed, to the total estimated research and/or development effort attributable
to the milestone. In other cases, when a non-substantive milestone payment is attributed to our future research or
development obligations, we recognize the revenue on a straight-line basis, or other appropriate method, over the
estimated remaining research or development effort. Other contingent event-based payments for which payment is
either contingent solely upon the passage of time or the result of collaborator's performance are recognized when
earned.

We periodically review the estimated performance periods under each of our agreements that provide for
non-refundable up-front payments, license fees or milestone payments. We adjust the periods over which revenue
should be recognized when appropriate to reflect changes in assumptions relating to the estimated performance
periods. We could accelerate revenue recognition in the event of early termination of programs or if our expectations
change. Alternatively, we could decelerate revenue recognition if programs are extended or delayed. While changes to
our estimates have no impact on our reported cash flows, the amount of revenue recorded in future periods could be
materially impacted.

See Note 4 – Collaboration and License Agreements for further information.

Segments

We operate in one reportable segment and, accordingly, no segment disclosures have been presented herein. All of our
equipment, leasehold improvements and other fixed assets are physically located within the U.S., and all agreements
with our partners are denominated in U.S. dollars.

11

Edgar Filing: ARRAY BIOPHARMA INC - Form 10-Q

17



Table of Contents

Concentration of Business Risks

Significant Partnerships

The following significant partners contributed greater than 10% of our total revenue during at least one of the periods
set forth below. The revenue from these partners as a percentage of total revenue was as follows:

Three Months Ended Six Months Ended
December 31, December 31,
2014 2013 2014 2013

Oncothyreon Inc. 76.3 % 8.0 % 65.4 % 6.6 %
Loxo Oncology, Inc. 7.5 8.0 13.0 23.8
AstraZeneca, PLC 0.1 35.9 0.1 17.9
Novartis International Pharmaceutical Ltd. — 26.7 — 26.5

83.9 % 78.6 % 78.5 % 74.8 %

The loss of one or more of our significant partners could have a material adverse effect on our business, operating
results or financial condition. We do not require collateral from our partners, though most pay in advance. Although
we are impacted by economic conditions in the biotechnology and pharmaceutical sectors, management does not
believe significant credit risk exists as of December 31, 2014.

Geographic Information

The following table details revenue by geographic area based on the country in which our partners are located (in
thousands):

Three Months Ended Six Months Ended
December 31, December 31,
2014 2013 2014 2013

North America $26,880 $5,237 $32,873 $15,706
Europe 33 8,794 46 12,553
Asia Pacific 6 35 69 35
Total revenue $26,919 $14,066 $32,988 $28,294

Accounts Receivable

Novartis and Oncothyreon accounted for 81% and 11%, respectively, of our total accounts receivable balances as of
December 31, 2014, compared with 75% and 15%, respectively, of our total accounts receivable balances as of
June 30, 2014.

Recent Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update ("ASU") No. 2014-09, Revenue from Contracts with
Customers, which requires an entity to recognize the amount of revenue to which it expects to be entitled for the
transfer of promised goods or services to customers. ASU No. 2014-09 will replace most existing revenue recognition
guidance in U.S. GAAP when it becomes effective. The new standard is effective for us on July 1, 2017. Early
application is not permitted. The standard permits the use of either the retrospective or cumulative effect transition
method. We are evaluating the effect that ASU No. 2014-09 will have on our financial statements and related
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ongoing financial reporting.
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NOTE 2 – MARKETABLE SECURITIES

Marketable securities consisted of the following as of December 31, 2014 and June 30, 2014 (in thousands):
December 31, 2014

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

Short-term available-for-sale securities:
U.S. treasury securities $55,231 $1 $(5 ) $55,227
Loxo common shares 4,500 13,467 — 17,967
Mutual fund securities 222 — — 222

59,953 13,468 (5 ) 73,416
Long-term available-for-sale securities:
Mutual fund securities 873 — — 873

873 — — 873
Total $60,826 $13,468 $(5 ) $74,289

June 30, 2014
Gross Gross

Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

Short-term available-for-sale securities:
U.S. treasury securities $42,184 $2 $(1 ) $42,185
Mutual fund securities 222 — — 222

42,406 2 (1 ) 42,407
Long-term available-for-sale securities:
Mutual fund securities 640 — — 640

640 — — 640
Total $43,046 $2 $(1 ) $43,047

In August 2014, the Loxo preferred shares we held converted into approximately 1.6 million common shares as a
result of Loxo's IPO. The Loxo common shares have the same $4.5 million cost basis as the Loxo preferred shares we
previously held. The common shares are subject to restrictions on transfer under a lock-up agreement we entered into
with Loxo's underwriters and under Rule 144 of the Securities Act of 1933. Due to these restrictions, we applied a
marketability discount determined with the assistance of a third-party valuation firm to the market price of Loxo's
common stock in order to estimate the fair value of our common shares. We derived an estimated fair value of $18.0
million for the Loxo common shares as of December 31, 2014, after applying this marketability discount. We
recorded an unrealized gain of $13.5 million, representing the difference between the cost basis and the estimated fair
value as of December 31, 2014, as accumulated other comprehensive income in the stockholder's deficit section of our
balance sheet and as a change in unrealized gains and losses on marketable securities in our statement of operations
and comprehensive loss. Our investment in Loxo will be revalued on each balance sheet date.

The majority of the mutual fund securities shown in the above tables are securities held under the Array BioPharma
Inc. Deferred Compensation Plan.
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The estimated fair value of our marketable securities was classified into fair value measurement categories as follows
(in thousands):

December 31, June 30,
2014 2014

Quoted prices in active markets for identical assets (Level 1) $56,322 $43,047
Quoted prices for similar assets observable in the marketplace (Level 2) — —
Significant unobservable inputs (Level 3) 17,967 —
Total $74,289 $43,047

The following table is a roll forward of the fair value of our investment in Loxo common shares, which is determined
using Level 3 inputs (in thousands):

Three Months Ended Six Months Ended
December 31, 2014 December 31, 2014

Balance, beginning of period $19,020 $—
Transfer into Level 3 — 4,500
Change in unrealized gains included in comprehensive loss (1,053 ) 13,467
Balance, end of period $17,967 $17,967

The marketability discount for the Loxo common shares was determined using Finnerty's Average-Strike Put Option
Model, which is based on Level 3 inputs that include the length of restriction period, volatility and dividend yield.
Additionally, due to the short trading history of Loxo's common shares we relied on the average volatility of
comparable companies.

The following table provides quantitative information about the unobservable inputs of our fair value measurements
for Level 3 assets as of December 31, 2014:

Unobservable Inputs Amount

Length of restriction period (in months) 1
Volatility 50%
Dividend yield 0%

As of December 31, 2014, the amortized cost and estimated fair value of available-for-sale securities by contractual
maturity were as follows (in thousands):

Amortized Fair
Cost Value

Due in one year or less $55,231 $55,227
Total $55,231 $55,227

NOTE 3 - TERMINATION AND ASSET TRANSFER AGREEMENT

On December 3, 2014, Array announced that it entered into a Termination and Asset Transfer Agreement dated
November 26, 2014 (the "Binimetinib Agreement"), with Novartis Pharma AG ("Novartis AG") and Novartis
International Pharmaceutical Ltd. ("Novartis"). Under the Binimetinib Agreement, Array, Novartis AG and Novartis
agreed to the terms pursuant to which Array will regain all development and commercialization rights to binimetinib,
a MEK oncology program that we had previously licensed to Novartis under a License Agreement dated April 19,
2010. When the transactions contemplated by the Binimetinib Agreement become effective, the existing License
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Novartis’ divestiture of the binimetinib assets to Array and the termination of the existing License Agreement pursuant
to the Binimetinib Agreement is contingent upon, and will automatically become effective as of the closing of the
transactions announced by Novartis AG and GlaxoSmithKline PLC (the “GSK Transactions”) on April 22, 2014. The
Binimetinib Agreement is also subject to the receipt of regulatory approvals.

The Binimetinib Agreement requires that Novartis, at its expense, transfer or exclusively license to Array all assets,
including intellectual property, regulatory filings, technology, inventory and contract rights, owned by Novartis or its
affiliates that relate to binimetinib worldwide. We will receive an up-front payment of up to $85 million within 30
days of the effective date, which is the closing of the GSK Transactions. Following the effective date, we will have
full rights to develop, manufacture and commercialize binimetinib and, as a result of the termination of the existing
License Agreement, will not be required to pay our portion of accrued co-development costs, including a $15 million
obligation for fiscal year 2014.

In addition, on the effective date of the Binimetinib Agreement, Array, Novartis AG and Novartis will enter into
certain ancillary agreements relating to the transfer of the binimetinib assets, the transition of ongoing clinical trials
and post-closing supply and other transition support obligations of Novartis.

Novartis will be responsible for continued conduct and funding of the ongoing COLUMBUS trial through completion
of last patient first visit, but no later than June 30, 2016. At that time, conduct of the trial will transfer to Array, and
Novartis will continue to reimburse Array for all out-of-pocket costs and one-half of Array’s fully-burdened full-time
employee ("FTE") costs based on an annual FTE rate through the end of the trial. See Note 9 - Subsequent Event for
additional information.

All other clinical trials involving binimetinib, including the Phase 3 NRAS melanoma clinical trial (NEMO) and
Phase 3 low-grade serous ovarian cancer trial (MILO) will continue to be conducted as currently contemplated, with
Novartis providing substantial financial support in the form of reimbursement to Array for all associated out-of-pocket
costs and for one-half of Array’s FTE costs based on an annual FTE rate. At designated points for each trial, Novartis
will transition responsibility and provide this continuing financial support to us for completing the trials.

•
NEMO trial: Novartis will conduct and solely fund the Phase 3 NEMO trial through June 30, 2016. For all NEMO
activities required following that date, we would be responsible for conducting the trial and Novartis would provide
the financial support to us described above.

•MILO trial: We will continue conduct and complete the Phase 3 MILO trial and Novartis will provide financial
support to us as described above.

•

Novartis will conduct and fund, and transfer at designated times all other Novartis sponsored trials, including a series
of planned clinical pharmacology and pediatric trials, through December 31, 2015. For all activities required
following that date, we will be responsible for conducting those trials and Novartis would provide financial support to
us as described above.

•
On the effective date, Novartis will transfer at designated times, and we will oversee the conduct and completion of,
all ongoing and planned investigator sponsored clinical trials. Novartis will provide financial support to us as
described above.

Novartis will remain responsible for conducting and funding development of the NRAS melanoma companion
diagnostic until Premarket Approval is received from the U.S. Food and Drug Administration. Following approval,
Novartis will transfer the product and Premarket Approval to a diagnostic vendor of our designation.

Novartis also retains binimetinib supply obligations for all clinical and commercial needs for up to 30 months after
closing and will also assist us in the technology and manufacturing transfer of binimetinib. Novartis will also provide
Array continued clinical supply of several Novartis pipeline compounds including, but not limited to, LEE011 (CDK
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4/6 inhibitor) and BYL719 (α-PI3K inhibitor), for use in currently ongoing combination studies, and possible future
studies, including Phase 3 trials, with binimetinib.

Each party has also agreed to indemnify and hold the other party and its affiliates harmless from and against certain
liabilities identified in the Binimetinib Agreement and to a general release of claims relating to the existing License
Agreement. The Binimetinib Agreement may be terminated only upon the mutual agreement of Novartis
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and Array or by either Novartis or Array if the GSK Transactions are terminated without the consummation thereof.

As described below under Note 9 - Subsequent Event, on January 19, 2015, Array, Novartis AG and Novartis
amended the Binimetinib Agreement in connection with an Asset Transfer Agreement between Array and Novartis
AG pursuant to which Array will obtain worldwide development and commercialization rights to encorafenib
(LGX818), subject to regulatory approvals and the closing of the GSK Transactions. The amendment modified certain
terms of the Binimetinib Agreement to reflect transfer of encorafenib rights to Array and not to a third party as
originally contemplated.

NOTE 4 – COLLABORATION AND LICENSE AGREEMENTS

The following table summarizes our total revenues related to collaboration and license agreements with our partners,
for the periods indicated (in thousands):

Three Months Ended Six Months Ended
December 31, December 31,
2014 2013 2014 2013

Oncothyreon Inc. (1) $20,527 $1,127 $21,567 $1,859
Loxo Oncology, Inc. 2,011 1,125 4,303 6,725
Celgene 1,713 976 2,689 1,790
Biogen Idec 1,233 — 2,315 —
Genentech, Inc. 99 537 268 2,227
Novartis International Pharmaceutical Ltd. — 3,750 — 7,500
AstraZeneca, PLC 33 5,044 46 5,058
Other partners 1,303 1,507 1,800 3,135
Total revenue $26,919 $14,066 $32,988 $28,294

(1) Includes $382 thousand and $892 thousand for reimbursable expenses during the three months ended
December 31, 2014 and 2013, respectively, and $1.2 million and $1.4 million for reimbursable expenses during the
six months ended December 31, 2014 and 2013, respectively.

Biogen Idec

Array entered into a Drug Discovery Collaboration Agreement with Biogen Idec MA Inc. ("Biogen") in May 2014 for
the discovery and development of Array-discovered inhibitors targeting a novel kinase for the treatment of
autoimmune disorders. Under the terms of the agreement, Biogen and Array will collaborate on the discovery of the
novel kinase inhibitors. Biogen will be responsible for all aspects of clinical development and commercialization.
Pursuant to advance quarterly funding from Biogen, Array will provide staffing to support the discovery program
during the three-year discovery program term, which may be extended for an additional 12-month period upon
consent from both parties. The agreement includes research funding for three years, various milestone payments
payable upon achievement of certain development and commercial milestones, and royalties to Array.

Pursuant to the accounting guidance for revenue recognition for multiple-element arrangements, we identified two
non-contingent deliverables that met the separation criteria, the first being conduct of discovery and pre-IND
manufacturing activities under the discovery program (the “discovery program deliverable”), and participation on the
joint research committee ("JRC") as the second. The discovery program deliverable and the JRC deliverable are both
expected to be delivered throughout the duration of the discovery program term. Revenue recognized under the
Biogen agreement during the periods presented is based upon the level of staffing provided during those periods and
our established FTE rate for research services.
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The agreement will continue on a product-by-product and country-by-country basis until no further payments of any
kind are due to Array. Biogen may terminate the agreement for any reason upon 12 months after the effective date
with three months’ notice, upon Array’s material breach or default under the discovery program, in
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the event of a change of control at Array, or if Array cannot perform any material obligations under the agreement for
a specified period. The agreement may be terminated by either party for an uncured material breach of the agreement
by the other party, or in the event of the other parties’ bankruptcy. Array and Biogen have also agreed to indemnify the
other party for breaches of their respective representations and warranties under the agreement and certain of their
respective activities under the agreement.

Celgene 

Array and Celgene Corporation and Celgene Alpine Investment Co., LLC (collectively "Celgene") entered into a Drug
Discovery and Development Option and License Agreement in July 2013 to collaborate on development of an
Array-invented preclinical development program targeting a novel inflammation pathway. The agreement provides
Celgene an option to select multiple clinical development candidates that Celgene may further develop on an
exclusive basis under the agreement. Celgene also has the option to obtain exclusive worldwide rights to
commercialize one or more of the development compounds it selects upon payment of an option exercise fee to Array.
Array will be responsible for funding and conducting preclinical discovery research on compounds directed at the
target, and Celgene will be responsible for all clinical development and commercialization of any compounds it
selects.

Array received a non-refundable up-front payment of $11 million from Celgene during the first quarter of fiscal 2014.
 Array is also eligible to receive potential milestone payments of up to $376 million based upon achievement of
development, regulatory and sales objectives identified in the agreement, plus royalties on net sales of all drugs.
Additionally, Array will retain all rights to the program if Celgene does not exercise its option.

Pursuant to the accounting guidance for revenue recognition for multiple-element arrangements, we determined that
Array is obligated to deliver three non-contingent deliverables related to the Celgene agreement.  These deliverables
are (i) the performance of research services under the discovery program (the "research services deliverable"), (ii) a
non-exclusive license granted to Celgene to certain Array and collaboration technology for the sole purpose of being
able to perform collaboration activities and (iii) participation on the JRC. The Celgene agreement provides for no
general right of return for any non-contingent deliverable. Both the research services deliverable and the JRC
deliverable meet the separation criteria; however, the non-exclusive license deliverable has no value outside of the
collaboration, therefore, it does not meet the separation criteria and is recognized as a combined unit of accounting
with the research services deliverable. The research services deliverable and the JRC deliverable are both expected to
be delivered throughout the duration of the option term, which is the period of time between the effective date of the
agreement and the earlier of a specified amount of time after the completion of certain preclinical studies to be
conducted under the Celgene agreement, or three years after the effective date. The option term may be extended by
Celgene for an additional one-year period under certain circumstances specified in the agreement.

The exclusive license that Celgene may obtain by exercising its option and paying an exercise fee to Array is a
contingent deliverable due to the uncertainty regarding whether Celgene will exercise its option. Therefore, we did not
allocate any of the up-front payment received to this contingent deliverable.

Determining a selling price for the research services deliverable required the use of certain estimates, including our
estimate for the expected length of the option term, which we believed would be three years, and the number of FTEs
required for the conduct of the discovery program. We utilized vendor-specific objective evidence for our FTE costs
related to activities to be performed by Array scientists, as well as third-party estimates to determine the costs of the
preclinical studies that we plan to outsource. We estimated a selling price for the JRC deliverable by estimating the
time required for our scientists to perform their obligations and utilized our established FTE rate for research services
as an estimate of what we would bill for this time if we sold this deliverable on a stand-alone basis.
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The majority of the up-front payment received is for the performance of research services, which we are recognizing
in collaboration revenue over the estimated option term, which originally was estimated to be three years. During the
three months ended December 31, 2014, we revised this estimate to just over two years. Therefore, we have
prospectively adjusted recognition of the unrecognized portion of the up-front payment at the time of the change in
estimate over the revised remaining option period. Deferred revenue balances were $4.6 million and $7.3 million at
December 31, 2014 and June 30, 2014, respectively.  
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The Celgene agreement will continue on a country-by-country basis until the termination of the royalty payment
obligations or, if earlier, the termination of the agreement in accordance with its terms. The agreement may be
terminated by either party for an uncured material breach by the other party. In addition, Celgene may terminate the
agreement in its entirety or as to any collaboration compound by giving Array six months’ prior notice, and in any such
event the rights to any terminated programs would revert to Array and Celgene’s obligation to pay milestones or
royalties with respect to any terminated programs would terminate. If Celgene does not exercise its option to obtain an
exclusive license, the period of exclusivity to be observed by Array under the agreement will end upon expiration of
the option term. If Celgene does exercise its option, the period of exclusivity will continue as long as Celgene either
has an active development program for, or is commercializing, a compound selected under the agreement, and Array
continues to be entitled to receive milestones or royalties under the agreement. Array and Celgene have also agreed to
indemnify the other party for breaches of their respective representations and warranties under the agreement and
certain of their respective activities under the agreement.

Genentech, Inc.

We entered into a Licensing and Collaboration Agreement with Genentech Inc. ("Genentech") in December 2003 for
development of small molecule drugs invented by Array directed at multiple therapeutic targets in the field of
oncology. In August 2011, we entered into a License Agreement with Genentech for the development of each
company’s small-molecule Checkpoint kinase 1 ("Chk-1") program in oncology. 

Under the 2003 agreement, Genentech made an up-front payment and provided research funding to Array, and we are
entitled to receive additional milestone payments based on achievement of certain development and
commercialization milestones and royalties on certain resulting product sales under the agreement. The 2003
agreement was expanded in 2005, 2008, and 2009 to develop clinical candidates directed against additional targets
and, in 2010 the term of funded research was extended through January 2013, after which the research term ended. We
have received up-front and milestone payments totaling $23.5 million under the 2003 agreement, including a $1.0
million milestone earned during the first quarter of fiscal 2014. We are eligible to earn an additional $23.0 million in
payments if Genentech continues development and achieves the remaining milestones set forth in the 2003 agreement.

The partnered drugs under the Chk-1 agreement include Genentech’s compound GDC-0425 and Array’s compound
GDC-0575 (ARRY-575).  In 2014, Genentech selected GDC-0575 over GDC-0425 to advance into further clinical
trials. Under the terms of the Chk-1 collaboration agreement, Genentech acquired a license to Array’s compound
GDC-0575 and is responsible for all clinical development and commercialization activities. We received an up-front
payment of $28 million during the first quarter of fiscal 2012 and are eligible to receive payments of up to $380
million based on the achievement of clinical and commercial milestones under this agreement.  We will also receive
up to double-digit royalties on sales of any drugs resulting from the Chk-1 agreement.

Pursuant to the accounting guidance for revenue recognition for multiple-element arrangements, we determined that
Array is obligated to deliver three non-contingent deliverables related to the Chk-1 agreement that meet the separation
criteria and therefore are treated as separate units of accounting.  These deliverables are (i) the delivery of specified
clinical materials for GDC-0575 for use in future clinical trials, (ii) the transfer of the license and related technology
with ongoing regulatory services to assist in filing the Investigational New Drug ("IND") application and to provide
supporting data, and (iii) activities related to the achievement of a specified milestone. The Chk-1 agreement provides
for no general right of return for any non-contingent deliverable.

The first and second non-contingent deliverables were completed during fiscal 2012 and revenue for both of these
deliverables was recognized in full during that period. We are recognizing revenue allocated to the third obligation
over the period from inception of the Chk-1 agreement until such time that the specified milestone is achieved.
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The Chk-1 agreement also includes a contingent deliverable whereby Genentech could, at its sole option, require us to
perform chemistry, manufacturing and control ("CMC") activities for additional drug product or improved processes. 
The CMC option is a contingent deliverable because the scope, likelihood and timing of the potential services are
unclear. Certain critical terms of the services have not yet been negotiated, including the fee that we would receive for
the service and Genentech could elect to acquire the drug materials without our assistance either by manufacturing
them in-house or utilizing a third-party vendor. Therefore, no portion of the up-front payment was allocated to the
contingent CMC services.
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The determination of the stand-alone value for each non-contingent deliverable under the Chk-1 agreement required
the use of significant estimates, including estimates of the time to complete the transfer of related technology and to
assist in filing the IND. Further, to determine the stand-alone value of the license and initial milestone, we considered
the negotiation discussions that led to the final terms of the agreement, publicly-available data for similar licensing
arrangements between other companies and the economic terms of previous collaborations Array has entered into with
other partners. We also considered the likelihood of achieving the initial milestone based on our historical experience
with early stage development programs and on the ability to achieve the milestone with either of the two partnered
drugs, GDC-0425 or GDC-0575. Taking into account these factors, we allocated a portion of the up-front payment to
the first milestone. No portion of any revenue recognized is refundable.

We had deferred revenue balances of $99 thousand and $367 thousand for Genentech at December 31, 2014 and
June 30, 2014, respectively.

Genentech may terminate the 2003 agreement in its entirety upon four months' written notice to Array, and may
terminate the Chk-1 agreement upon 60 days' written notice to Array. Under the Chk-1 agreement, either party may
terminate upon a material breach by the other party that is not cured within the specified time period. If Genentech
terminates the Chk-1 agreement due to a material breach by Array, the license to Genentech becomes irrevocable and
the royalty to Array will be reduced to a specified percentage. If the Chk-1 agreement is terminated by Genentech for
convenience or by Array due to a material breach by Genentech, the license granted to Genentech will terminate,
Genentech will continue to be required to pay milestone and royalty payments on any programs for which Genentech
had initiated clinical development and Array's exclusivity obligations will continue so long as Genentech is
developing or commercializing at least one product subject to the Chk-1 agreement. Array and Genentech have also
agreed to indemnify the other party for breaches of representations or warranties made under the Chk-1 agreements
and for certain of their respective activities under the Chk-1 agreement.

Loxo Oncology, Inc.

In July 2013, Array entered into a Drug Discovery Collaboration Agreement with Loxo and granted Loxo exclusive
rights to develop and commercialize certain Array-invented compounds targeted at the tropomyosin kinase ("Trk")
family of receptors, including LOXO-101, which is currently in a Phase 1 trial. In April 2014, Array and Loxo
amended the agreement to expand the research activities under the agreement. Under the terms of the amended
agreement, Loxo will fund further preclinical research to be conducted by Array during the remainder of the
three-year discovery research phase, which may be extended by Loxo for up to two additional one-year renewal
periods. In addition, Loxo will fund further discovery and preclinical research to be conducted by Array directed at
other targets during the research phase of the agreement. Loxo will be responsible for all additional preclinical and
clinical development and commercialization.

In consideration of the exclusive license and rights granted to Loxo under the agreement, Array received shares of
Loxo non-voting preferred stock representing an initial 19.9% interest in the newly-formed entity and following
additional financings by Loxo, Array's ownership interest in Loxo as of June 30, 2014 was 15.3%. All of the shares of
preferred stock held by Array converted into shares of common stock on the closing date of Loxo's IPO, and currently
represent less than a 10% ownership interest in Loxo. Array also receives advance payments for preclinical research
and other services that Array is providing during the term of the discovery program and is eligible to receive up to
$435 million in milestone payments if certain clinical, regulatory and sales milestones are achieved plus royalties on
sales of any resulting drugs.

Pursuant to the accounting guidance for revenue recognition for multiple-element arrangements, we determined that
Array is obligated to deliver three non-contingent deliverables related to the Loxo agreement.  These deliverables are
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(i) the conduct of the research activities under the discovery program, including related technology transfer (the
"research services deliverable"), (ii) an exclusive worldwide license granted to Loxo to certain Array technology and
Array's interest in collaboration technology, as well as exclusive worldwide marketing rights (the "license
deliverable") and (iii) participation on the JRC. The Loxo agreement provides for no general right of return for any
non-contingent deliverable. All of the identified non-contingent deliverables meet the separation criteria; therefore,
they are each treated as separate units of accounting. Delivery of the research services and JRC participation
obligations will be completed throughout the remainder of the three-year discovery program term. The license
deliverable was complete as of September 30, 2013.
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To determine the stand-alone value of the license, we considered our negotiation discussions with Loxo that led to the
final terms of the agreement, publicly-available data for similar licensing arrangements between other companies and
the economic terms of previous collaborations Array has entered into with other partners. We also considered the
estimated valuation of the preferred shares performed by an independent third-party and concluded that this value
reasonably approximated the estimated selling price of the related license. We determined a selling price for the
research services deliverable using our established annual FTE rate, which represents vendor-specific objective
evidence for any FTE costs related to activities to be performed by Array scientists. We determined an estimated
selling price for the JRC deliverable by estimating the time required for our scientists to perform their obligations and
utilized our established FTE rate for research services as an estimate of what we would bill for this time if we sold this
deliverable on a stand-alone basis.

The receipt of the preferred shares was in consideration for the license deliverable. We allocated an amount of
consideration under the Loxo agreement to the license deliverable equal to the fair value of the shares received after
consideration of the other factors above.  We chose the fair value of the shares received as this was a more evident and
readily determinable measure as compared to the alternative method for determining the consideration to allocate to
the license deliverable, which was the fair value for the exclusive license. The valuation of the preferred shares
required the use of significant assumptions and estimates, including assumptions about the estimated volatility of the
equity, the estimated time to a liquidity event, and the likelihood of Loxo obtaining additional future financing.
During the first quarter of fiscal 2014, we recognized the full $4.5 million estimated fair value of the preferred shares
received in license revenue as delivery of the shares was not contingent upon either the delivery of additional items or
meeting other specified performance conditions.

The remaining consideration under the amended Loxo agreement, which Loxo pays to Array in advance quarterly
payments, was allocated between the research services and JRC participation deliverables and will be recognized as
the services are rendered throughout the discovery program term. We had deferred revenue balances of $762 thousand
and $625 thousand for Loxo at December 31, 2014 and June 30, 2014, respectively.

The April 2014 amendment added several contingent deliverables related to either increasing the number of FTEs
performing research services for Loxo on a monthly basis in exchange for an advance payment, or rights to
discontinue research activities for fewer targets in exchange for additional payments to be made to Array. All of the
obligations added to the arrangement by the amendment were considered contingent because the likelihood and timing
of these deliverables is uncertain and therefore, the potential consideration associated with these obligations was not
included in the total allocable consideration.

In July 2014, we began performing additional CMC-related services for Loxo that are agreed to between the parties on
a project level basis. Each project may consist of a single deliverable or multiple deliverables and each is evaluated for
proper revenue recognition as a multiple-element arrangement when appropriate. A portion of the December 31, 2014
deferred revenue balance relates to these additional CMC services.

The amended Loxo agreement will continue on a country-by-country basis until the termination of the royalty
payment obligations, unless terminated earlier by the parties in accordance with its terms. The agreement may be
terminated by either party upon the failure of the other party to cure any material breach of its obligations under the
agreement, provided that, so long as Loxo is reasonably able to pay its debts as they are due, Array will only be
entitled to seek monetary damages, and will not have the right to terminate the amended agreement in the event of
Loxo's breach after expiration of the discovery program term. Loxo also has the right to terminate the amended
agreement or to terminate discovery research with respect to any targets under development with six months’ notice to
Array. If Loxo terminates the amended agreement for convenience, all licenses granted to Loxo will terminate and
Array will have all rights to further develop and commercialize the licensed programs. The period of exclusivity to be
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observed by Array under the amended Loxo agreement will continue as long as Loxo either has an active research
and/or development program for a target and the program could result in the receipt of milestones or royalties under
the program by Array, or as long as Loxo is commercializing a product for a target under the amended agreement.
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Novartis International Pharmaceutical Ltd.  

Array entered into a License Agreement with Novartis in April 2010, which grants Novartis the exclusive worldwide
right to co-develop and commercialize binimetinib, as well as other specified MEK inhibitors. Array will regain these
rights and the existing License Agreement will terminate on the effective date of the Binimetinib Agreement
following closing of the GSK Transactions, as discussed in Note 3 - Termination and Asset Transfer Agreement.
Under the License Agreement, we have elected to conduct further development of binimetinib as a single agent in a
Phase 3 trial of patients with low-grade serous ovarian cancer. Novartis is responsible for all other development
activities and for the commercialization of products under the agreement, subject to our option to co-detail approved
drugs in the U.S.

In consideration for the rights granted to Novartis under the License Agreement, we received $45 million in the fourth
quarter of fiscal 2010, which was comprised of an up-front fee and a milestone payment. In March 2011, we earned a
$10 million milestone payment, which was received in the fourth quarter of fiscal 2011. In June 2013, we earned a $5
million milestone payment, which was received during the first quarter of fiscal 2014. We recognized the up-front fee
and milestone payments under the License Agreement on a straight-line basis from April 2010 through April 2014.
We are eligible to receive up to approximately $408 million in additional aggregate milestone payments if all clinical,
regulatory and commercial milestones specified in the License Agreement are achieved for binimetinib. Novartis will
also pay us royalties on worldwide sales of any approved drugs. In addition, as long as we continue to co-develop
products under the program, the royalty rate on U.S. sales is significantly higher than the rate on sales outside the
U.S., as described below under Co-Development Arrangement. Our right to receive potential milestone payments and
royalties will terminate on the effective date of the Binimetinib Agreement.

The License Agreement will be in effect on a product-by-product and country-by-country basis until no further
payments are due with respect to the applicable product in the applicable country, unless terminated earlier, or until
the effective date of the Binimetinib Agreement. Either party may terminate the agreement in the event of an uncured
material breach of a material obligation under the agreement by the other party upon 90 days' prior notice. Novartis
may terminate portions of the agreement following a change in control of Array and may terminate the agreement in
its entirety or on a product-by-product basis with 180 days' prior notice. Array and Novartis have each further agreed
to indemnify the other party for manufacturing or commercialization activities conducted by it under the agreement, or
for negligence, willful misconduct or breach of covenants, warranties or representations made by it under the
agreement.

Co-Development Arrangement

The License Agreement also contains co-development rights whereby we can elect to pay a share of the combined
total development costs, subject to a maximum amount with annual caps. During the first two years of the
co-development period, Novartis reimbursed us for 100% of our development costs. We began to pay our share of the
combined development costs that had accrued since inception of the program, with payments to Novartis of $9.2
million and $11.3 million in the second quarters of fiscal 2013 and fiscal 2014, respectively, in accordance with the
terms of the License Agreement. During fiscal 2014, we committed to continue our co-development contribution
through fiscal 2015. We recorded co-development liabilities of $25.0 million and $16.2 million as of December 31,
2014 and June 30, 2014, respectively. We have the right to opt out of paying our share of the combined development
costs on an annual basis after fiscal 2015, in which case, the U.S. royalty rate would then be reduced for any such
product based on a pre-specified formula, subject to a minimum that equals the royalty rate on sales outside the U.S.
Additionally, we would no longer have the right to develop or co-detail such product.  The License Agreement, and
therefore our co-development liability, will terminate upon the effective date of the Binimetinib Agreement, as
discussed above in Note 3 - Termination and Asset Transfer Agreement.
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We record a receivable in accounts receivables on the balance sheet for the amounts due from Novartis for the
reimbursement of our development costs in excess of the annual cap. We record expense in cost of partnered programs
on the statement of operations and comprehensive loss for our share of the combined development costs and accrue
these costs on our balance sheet in co-development liability.

Our share of the combined development costs was $5.4 million and $5.3 million during the three months ended
December 31, 2014 and 2013, respectively, and $9.8 million during each of the six months ended December 31, 2014
and 2013. We had related receivables of $4.0 million and $4.1 million as of December 31, 2014 and 
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June 30, 2014, respectively, for the reimbursable development costs we incurred during the respective preceding
three-month periods in excess of the annual cap. Upon the closing of the transactions contemplated by the Binimetinib
Agreement, our co-development liability, and any receivables from Novartis then outstanding under the License
Agreement, will be eliminated and costs associated with the ongoing clinical trials for binimetinib will be paid by
Novartis for the periods and as provided in the Binimetinib Agreement. See Note 3 - Termination and Asset Transfer
Agreement.

Oncothyreon Inc.

License Agreement

Effective December 11, 2014, Array entered into a License Agreement with Oncothyreon Inc. ("Oncothyreon").
Pursuant to the License Agreement, Array has granted Oncothyreon an exclusive license to develop, manufacture and
commercialize ONT-380 (previously known also as ARRY-380), an orally active, reversible and selective
small-molecule HER2 inhibitor. The License Agreement replaces and terminates the prior Development and
Commercialization Agreement under which Oncothyreon and Array were jointly developing ONT-380, and going
forward, Oncothyreon will be solely responsible for all preclinical and clinical development, regulatory and
commercialization activities relating to ONT-380.

Under the terms of the License Agreement, Oncothyreon paid Array a non-refundable, up-front fee of $20 million. In
addition, if Oncothyreon sublicenses rights to ONT-380 to a third party, Oncothyreon will pay Array a percentage of
any sublicense payments it receives, with the percentage varying according to the stage of development of ONT-380
at the time of the sublicense. If Oncothyreon is acquired within three years of the effective date of the License
Agreement, and ONT-380 has not been sublicensed to another entity prior to such acquisition, then the acquirer will
be required to make certain milestone payments of up to $280 million to Array, which are primarily based on potential
ONT-380 sales. Array is also entitled to receive up to a double-digit royalty based on net sales of ONT-380.

Pursuant to the accounting guidance for revenue recognition for multiple-element arrangements, we determined that
the exclusive license is the only non-contingent deliverable with stand-alone value under the License Agreement.
Array must also expend a nominal amount of effort related to technology transfer, which was completed as of
December 31, 2014, but because the technology transfer deliverable does not meet the separation criteria, it was
recognized as a combined unit of accounting with the license. Potential payments for a percentage of sublicensing
rights, milestone payments and royalties cannot be estimated. Also, at its separate expense Oncothyreon may request
additional technology transfer and/or transition services from Array. Due to uncertainty of the likelihood and timing of
all of the potential payments and additional services, their consideration is not considered fixed and determinable,
therefore no portion of the up-front fee has been allocated to them.

The entire $20 million up-front fee was allocated to the combined license/initial technology transfer unit of
accounting, which we recognized in full in license revenue during December 2014.

The License Agreement will expire on a country-by-country basis on the later of 10 years following the first
commercial sale of the product in each respective country or expiration of the last to expire patent covering the
product in such country, but may be terminated earlier by either party upon material breach of the License Agreement
by the other party or the other party’s insolvency, or by Oncothyreon on 180 days' notice to Array. Oncothyreon and
Array have also agreed to indemnify the other party for certain of their respective warranties and obligations under the
License Agreement.

Development and Commercialization Agreement
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Our May 2013 Development and Commercialization Agreement with Oncothyreon was a collaboration to develop and
commercialize ONT-380 for the treatment of cancer. This agreement was terminated effective December 11, 2014.
Oncothyreon paid Array a one-time up-front fee of $10 million and received a license to ONT-380 enabling it to
perform its development activities under this terminated agreement. This up-front fee was allocated to the license
deliverable and was recorded as revenue during the three months ended June 30, 2013. Oncothyreon was responsible
for conducting the clinical development of ONT-380 through a defined set of proof-of-concept trials and was also
responsible for all development costs incurred by or on behalf of either party with respect to these proof-of-concept
trials.
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NOTE 5 – LONG-TERM DEBT

Long-term debt consists of the following (in thousands): 
December 31, June 30,
2014 2014

Comerica term loan $14,550 $14,550
Convertible senior notes 132,250 132,250
Long-term debt, gross 146,800 146,800
Less: Unamortized debt discount (40,193 ) (42,848 )
Long-term debt, net $106,607 $103,952

Comerica Bank

We entered into a Loan and Security Agreement with Comerica Bank dated June 28, 2005, which has been
subsequently amended and provides for a $15 million term loan and a revolving line of credit of $6.8 million. The
term loan bears interest at a variable rate and we currently have $14.6 million outstanding under the term loan. The
revolving line of credit was established to support standby letters of credit in relation to our facilities leases, and has
not been drawn upon.

Under the terms of the amended Loan and Security Agreement, the term loan will mature in October 2017 and the
revolving line of credit will mature in June 2015. Effective December 31, 2013, the interest rate on the term loan was
amended to be equal to the Prime Rate, if the balance of our cash, cash equivalents and marketable securities
maintained at Comerica is greater than or equal to $10 million, or equal to the Prime Rate plus 2% if this balance is
less than $10 million. As of December 31, 2014, the term loan with Comerica had an interest rate of 3.25% per
annum.

The Loan and Security Agreement requires us to maintain a balance of cash at Comerica that is at least equivalent to
our total outstanding obligation under the term loan if our overall balance of cash, cash equivalents and marketable
securities at Comerica and approved outside accounts is less than $22 million. Additionally, we are required to comply
with a financial covenant that applies if we draw down on the revolving line of credit. In this event, we must maintain
a ratio equal to at least 1.25 to 1.00 as of the last day of each month calculated as follows: (A) total cash, cash
equivalents and marketable securities less all outstanding obligations to Comerica under the term loan, plus specified
percentages of the respective values of eligible accounts, equipment and eligible inventory, divided by (B) the
aggregate amount outstanding under the revolving letter of credit sublimit. No amounts are outstanding under the
revolving line of credit and we do not expect to make any draws under this facility.

Our obligations under the amended Loan and Security Agreement are secured by a first priority security interest in all
of our assets, other than our intellectual property. The amended Loan and Security Agreement contains representations
and warranties and affirmative and negative covenants that are customary for credit agreements of this type. Our
ability to, among other things, sell certain assets, engage in a merger or change in control transaction, incur debt, pay
cash dividends and make investments, are restricted by the Loan and Security Agreement as amended. The amended
Loan and Security Agreement also contains events of default that are customary for credit agreements of this type,
including payment defaults, covenant defaults, insolvency type defaults and events of default relating to liens,
judgments, material misrepresentations and the occurrence of certain material adverse events.

We use a discounted cash flow model to estimate the fair value of the Comerica term loan. The fair value was
estimated at $14.6 million as of both December 31, 2014 and June 30, 2014, and was classified using Level 2,
observable inputs other than quoted prices in active markets.
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3.00% Convertible Senior Notes Due 2020

On June 10, 2013, through a registered underwritten public offering, we issued and sold $132.3 million aggregate
principal amount of 3.00% convertible senior notes due 2020 (the "Notes"), resulting in net proceeds to Array of
approximately $128.0 million after deducting the underwriting discount and offering expenses.
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The Notes are the general senior unsecured obligations of Array. The Notes will bear interest at a rate of 3.00% per
year, payable semi-annually on June 1 and December 1 of each year. The Notes will mature on June 1, 2020, unless
earlier converted by the holders or redeemed by us.

Prior to March 1, 2020, holders may convert the Notes only upon the occurrence of certain events described in a
supplemental indenture we entered into with Wells Fargo Bank, N.A., as trustee, upon issuance of the Notes. On or
after March 1, 2020, until the close of business on the scheduled trading day immediately prior to the maturity date,
holders may convert their Notes at any time. Upon conversion, the holders will receive, at our option, shares of our
common stock, cash or a combination of shares and cash. The Notes will be convertible at an initial conversion rate of
141.8641 shares per $1,000 in principal amount of Notes, equivalent to a conversion price of approximately $7.05 per
share. The conversion rate is subject to adjustment upon the occurrence of certain events described in the
supplemental indenture. Holders of the Notes may require us to repurchase all or a portion of their Notes for cash at a
price equal to 100% of the principal amount of the Notes to be purchased, plus accrued and unpaid interest, if there is
a qualifying change in control or termination of trading of our common stock.

On or after June 4, 2017, we may redeem for cash all or part of the outstanding Notes if the last reported sale price of
our common stock exceeds 130% of the applicable conversion price for 20 or more trading days in a period of 30
consecutive trading days ending within seven trading days immediately prior to the date we provide the notice of
redemption to holders. The redemption price will equal 100% of the principal amount of the Notes to be redeemed,
plus all accrued and unpaid interest. If we were to provide a notice of redemption, the holders could convert their
Notes up until the business day immediately preceding the redemption date.

In accordance with ASC Subtopic 470-20, we used an effective interest rate of 10.25% to determine the liability
component of the Notes. This resulted in the recognition of $84.2 million as the liability component of the Notes and
the recognition of the residual $48.0 million as the debt discount with a corresponding increase to additional paid-in
capital for the equity component of the Notes. The underwriting discount and estimated offering expenses of $4.3
million were allocated between the debt and equity issuance costs in proportion to the allocation of the liability and
equity components of the Notes. Debt issuance costs of $2.7 million were included in other long-term assets on our
balance sheet as of the issuance date. Equity issuance costs of $1.6 million were recorded as an offset to additional
paid-in capital. The debt discount and debt issuance costs will be amortized as non-cash interest expense through June
1, 2020. The balance of unamortized debt issuance costs was $2.3 million and $2.4 million as of December 31, 2014
and June 30, 2014, respectively.

The fair value of the Notes was approximately $123.3 million and $132.3 million at December 31, 2014 and June 30,
2014, respectively, and was determined using Level 2 inputs based on their quoted market values.

Summary of Interest Expense

The following table shows the details of our interest expense for all of our debt arrangements outstanding during the
periods presented, including contractual interest, and amortization of debt discount, debt issuance costs and loan
transaction fees that were charged to interest expense (in thousands):

Three Months Ended Six Months Ended
December 31, December 31,
2014 2013 2014 2013

Comerica Term Loan
Simple interest $122 $120 $243 $241
Amortization of fees paid for letters of credit 11 9 23 29
Total interest expense on the Comerica term loan 133 129 266 270
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Convertible Senior Notes
Contractual interest 992 1,003 1,984 1,995
Amortization of debt discount 1,344 1,227 2,654 2,410
Amortization of debt issuance costs 76 69 150 136
Total interest expense on the convertible senior notes 2,412 2,299 4,788 4,541
Total interest expense $2,545 $2,428 $5,054 $4,811
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NOTE 6 – STOCKHOLDERS’ DEFICIT

Controlled Equity Offering

On March 27, 2013, we entered into a Sales Agreement with Cantor Fitzgerald & Co. ("Cantor"), pursuant to which
we could sell up to $75 million in shares of our common stock from time to time through Cantor, acting as our sales
agent, in an at-the-market offering. We completed the sale of all shares available under the Sales Agreement in June
2014. On August 15, 2014, we amended the Sales Agreement with Cantor to allow us to sell up to $47.5 million in
additional shares under the Sales Agreement. All sales of shares have been and will continue to be made pursuant to
an effective shelf registration statement on Form S-3 filed with the SEC. We pay Cantor a commission of
approximately 2% of the aggregate gross proceeds we receive from all sales of our common stock under the Sales
Agreement. Unless otherwise terminated, the amended Sales Agreement continues until the earlier of selling all shares
available under the Sales Agreement, or March 27, 2016.

The following table summarizes our total sales under the Sales Agreement for the periods indicated (in thousands,
except per share amounts):

Six Months Ended
December 31,
2014 2013

Total shares of common stock sold 6,541 7,068
Average price per share $4.69 $6.34
Gross proceeds $30,702 $44,810
Commissions earned by Cantor $614 $906

NOTE 7 – RESTRUCTURING CHARGES

Fiscal 2014 Restructuring

On August 5, 2013, we implemented a 20% reduction in our workforce to support our strategy to fund our
development organization with strategic collaborations and to focus our resources to progress our hematology and
oncology programs to later stage development. The actions associated with the reductions were substantially
completed during the first quarter of fiscal 2014 and, as a result of the reductions, we recorded a one-time
restructuring charge of $2.8 million for termination benefits in the same period. Of this charge, $2.2 million was
recorded in research and development for proprietary programs and $602 thousand was recorded in general and
administrative expense. The restructuring charge is associated with cash payments of $2.6 million and $194 thousand
made during the first quarter and second quarter, respectively, of fiscal 2014.

NOTE 8 – SUBSEQUENT EVENT

On January 19, 2015, Array entered into an Asset Transfer Agreement (the “Encorafenib Agreement”) with Novartis
AG. Under the Encorafenib Agreement, Array and Novartis AG agreed to the terms pursuant to which Array will
obtain worldwide development and commercialization rights to encorafenib (LGX818), a BRAF oncology product. At
the same time, Array, Novartis AG and Novartis amended the Binimetinib Agreement, as discussed in Note 3 -
Termination and Asset Transfer Agreement, pursuant to which Array will regain worldwide development and
commercialization rights to binimetinib, a MEK oncology product that we had previously licensed to Novartis, in
order to reflect transfer of encorafenib rights to Array and not to a third party as originally contemplated.
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Novartis AG's divestiture of the encorafenib assets to Array pursuant to the Encorafenib Agreement is contingent
upon, and will automatically become effective as of the closing of the GSK Transactions. The Encorafenib Agreement
is also subject to the receipt of regulatory approvals.

Subject to the terms thereof, the Encorafenib Agreement requires that Novartis AG transfer or exclusively license to
Array all assets, including intellectual property, regulatory filings, technology, inventory, the companion diagnostic
partner agreement, and other contract rights, owned by Novartis AG or its affiliates that relate to
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encorafenib worldwide. Following the effective date and subject to certain commitments further described below, we
will have worldwide rights to develop, manufacture and commercialize encorafenib.

On the effective date of the Encorafenib Agreement, Array and Novartis AG will enter into certain ancillary
agreements relating to the transfer of the encorafenib assets and the transition of certain ongoing clinical trials and
post-closing supply obligations of Novartis. Array and Novartis will also enter into a divestiture commitment
agreement pursuant to which Array agrees to obtain an experienced partner for global development and
commercialization in the European Economic Area of both binimetinib and encorafenib, as described more fully
below.

All other clinical trials involving encorafenib, including the COLUMBUS trial, will continue to be conducted as
currently contemplated until completion or transition to Array, with Novartis providing substantial financial support in
the form of reimbursement to Array for out-of-pocket costs and for one-half of Array’s fully-burdened FTE costs based
on an annual FTE rate in connection with completing the trials. At designated points for each trial, Novartis will
transition responsibility and provide this continuing financial support to us for completing the trials.

Novartis will also supply encorafenib for clinical and commercial use for up to 30 months after closing, during which
time Novartis will assist us in the technology and manufacturing transfer of encorafenib.  Novartis will also provide
Array continued clinical supply of several Novartis pipeline compounds including, but not limited to, LEE011 (CDK
4/6 inhibitor) and BYL719 (α-PI3K inhibitor), for use in currently ongoing combination studies, and possible future
studies, including Phase 3 trials, with encorafenib.

Each party has also agreed to indemnify and hold the other party and its affiliates harmless from and against certain
liabilities identified in the Encorafenib Agreement. Provided regulatory approval is obtained, the Encorafenib
Agreement may be terminated only upon the mutual agreement of Novartis AG and Array or by either Novartis AG or
Array if the GSK Transactions are terminated without the consummation thereof. If the Encorafenib Agreement
terminates for any reason, the amendment to the Binimetinib Agreement (other than certain financial terms thereof)
will terminate and be of no force and effect.

In order to address competition concerns raised by the European Commission, as part of the agreement, we have
committed to obtain an experienced partner for global development and European commercialization of both
binimetinib and encorafenib acceptable to the European Commission. We have granted a conditional license
permitting the licensee to develop encorafenib and binimetinib worldwide and to exclusively commercialize both
products in the European Economic Area. If we are unable, in the prescribed time period, to negotiate a collaboration
and license agreement with a partner and on terms acceptable to the European Commission, the conditional license
will be assigned to a trustee approved by the European Commission, who will thereafter sell the license to a suitable
third party for no minimum price.

In addition, we agreed to undertake to obtain certain third party consents or waivers necessary for us to consummate
the transactions under the Encorafenib Agreement.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Management’s Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995, including statements about our
expectations related to the progress, continuation, timing and success of drug discovery and development activities
conducted by Array and by our partners, our ability to obtain additional capital to fund our operations, changes in our
research and development spending, realizing new revenue streams and obtaining future out-licensing or collaboration
agreements that include up-front, milestone and/or royalty payments, our ability to realize up-front milestone and
royalty payments under our existing or any future agreements, future research and development spending and
projections relating to the level of cash we expect to use in operations, our working capital requirements and our
future headcount requirements. In some cases, forward-looking statements can be identified by the use of terms such
as “may,” “will,” “expects,” “intends,” “plans,” “anticipates,” “estimates,” “potential,” or “continue,” or the negative thereof or other
comparable terms. These statements are based on current expectations, projections and assumptions made by
management and are not guarantees of future performance. Although we believe that the expectations reflected in the
forward-looking statements contained herein are reasonable, these expectations or any of the forward-looking
statements could prove to be incorrect and actual results could differ materially from those projected or assumed in the
forward-looking statements. Our future financial condition, as well as any forward-looking statements are subject to
significant risks and uncertainties including, but not limited to the factors set forth under the heading “Item 1A. Risk
Factors” under Part II of this Quarterly Report on Form 10-Q and under Part I of our Annual Report on Form 10-K for
the fiscal year ended June 30, 2014, and in other reports we file with the SEC. All forward-looking statements are
made as of the date of this report and, unless required by law, we undertake no obligation to update any
forward-looking statements. 

The following discussion of our financial condition and results of operations should be read in conjunction with our
unaudited financial statements and related notes included elsewhere in this Quarterly Report on Form 10-Q, our
audited financial statements and related notes to those statements included in our Annual Report on Form 10-K for the
fiscal year ended June 30, 2014, and with the information under the heading "Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations" in our Annual Report on Form 10-K for the fiscal year
ended June 30, 2014. The terms “we,” “us,” “our,” "the Company," or "Array" refer to Array BioPharma Inc.

Our fiscal year ends on June 30. When we refer to a fiscal year or quarter, we are referring to the year in which the
fiscal year ends and the quarters during that fiscal year. Therefore, fiscal 2015 refers to the fiscal year ending June 30,
2015, and the second or current quarter refers to the quarter ended December 31, 2014.

Overview

Array is a biopharmaceutical company focused on the discovery, development and commercialization of targeted
small molecule drugs to treat patients afflicted with cancer. Six Phase 3 studies are currently enrolling patients. These
programs include two partnered cancer drugs, selumetinib (AstraZeneca) and binimetinib (MEK162/Novartis)

Our most advanced wholly-owned clinical stage drugs include:
Proprietary
Program Indication
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