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(Registrant’s telephone number, including area code)

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 website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) 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.

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest
practicable date. 30,148,039 shares of Common Stock, par value $0.0001 per share, were outstanding as of November
3, 2014.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report contains forward-looking statements within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act. Any statements about our expectations, beliefs, plans,
objectives, assumptions or future events or performance are not historical facts and may be forward looking. These
forward-looking statements include, but are not limited to, statements about:

�the development of our drug candidates, including when we expect to undertake, initiate and complete clinical trials
of our product candidates;
�the regulatory approval of our drug candidates;
�our use of clinical research organizations and other contractors;
�our ability to find collaborative partners for research, development and commercialization of potential products;
�our ability to market any of our products;
�our history of operating losses;
�our expectations regarding our costs and expenses;
�our anticipated capital requirements and estimates regarding our needs for additional financing;
�our ability to compete against other companies and research institutions;
�our ability to secure adequate protection for our intellectual property;
�our ability to attract and retain key personnel; and
�our ability to obtain adequate financing.
These statements are often, but not always, made through the use of words or phrases such as “anticipate,” “estimate,”
“plan,” “project,” “continuing,” “ongoing,” “expect,” “believe,” “intend” and similar words or phrases. Accordingly, these statements
involve estimates, assumptions and uncertainties that could cause actual results to differ materially from those
expressed in them. Discussions containing these forward-looking statements may be found throughout this Quarterly
Report on Form 10-Q, including, in Part I, the section entitled “Item 2. Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” These forward-looking statements involve risks and uncertainties,
including the risks discussed in Part I, Item 1A. “Risk Factors” of our Annual Report on Form 10-K for the year ended
December 31, 2013, that could cause our actual results to differ materially from those in the forward-looking
statements. Such risks should be considered in evaluating our prospects and future financial performance. We
undertake no obligation to update the forward-looking statements or to reflect events or circumstances after the date of
this document.
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Part I – FINANCIAL INFORMATION

Item 1. Financial Statements

PUMA BIOTECHNOLOGY, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

September
30,

December
31,

2014 2013
(unaudited) (note 1)

ASSETS
Current assets:
Cash and cash equivalents $ 28,263 $43,044
Marketable securities 125,597 40,904
Licensor receivable 1,760 9,813
Prepaid expenses and other, current 4,477 2,635
Total current assets 160,097 96,396
Property and equipment, net 1,910 1,684
Prepaid expenses and other, long-term 8,831 5,080
Restricted cash 1,215 1,214
Total assets $ 172,053 $104,374
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 18,448 $10,692
Accrued expenses 10,911 8,579
Total current liabilities 29,359 19,271
Deferred rent 1,091 1,116
Total liabilities 30,450 20,387
Commitments and contingencies (note 7)
Stockholders' equity:
Common stock - $.0001 par value;  100,000,000 shares authorized;

   30,117,819 issued and outstanding at September 30, 2014, and

   28,991,289 issued and outstanding at December 31, 2013 3 3
Additional paid-in capital 375,451 223,232
Accumulated other comprehensive income (loss) (118 ) 3
Deficit accumulated during the development stage (233,733 ) (139,251)
Total stockholders' equity 141,603 83,987
Total liabilities and stockholders' equity $ 172,053 $104,374

See Accompanying Notes to the Condensed Consolidated Financial Statements
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PUMA BIOTECHNOLOGY, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands except share and per share data)

(unaudited)

Period
from
September
15,
2010
(date of
inception)
to

Three Months Ended
September 30,

Nine Months Ended
September 30,

September
30,

2014 2013 2014 2013 2014
Operating expenses:
General and administrative $3,867 $2,263 $11,296 $6,804 $55,235
Research and development 32,092 12,068 83,387 32,040 178,895
Totals 35,959 14,331 94,683 38,844 234,130
Loss from operations (35,959 ) (14,331 ) (94,683 ) (38,844 ) (234,130 )
Other income (expenses):
Interest income 111 9 223 128 497
Other income (expense) 4 39 (22 ) 3 (100 )
Totals 115 48 201 131 397
Net loss $(35,844 ) $(14,283 ) $(94,482 ) $(38,713 ) $(233,733 )
Net loss applicable to common stock $(35,844 ) $(14,283 ) $(94,482 ) $(38,713 ) $(233,733 )
Net loss per common share—basic

   and diluted $(1.19 ) $(0.50 ) $(3.16 ) $(1.35 )
Weighted-average common shares

   outstanding—basic and diluted 30,117,819 28,682,055 29,936,254 28,678,439
See Accompanying Notes to the Condensed Consolidated Financial Statements
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PUMA BIOTECHNOLOGY, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(in thousands)

(unaudited)

Period
from

Three Months
Ended Nine Months Ended

September
15, 2010

September 30, September 30,

(date of
inception)
to

2014 2013 2014 2013
September
30, 2014

Net loss $(35,844) $(14,283) $(94,482) $(38,713) $(233,733 )
Other comprehensive income (loss):
Unrealized gain (loss) on available-for-sale securities (41 ) 66 (121 ) (8 ) (118 )
Comprehensive loss $(35,885) $(14,217) $(94,603) $(38,721) $(233,851 )

See Accompanying Notes to the Condensed Consolidated Financial Statements
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PUMA BIOTECHNOLOGY, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

FOR THE PERIOD FROM SEPTEMBER 15, 2010 (DATE OF INCEPTION) THROUGH SEPTEMBER 30, 2014

(in thousands except share data)

(unaudited)

Deficit
Accumulated Accumulated

Additional Other During the
Common Stock Paid-in ComprehensiveDevelopment

Shares AmountCapital
Income
(Loss) Stage Total

Balances, beginning — $ — $— $ — $— $—
Common stock issued for cash at
$0.0001 per share 4,000,000 — — — — —
Paid-in capital — — 7 — — 7
Net loss — — — — (7 ) (7 )
Balance at December 31, 2010 4,000,000 — 7 — (7 ) —
Paid-in capital — — 61 — — 61
Issuance of shares of common stock
through private placements at $3.75 per
share, net of issuance costs 16,000,000 2 56,739 — — 56,741
Conversion of stockholder's note payable
to equity 40,000 — 150 — — 150
Stock option compensation — — 67 — — 67
Anti-dilutive warrant — — 7,586 — — 7,586
Net loss — — — — (10,233 ) (10,233 )
Balance at December 31, 2011 20,040,000 2 64,610 — (10,240 ) 54,372
Issuance of shares of common stock
through equity

placement at $16.00 per share, net of
issuance costs 8,625,000 1 129,213 — — 129,214
Stock option compensation — — 1,408 — — 1,408
Anti-dilutive warrant — — 18,222 — — 18,222
Exercises of stock options 11,666 — 45 — — 45
Net loss — — — — (74,352 ) (74,352 )
Balance at December 31, 2012 28,676,666 3 213,498 — (84,592 ) 128,909
Stock option compensation — — 7,519 — — 7,519
Exercises of stock options 314,623 — 2,215 — — 2,215

— — — 3 — 3
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Unrealized gain on available for sale
securities
Net loss — — — — (54,659 ) (54,659 )
Balance at December 31, 2013 28,991,289 3 223,232 3 (139,251 ) 83,987
Stock option compensation — — 22,779 — — 22,779
Issuance of shares of common stock
through equity

placement at $122.50 per share, net of
issuance costs 1,126,530 — 129,440 — — 129,440
Unrealized loss on available for sale
securities — — — (121 ) — (121 )
Net loss — — — — (94,482 ) (94,482 )
Balance at September 30, 2014 30,117,819 $ 3 $375,451 $ (118 ) $ (233,733 ) $141,603
See Accompanying Notes to the Condensed Consolidated Financial Statements
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PUMA BIOTECHNOLOGY, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(unaudited)

Period
from
September
15, 2010
(date of

Nine Months Ended
inception)
to

September 30,
September
30,

2014 2013 2014
Operating activities:
Net loss $(94,482 ) $(38,713 ) $(233,733)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 438 298 1,137
Build-out allowance received from landlord — — 903
Stock option expense 22,779 4,426 31,773
Anti-dilutive warrant — — 25,808
Changes in operating assets and liabilities:
Licensor receivable 8,053 (682 ) (1,760 )
Prepaid expenses and other (5,593 ) (4,357 ) (13,308 )
Accounts payable 7,756 9,248 18,448
Accrued expenses 2,332 (11,723 ) 10,911
Accrual of deferred rent (25 ) 34 188
Net cash used in operating activities (58,742 ) (41,469 ) (159,633)
Investing activities:
Purchase of property and equipment (554 ) (435 ) (2,023 )
Expenditures for leasehold improvements (110 ) (3 ) (1,024 )
Restricted cash (1 ) (1 ) (1,215 )
Purchase of available-for-sale securities (132,260) (44,385 ) (181,607)
Sale/maturity of available-for-sale securities 47,446 — 55,892
Net cash used in investing activities (85,479 ) (44,824 ) (129,977)
Financing activities:
Proceeds from issuance of stockholder's convertible note payable — — 150
Net proceeds from issuance of common stock 129,440 — 315,395
Net proceeds from exercise of options — 146 2,260
Capital contributions by stockholder — — 68
Net cash provided by financing activities 129,440 146 317,873
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Net increase (decrease) in cash and cash equivalents (14,781 ) (86,147 ) 28,263
Cash and cash equivalents, beginning of period 43,044 137,408 —
Cash and cash equivalents, end of period $28,263 $51,261 $28,263
Supplemental disclosures of non-cash investing and

   financing activities:
Conversion of stockholder's note payable to common stock $— $— $150

See Accompanying Notes to the Condensed Consolidated Financial Statements
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PUMA BIOTECHNOLOGY, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1—Business and Basis of Presentation:

Business:

Puma Biotechnology, Inc., or Puma, is a development stage biopharmaceutical company based in Los Angeles,
California that acquires and develops innovative products for the treatment of various forms of cancer. References in
these Notes to Condensed Consolidated Financial Statements to the “Company” refer to Puma Biotechnology, Inc., a
private Delaware company formed on September 15, 2010, for periods prior to the Merger (as defined below), which
took place on October 4, 2011, and Puma Biotechnology, Inc., a Delaware company formed on April 27, 2007, and
formerly known as Innovative Acquisitions Corp., for periods following the Merger. The Company focuses on
in-licensing drug candidates that are undergoing or have already completed initial clinical testing for the treatment of
cancer and then seeks to further develop those drug candidates for commercial use.

In November 2012, the Company established and incorporated Puma Biotechnology Ltd, a wholly-owned subsidiary,
for the sole purpose of serving as Puma’s legal representative in the United Kingdom and the European Union in
connection with Puma’s clinical trial activity in those countries.

Basis of Presentation:

The Company is a development stage enterprise since it has not yet generated any revenue from the sale of
products.  Through September 30, 2014, its primary focus has been the transition of operational responsibility for its
lead drug candidate, PB272 (neratinib (oral)), from Pfizer, Inc., or the Licensor, to the Company (see the Company’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2013 and Note 7 to these Condensed
Consolidated Financial Statements, for additional information on the license agreement) along with the execution of
clinical trials in HER2-positive metastatic breast cancer, HER2-positive neoadjuvant breast cancer, HER2-positive
adjuvant breast cancer, as well as clinical trials in advanced cancer patients with tumors that have HER2-mutations,
including non-small cell lung cancer, HER2-negative breast cancer, and other solid tumors. The accompanying
unaudited condensed consolidated interim financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America, or GAAP, pursuant to the rules and regulations of the
Securities and Exchange Commission, or the SEC, for interim financial information. Accordingly, the financial
statements do not include all information and footnotes required by GAAP for complete annual financial statements.
In the opinion of management, the accompanying unaudited condensed consolidated interim financial statements
reflect all adjustments, consisting of normal recurring adjustments, considered necessary for a fair presentation.
Interim operating results are not necessarily indicative of results that may be expected for the year ending
December 31, 2014, or for any subsequent period. These unaudited condensed consolidated interim financial
statements should be read in conjunction with the Company’s audited financial statements and notes thereto included
in the Company’s Annual Report on Form 10-K for the year ended December 31, 2013. The condensed consolidated
balance sheet at December 31, 2013, has been derived from the audited financial statements included in the Annual
Report on Form 10-K for the fiscal year ended December 31, 2013.
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The Company has reported a net loss of approximately $35.8 million and $94.5 million and negative cash flows from
operations of approximately $24.3 million and $58.7 million for the three and nine months ended September 30, 2014,
respectively. The net loss from the date of inception, September 15, 2010, to September 30, 2014, amounted to
approximately $233.7 million, while the negative cash flows from operations from the date of inception amounted to
approximately $159.6 million. For the three and nine months ended September 30, 2014, the Company’s net loss was
impacted by the amendment to the license agreement with Pfizer signed during July 2014, which resulted in the
Company recognizing the expenses incurred in connection with the ongoing clinical trials after December 31,
2013.  Management believes that the Company will continue to incur net losses and negative net cash flows from
operating activities through the drug development process.

The Company’s continued operations will depend on its ability to raise funds through various potential sources such as
equity and debt financing. Through September 30, 2014, the Company’s financing was primarily through public
offerings of Company common stock and private equity placements. Given the current and desired pace of clinical
development of its product candidates, management estimates that the Company has sufficient cash on hand to fund
clinical development through 2015 and into 2016. The Company will need additional financing thereafter until it can
achieve profitability, if ever. The Company may choose to raise additional capital before 2016 in order to fund its
future development activities. There can be no assurance that such capital will be available on favorable terms, or at
all, or that any additional capital that the Company is able to obtain will be sufficient to meet its needs. If it is unable
to raise additional capital, the Company could likely be forced to curtail desired development activities, which will
delay the development of its product candidates.

6
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Merger with Public Company:

On September 29, 2011, the Company entered into an agreement and plan of merger, or the Merger Agreement, with
Innovative Acquisitions Corp., or IAC, and IAC’s wholly-owned subsidiary, IAC Merger Corporation, or Merger Sub.
On October 4, 2011, the Company completed a reverse merger in which Merger Sub merged with and into the
Company and the Company became a wholly-owned subsidiary of IAC, or the Merger. At the effective time of the
Merger, the Company’s then issued and outstanding 18,666,733 shares of common stock were exchanged for
18,666,733 shares of common stock of IAC and each share of the Company’s common stock that was outstanding
immediately prior to the effective time was cancelled, with one share of the Company common stock issued to IAC.
Concurrently, IAC redeemed all of its shares from its pre-Merger stockholders in exchange for aggregate
consideration of $40,000 paid by the Company. The Company also paid $40,000 for IAC’s professional fees associated
with the Merger directly to legal counsel for IAC’s former stockholders. Following the Merger and the redemption, the
Company’s prior stockholders owned the same percentage of IAC’s common stock as they held of the Company’s
common stock prior to the Merger.

Upon completion of the Merger, the Company merged with and into IAC, and IAC adopted the Company’s business
plan and changed its name to “Puma Biotechnology, Inc.” Further, upon completion of the Merger, the existing officers
and directors of IAC resigned and the existing officers and directors of the Company were appointed officers and
directors of IAC.

The Merger was accounted for as a reverse acquisition, with the Company as the accounting acquirer and IAC as the
accounting acquiree. The merger of a private operating company into a non-operating public shell corporation with
nominal net assets is considered to be a capital transaction in substance, rather than a business combination for
accounting purposes. Accordingly, the Company treated this transaction as a capital transaction without recording
goodwill or adjusting any of its other assets or liabilities. Consideration in the amount of $80,000 paid to the former
stockholders of IAC and their attorney was recorded as an other expense item and included in the Company’s net loss
for the year ended December 31, 2011.

Note 2—Significant Accounting Policies:

The significant accounting policies followed in the preparation of these condensed consolidated financial statements
are as follows:

Use of Estimates:

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the balance sheet and reported amounts of expenses for the period presented. Accordingly, actual results
could differ from those estimates. Significant estimates include the cost of services provided by consultants who
manage clinical trials and conduct research and clinical trials on behalf of the Company that are billed on a delayed
basis. As the actual costs become known, the Company adjusts its estimated cost in that period. The value of
stock-based compensation includes estimates based on future events, which are difficult to predict. It is at least
reasonably possible that a change in the estimates will occur in the near term.

Principles of Consolidation:
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The condensed consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiary. All significant intercompany balances and transactions have been eliminated in consolidation.

Cash and Cash Equivalents:

The Company considers all highly liquid investments with original maturities of three months or less to be cash
equivalents. Cash equivalents are carried at cost, which approximates fair value.

Licensor Receivable:

Licensor receivable represents the remaining 2013 and prior external “out of pocket” clinical trial costs in excess of an
agreed upon “cap” for clinical trials that were ongoing at the time the licensing agreement with the Licensor was
reached. In July 2014, the license agreement was amended to make the Company solely responsible for the expenses
incurred or accrued in conducting the ongoing legacy clinical trials after December 31, 2013, and to fix the future
royalty rate that must be paid to the Licensor upon commercialization in the low to mid teens. The Company has not
established a reserve against this receivable as it is deemed to be fully collectible.

7
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Marketable Securities:

The Company classifies all investment securities (short-term and long-term) as available-for-sale, as the sale of such
securities may be required prior to maturity to implement management’s strategies. These securities are carried at fair
value, with the unrealized gains and losses, if material, reported as a component of accumulated other comprehensive
income (loss) in stockholders’ equity until realized. Realized gains and losses from the sale of available-for-sale
securities, if any, are determined on a specific identification basis. A decline in the market value of any
available-for-sale security below cost that is determined to be other than temporary results in a revaluation of its
carrying amount to fair value. The impairment is charged to earnings and a new cost basis for the security is
established. Premiums and discounts are amortized or accreted over the life of the related security as an adjustment to
yield using the straight-line method. Interest income is recognized when earned.

Assets Measured at Fair Value on a Recurring Basis:

Accounting Standards Codification, or ASC 820, Fair Value Measurement, provides a single definition of fair value
and a common framework for measuring fair value as well as new disclosure requirements for fair value
measurements used in financial statements. Under ASC 820, fair value is determined based upon the exit price that
would be received by a company to sell an asset or paid by a company to transfer a liability in an orderly transaction
between market participants, exclusive of any transaction costs. Fair value measurements are determined by either the
principal market or the most advantageous market. The principal market is the market with the greatest level of
activity and volume for the asset or liability. Absent a principal market to measure fair value, the Company uses the
most advantageous market, which is the market from which the Company would receive the highest selling price for
the asset or pay the lowest price to settle the liability, after considering transaction costs. However, when using the
most advantageous market, transaction costs are only considered to determine which market is the most advantageous
and these costs are then excluded when applying a fair value measurement. ASC 820 creates a three-level hierarchy to
prioritize the inputs used in the valuation techniques to derive fair values. The basis for fair value measurements for
each level within the hierarchy is described below, with Level 1 having the highest priority and Level 3 having the
lowest.

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

Level 2: Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or similar
instruments in markets that are not active; and model-derived valuations in which all significant inputs are
observable in active markets.

Level 3: Valuations derived from valuation techniques in which one or more significant inputs are unobservable.
Following are the major categories of assets measured at fair value on a recurring basis as of September 30, 2014, and
December 31, 2013, using quoted prices in active markets for identical assets (Level 1), significant other observable
inputs (Level 2), and significant unobservable inputs (Level 3) (in thousands):

September 30, 2014 Level 1 Level 2
Level
3 Total

Cash equivalents $17,974 $— $ — $17,974

Edgar Filing: PUMA BIOTECHNOLOGY, INC. - Form 10-Q

19



Marketable securities - corporate bonds — 92,308 — 92,308
Marketable securities - US government 11,502 11,502
Marketable securities - commercial paper — 21,786 — 21,786

$17,974 $125,596 $ — $143,570

December 31, 2013 Level 1 Level 2
Level
3 Total

Cash equivalents $41,598 $— $ — $41,598
Marketable securities - corporate bonds — 40,904 — 40,904

$41,598 $40,904 $ — $82,502

The Company’s investments in short-term investment securities are exposed to price fluctuations. The fair value
measurements for short-term investment securities are based upon the quoted price in active markets multiplied by the
number of securities owned, exclusive of any transaction costs and without any adjustments to reflect discounts that
may be applied to selling a large block of securities at one time.

Concentration of Risk:

Financial instruments, which potentially subject the Company to concentrations of credit risk, principally consist of
cash and cash equivalents. The Company’s cash and cash equivalents in excess of the Federal Deposit Insurance
Corporation and the Securities

8
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Investor Protection Corporation insured limits at September 30, 2014, were approximately $29.3 million. The
Company does not believe it is exposed to any significant credit risk.

Property and Equipment:

Property and equipment are recorded at cost and depreciated over estimated useful lives ranging from three to five
years using the straight-line method. Leasehold improvements are recorded at cost and amortized over the shorter of
their useful lives or the term of the lease by use of the straight-line method. Maintenance and repair costs are charged
to operations as incurred.

The Company assesses the impairment of long-lived assets, primarily property and equipment, whenever events or
changes in business circumstances indicate that carrying amounts of the assets may not be fully recoverable. When
such events occur, management determines whether there has been impairment by comparing the asset’s carrying value
with its fair value, as measured by the anticipated undiscounted net cash flows of the asset. Should impairment exist,
the asset is written down to its estimated fair value. The Company has not recognized any impairment losses through
September 30, 2014.

Research and Development Expenses:

Research and development, or R&D, expenses are charged to operations as incurred. The major components of R&D
costs include clinical manufacturing costs, clinical trial expenses, consulting and other third-party costs, salaries and
employee benefits, stock-based compensation expense, supplies and materials, and allocations of various overhead
costs. Clinical trial expenses include, but are not limited to, investigator fees, site costs, comparator drug costs, and
clinical research organization, or CRO, costs. In the normal course of business, the Company contracts with third
parties to perform various clinical trial activities in the ongoing development of potential products. The financial terms
of these agreements are subject to negotiation and variations from contract to contract and may result in uneven
payment flows. Payments under the contracts depend on factors such as the achievement of certain events, the
successful enrollment of patients and the completion of portions of the clinical trial or similar conditions. The
Company’s cost accruals for clinical trials are based on estimates of the services received and efforts expended
pursuant to contracts with numerous clinical trial sites, cooperative groups and CROs. The objective of the Company’s
accrual policy is to match the recording of expenses in the condensed consolidated financial statements to the actual
services received and efforts expended. As actual costs become known, the Company adjusts its accruals in that
period.

In instances where the Company enters into agreements with third parties for clinical trials and other consulting
activities, upfront amounts are recorded to prepaid expenses and other in the accompanying condensed consolidated
balance sheets and expensed as services are performed or as the underlying goods are delivered. If the Company does
not expect the services to be rendered or goods to be delivered, any remaining capitalized amounts for non-refundable
upfront payments are charged to expense immediately. Amounts due under such arrangements may be either fixed fee
or fee for service, and may include upfront payments, monthly payments and payments upon the completion of
milestones or receipt of deliverables.

Costs related to the acquisition of technology rights and patents for which development work is still in process are
charged to operations as incurred and considered a component of research and development costs.

Research and Development Reimbursement:

The license agreement set a “cap” on the amount of external expenses the Company would incur, beginning January 1,
2012, in completing the clinical trials transferred from the Licensor to the Company. The license agreement was
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amended in July 2014 which made the Company solely responsible for the expenses incurred or accrued in conducting
the ongoing legacy clinical trials after December 31, 2013.  In addition, as part of the amended license agreement, the
Company will pay the Licensor a fixed royalty rate in the low to mid teens upon commercialization of licensed
products. The license agreement originally stipulated that the Licensor would be responsible for all external expenses
associated with the transferred clinical trials and that the Company would invoice for such costs on a quarterly basis.
The Licensor had 60 days to review the invoice and supporting documentation. All amounts reimbursed from the
licensor represent charges for services provided by third parties and not the Company. Accordingly, the Company has
elected to treat the reimbursed costs as “pass-through” expenses billable to the Licensor and as an offset to R&D
expenses. R&D expenses are recorded net of any excess cap costs billed to the Licensor. The Company recognized
approximately $3.4 million and $13.1 million of excess cap costs during the three months and nine months ended
September 30, 2013, respectively. Pursuant to the amendment to the original license agreement, no reduction in the
expenses related to the licensor legacy clinical trials that were in excess of a cap on such expenses set forth in the
license agreement was recorded in the three and nine months ended September 30, 2014.  

9
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Stock-Based Compensation:

Stock option awards:

ASC 718, Compensation-Stock Compensation, or ASC 718, requires the fair value of all share-based payments to
employees, including grants of stock options, to be recognized in the statement of operations over the requisite service
period. Under ASC 718, employee option grants are generally valued at the date of grant, or grant date, and those
valuations do not change once they have been established. The fair value of each option award is estimated on the
grant date using the Black-Scholes Option Pricing Method. As allowed by ASC 718 for companies with a short period
of publicly traded stock history, the Company’s estimate of expected volatility is based on the average expected
volatilities of a sampling of five companies with similar attributes to the Company, including industry, stage of life
cycle, size and financial leverage. The risk-free rate for periods within the contractual life of the option is based on the
U.S. Treasury yield curve in effect at the time of grant valuation. ASC 718 does not allow companies to account for
option forfeitures as they occur; instead, estimated option forfeitures must be calculated when the option is granted to
reduce the option expense to be recognized over the life of the award and updated upon receipt of further information
as to the amount of options expected to be forfeited. Due to its limited history, the Company uses the simplified
method to determine the expected life of the option grants.

Performance shares:

The performance shares are valued on the grant date and the fair value of the performance award is equal to the
market price of the Company’s common stock on the grant date. The performance share expense is recognized based
on the Company’s estimate of a range of probabilities that the Company’s closing common stock price will be lower or
higher than the Company’s common stock price on the grant date on the vesting dates. Based on the range of
probabilities, the expense is calculated and recognized over the three-year vesting period.

Net Loss per Common Share:

Basic net loss per common share is computed by dividing net loss applicable to common stockholders by the weighted
average number of common shares outstanding during the periods presented, as required by ASC 260, Earnings per
Share. Diluted earnings per common share are the same as basic earnings per share because the assumed exercise of
the Company’s outstanding options are anti-dilutive. For the three and nine months ended September 30, 2014,
potentially dilutive securities excluded from the calculations were 3,778,307 shares issuable upon exercise of options,
28,411 performance shares issuable upon attainment of stock price objectives over the vesting period of the
performance share awards and 2,116,250 shares issuable upon exercise of an outstanding warrant. For the three and
nine months ended September 30, 2013, potentially dilutive securities excluded from the earnings per common share
calculation were 2,373,309 shares issuable upon exercise of options and 2,116,250 shares issuable upon exercise of an
outstanding warrant.

Deferred Rent:

The Company has entered into operating lease agreements for its corporate offices in Los Angeles and South San
Francisco that contain provisions for future rent increases, leasehold improvement allowances and rent abatements.
The Company records monthly rent expense equal to the total of the payments due over the lease term, divided by the
number of months of the lease term. The difference between the rent expense recorded and the amount paid is credited
or charged to deferred rent, which is reflected as a separate line item in the accompanying condensed consolidated
balance sheets. Additionally, the Company recorded as deferred rent the cost of the leasehold improvements paid by
the landlord, which is amortized on a straight-line basis over the term of the lease.
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Recently Issued Accounting Pronouncements:

In May 2014, the Financial Accounting Standards Board, or FASB, issued Accounting Standards Update, or ASU,
No. 2014-09 Revenue from Contracts with Customers, or ASU No. 2014-09, which will supersede nearly all existing
revenue recognition guidance under GAAP. ASU No. 2014-09 provides that an entity recognize revenue when it
transfers promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. This update also requires additional disclosure about the
nature, amount, timing and uncertainty of revenue and cash flows arising from customer contracts, including
significant judgments and changes in judgments, and assets recognized from costs incurred to obtain or fulfill a
contract. ASU No. 2014-09 allows for either full retrospective or modified retrospective adoption and will become
effective for the Company in the first quarter of 2018. The Company is a development stage entity and will evaluate
the effects of this update on its consolidated financial statements when it generates revenues.

In June 2014, the FASB issued ASU No. 2014-10, Development Stage Entities, or ASU No. 2014-10, which
eliminated certain financial reporting requirements of companies previously identified as development stage entities
(Topic 915). The amendments in this ASU simplify accounting guidance by removing all incremental financial
reporting requirements for development
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stage entities. The amendments also reduce data maintenance and, for those entities subject to audit, audit costs by
eliminating the requirement for development stage entities to present inception-to-date information in the statements
of income, cash flows, and stockholder equity.  For public entities, these amendments begin to be effective for periods
after December 31, 2014.  Early application of each of the amendments is permitted for any annual reporting period or
interim period for which the entity’s financial statements have not yet been issued (public business entities) or made
available for issuance (other entities). Upon adoption, entities will no longer present or disclose any information
required by Topic 915.  The Company will adopt this standard in future presentations.  The financial impact on the
Company is expected to be negligible.

In August 2014, the FASB issued Accounting Standards Update, or ASU, No. 2014-15 Presentation of Financial
Statements – Going Concern, or ASU No. 2014-15, which provides guidance on how management will evaluate
whether there are conditions or events, considered in the aggregate, that raise substantial doubt about the entity’s
ability to continue as a going concern within one year after the date the financial statements are issued.    ASU No.
2014-15 will become effective for the Company in the fourth quarter of 2016, although early adoption is allowed. The
Company is currently evaluating this guidance and expects the financial impact on the Company to be negligible.

Reclassifications:

Certain amounts for 2013 have been reclassified to conform to the current year’s presentation.

Note 3—Prepaid Expenses and Other:

Prepaid expenses and other consisted of the following (in thousands):

September
30,

December
31,

2014 2013
Short-term:
CRO services $ 1,584 $ 863
Other clinical development 2,463 1,089
Insurance 228 554
Other 202 129

4,477 2,635
Long-term:
CRO services 5,302 1,509
Other clinical development 3,318 3,359
Insurance 159 142
Other 52 70

8,831 5,080
Totals $ 13,308 $ 7,715
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Note 4—Property and Equipment:

Property and equipment consisted of the following (in thousands):

September
30,

December
31,

2014 2013
Leasehold improvements $ 1,024 $ 914
Computer equipment 1,189 874
Telephone equipment 86 82
Furniture and fixtures 748 513

3,047 2,383
Less: accumulated depreciation and amortization (1,137 ) (699 )
Totals $ 1,910 $ 1,684

11
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Note 5—Accrued Expenses:

Accrued expenses consisted of the following (in thousands):

September
30,

December
31,

2014 2013
Accrued CRO/licensor services $ 3,838 $ 4,801
Accrued other clinical development 3,712 2,369
Accrued legal fees 250 84
Accrued compensation 2,975 1,066
Other 136 259

$ 10,911 $ 8,579
Accrued CRO/licensor services represent the Company’s estimate of such costs as of September 30, 2014, and will be
adjusted in the period the actual costs become known. Accrued compensation includes estimated bonus and earned but
unused vacation for full-time employees. When actual performance bonuses are paid out to employees on the
employee’s anniversary of hire, the bonus expense will be adjusted to reflect the actual expense for the year.
Additionally, vacation is accrued at the rate the employee earns vacation and reduced as vacation is used by the
employee.

Note 6—Stockholders’ Equity:

Common Stock:

On February 14, 2014, the Company completed an underwritten public offering of 1,126,530 shares of the Company’s
common stock (including an additional 146,938 shares of Company common stock issued and sold pursuant to the
underwriters’ option to purchase additional shares), par value $0.0001 per share, at a price of $122.50 per share, less
the underwriting discount. The net proceeds received by the Company were approximately $129.4 million after
deducting the underwriting discount and offering expenses payable by the Company.

Stock-Based Compensation:

The Company’s 2011 Incentive Award Plan, or the 2011 Plan, was adopted by the Board of Directors and stockholders
of the Company on September 15, 2011.  An amendment to the 2011 Plan, or the 2011 Plan Amendment, was adopted
by the Board of Directors on June 4, 2014, and the stockholders of the Company on June 10, 2014.    The 2011 Plan
Amendment increased the number of shares reserved from 3,529,412 to 6,529,412.  Pursuant to the amended 2011
Plan (referred to hereafter as the 2011 Plan), the Company may grant incentive stock options and nonqualified stock
options, as well as other forms of equity-based compensation such as performance shares. Incentive stock options may
be granted only to employees, while consultants, employees, officers and directors are eligible for the grant of
nonqualified options under the 2011 Plan. The maximum term of stock options granted under the 2011 Plan is 10
years. The exercise price of incentive stock options granted under the 2011 Plan must be at least equal to the fair value
of such shares on the date of grant. The performance shares are valued at market value less par value and vest over
three years, with the number of shares to be issued determined by the market price on the vesting date. The maximum
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number of shares issuable pursuant to a performance share award is established on the grant date.

Employee stock-based compensation for the three and nine months ended September 30, 2014 and 2013, were as
follows:

Three Months Ended
September 30,

Nine Months Ended
September 30,

2014 2013 2014 2013
Stock-based compensation: (in thousands except share and per share data)
Options-
Research and development $8,726 $1,333 $17,690 $3,072
General and administrative, or G&A 1,377 473 4,081 1,354
Performance shares - R&D 346 — 1,008 —
Total stock-based compensation expense $10,449 $1,806 $22,779 $4,426
Impact on basic and diluted net loss per share $0.35 $0.06 $0.76 $0.15
Weighted average shares (basic and diluted) 30,117,819 28,682,055 29,936,254 28,678,439
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Performance Shares:

During January 2014, performance share awards were granted to certain employees that provide for a maximum of
28,411 common stock shares to be issued. These shares vest over three years on the first, second and third anniversary
of December 15, 2013. On each vesting date, if the Company’s closing common stock price is equal to $102.46 per
share, one-third of the 28,411 shares will be awarded. If the Company’s closing common stock price is either lesser or
greater than $102.46 per share, the number of common stock shares to be issued will be adjusted to be less than
one-third of the 28,411 shares. No shares will be awarded if the Company’s closing common stock price is less than
$47.53 per share at the vesting dates. The performance shares are valued on the grant date and the fair value of the
performance award is equal to the market price of the Company’s common stock on the grant date. The performance
share expense is recognized based on the Company’s estimate of a range of probabilities that the Company’s closing
common stock price will be lower or higher than $102.46 on the vesting dates. Based on the range of probabilities, the
expense is calculated and recognized over the three-year vesting period.

Stock Options:

The fair value of options granted to employees was estimated using the Black-Scholes Option Pricing Method (see
Note 2—Significant Accounting Policies) with the following weighted-average assumptions used during the nine months
ended September 30, 2014 and 2013:

2014 2013
Dividend yield 0.0 % 0.0 %
Expected volatility 81.8% 85.4%
Risk-free interest rate 1.8 % 1.3 %
Expected life in years 5.85 5.85

Activity with respect to options granted under the 2011 Plan is summarized as follows:

Shares

Weighted
Average
Exercise
Price

Weighted
Average
Remaining
Contractual
Term
(years)

Aggregate Intrinsic
Value                      
(in thousands)

Outstanding at December 31, 2013 2,604,224 $ 23.75
Granted during 2014 1,211,583 $ 124.78
Forfeited during 2014 (37,500 ) $ 58.01
Exercised during 2014 — $—
Outstanding at September 30, 2014 3,778,307 $ 55.12 8.6 $ 699,381
Unvested at September 30, 2014 2,298,608 $ 82.55 8.3 $ 364,868
Exercisable at September 30, 2014 1,479,699 $ 12.50 7.8 $ 334,513
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At September 30, 2014, total estimated unrecognized employee compensation cost related to non-vested stock options
and performance shares granted prior to that date were approximately $109.1 million and $1.2 million, respectively.
These unrecognized expenses are expected to be recognized over a weighted-average period of 2.5 years for stock
options and 1.5 years for performance shares. The weighted-average grant date fair value of options granted during the
nine months ended September 30, 2014 and 2013, were $86.83 per share and $25.95 per share, respectively.

Weighted
Average
Grant-Date

Stock options Shares Fair Value
Nonvested shares at December 31, 2013 1,838,633 $ 20.18
Granted 1,211,583 86.83
Vested/Issued (714,108 ) 12.52
Forfeited (37,500 ) 40.43
Nonvested shares at September 30, 2014 2,298,608 $ 57.45

13
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Weighted
Average
Grant-Date

Performance shares Shares Fair Value
Nonvested shares at December 31, 2013 — $ —
Granted 28,411 102.46
Vested/Issued — —
Forfeited — —
Nonvested shares at September 30, 2014 28,411 $ 102.46

Note 7—Commitments and Contingencies:

In July 2014, the Company signed an amendment to the license agreement with the Licensor.  The amendment to the
license agreement provides that the Company will now be solely responsible for the expenses incurred or accrued in
conducting the ongoing legacy clinical trials after December 31, 2013.  The costs were previously the responsibility of
the Licensor.  

In addition, under the amended agreement, annual royalties to be paid on net sales of licensed products were reduced
from a tiered royalty rate structure ranging between 10 to 20 percent to a fixed rate in the low to mid teens and the
Licensor and the Company have agreed to continue to cooperate to effect the transfer to the Company of certain
records, regulatory filings, materials and inventory controlled by the Licensor as promptly as reasonably practicable.

14
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our unaudited condensed consolidated financial statements and the notes thereto included in Item 1
in this Quarterly Report on Form 10-Q. The following discussion should also be read in conjunction with our audited
financial statements and the notes thereto and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” included in our Annual Report on Form 10-K for the year ended December 31, 2013.

Unless otherwise provided in this Quarterly Report, references to the “Company,” “we,” “us,” and “our” refer to Puma
Biotechnology, Inc., a Delaware corporation formed on April 27, 2007, and formerly known as Innovative
Acquisitions Corp., together with its wholly-owned subsidiary, Puma Biotechnology Ltd. All references to “Former
Puma” refer to Puma Biotechnology, Inc., a privately held Delaware corporation formed on September 15, 2010, that
merged with and into us on October 4, 2011. This transaction was accounted for as a reverse acquisition whereby
Former Puma was deemed to be the acquirer for accounting and financial reporting purposes and we were deemed to
be the acquired party. Consequently, our financial statements prior to the reverse merger transaction reflect the assets
and liabilities and the historical operations of Former Puma from its inception on September 15, 2010 through the
closing of the reverse merger transaction on October 4, 2011. Our financial statements after completion of the reverse
merger transaction include the assets and liabilities of us and Former Puma and the operations of Former Puma and us.

Overview

We are a development stage biopharmaceutical company based in Los Angeles, California with a focus on the
acquisition, development and commercialization of innovative products to enhance cancer care. We aim to acquire
proprietary rights to these products, by license or otherwise, fund their research and development and bring the
products to market. Our efforts and resources to date have been focused primarily on acquiring and developing our
pharmaceutical technologies, raising capital and recruiting personnel. As a development stage company, we have had
no product sales to date, and we will have no product sales until we receive approval from the United States Food and
Drug Administration, or FDA, or equivalent foreign regulatory bodies to begin selling our pharmaceutical candidates.
Developing pharmaceutical products, however, is a lengthy and very expensive process. Assuming we do not
encounter any unforeseen safety issues during the course of developing our product candidates, we do not expect to
receive approval of a product candidate until approximately 2015.

We currently license the rights to three drug candidates:

�PB272 (neratinib (oral)), which we are developing for the treatment of patients with HER2 positive breast cancer, and
patients with non-small cell lung cancer, breast cancer and other solid tumors that have a HER2 mutation;
�PB272 (neratinib (intravenous)), which we are developing for the treatment of patients with advanced cancer; and
�PB357, which we believe can serve as a backup compound to PB272, and which we are evaluating for further
development.
A large portion of our expenses to date have been related to the clinical development of our lead product candidate,
PB272 (neratinib (oral)), and the transition of the neratinib program from the licensor. During this transition period,
we built up our infrastructure and assumed responsibility for the neratinib program.

The license agreement for PB272 established a limit for our expenses related to the licensor-initiated clinical trials for
PB272 that were ongoing at the time of the agreement and which we refer to as legacy clinical trials. This capped our
“out-of-pocket” costs incurred in conducting the legacy clinical trials beginning January 1, 2012. The cap cost was
reached during the fourth quarter of 2012, with the Licensor becoming responsible for the cost to complete the
licensor legacy clinical trials.  The license agreement was amended in July 2014 whereby we became solely
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responsible for the costs incurred or accrued in conducting the legacy clinical trials after December 31, 2013.  The
license amendment also adjusted the future royalty rate from a tiered royalty rate structure ranging between 10 to 20
percent to a fixed rate in the low to mid teens. Additionally, our expenses to date have been related to hiring staff,
commencing company-sponsored clinical trials and the build out of our corporate infrastructure. As we proceed with
clinical development of PB272 (neratinib (oral)), recognize expenses associated with the legacy clinical trials and
further develop PB272 (neratinib (intravenous)) and PB357, our second and third product candidates, respectively, we
expect our R&D expenses and expenses related to our third-party contractors will continue to increase.

To the extent we are successful in acquiring additional product candidates for our development pipeline, our need to
finance R&D will increase. Accordingly, our success depends not only on the safety and efficacy of our product
candidates, but also on our ability to finance product development. Our major sources of working capital have been
proceeds from public offerings of our common stock and sales of our common stock in private placements.
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Critical Accounting Policies

As of the date of the filing of this quarterly report, we believe there have been no material changes to our critical
accounting policies and estimates during the nine months ended September 30, 2014 from our accounting policies at
December 31, 2013, as reported in our Annual Report on Form 10-K for the fiscal year ended December 31, 2013.

Summary of Expenses

General and administrative, or G&A, expenses consist primarily of salaries and related personnel costs (including
stock-based compensation expense), professional fees, business insurance, rent, general legal activities, and other
corporate expenses.

R&D expenses include costs associated with services provided by consultants who conduct clinical services on our
behalf, contract organizations for manufacturing of clinical materials, and clinical trials including, as of December 31,
2013, the legacy clinical trials. During the three and nine months ended September 30, 2014, our R&D expenses
consisted primarily of CRO costs, other clinical development costs and salaries and related personnel costs (including
stock-based compensation expenses). We expense our R&D costs as they are incurred.

Results of Operations

Three Months Ended September 30, 2014 Compared to Three Months Ended September 30, 2013

General and administrative expenses:

For the three months ended September 30, 2014, G&A expenses were approximately $3.9 million, compared to
approximately $2.3 million for the three months ended September 30, 2013. G&A expenses for the three months
ended September 30, 2014 and 2013 were as follows:

Three Months
Ended Percentage

General and administrative expenses September 30, Change
(in thousands) 2014 2013 2014/2013
Payroll and related costs $759 $644 18 %
Professional fees and expenses 939 554 69 %
Facility and equipment costs 433 290 49 %
Employee stock-based compensation expense 1,377 473 191 %
Insurance and business licenses/taxes 158 117 35 %
Other 201 185 9 %

$3,867 $2,263 71 %

For the three months ended September 30, 2014, G&A expenses increased approximately $1.6 million compared to
the same period in 2013.  Payroll and related costs increased to approximately $0.8 million for the three months ended
September 30, 2014 from approximately $0.6 million for the same period in 2013, as headcount increased to 14 from
nine to support our corporate growth.  Professional fees and expenses increased to approximately $0.9 million for the
three months ended September 30, 2014 from approximately $0.6 million for the same period in 2013.  Professional
fees and expenses consist of legal, auditing and consulting fees for compliance with the Sarbanes-Oxley Act of 2002,
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as amended, or Sarbanes-Oxley, and investor relations.  Facility and equipment costs increased to approximately $0.4
million as we added leased office space.  We recently leased additional suites in our Los Angeles office and our South
San Francisco location and therefore expect our facility costs to continue to increase.   Employee stock-based
compensation expense increased to approximately $1.4 million for the three months ended September 30, 2014
compared to approximately $0.5 million for the same period in 2013.  The increase reflects the increase in our stock
price as well as the increase in the number of option grants issued to employees.  Insurance and business taxes
increased to approximately $0.2 million for the three months ended September 30, 2014, compared to approximately
$0.1 million for the same period in 2013 due to increased levels of insurance held by the Company and increased
business taxes.  We expect G&A expenses to continue to increase moderately as we increase headcount and as our
new leases become effective to support anticipated growth.
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Research and development expenses:

For the three months ended September 30, 2014, R&D expenses were approximately $32.1 million, compared to
approximately $12.1 million for the three months ended September 30, 2013. R&D expenses for the three months
ended September 30, 2014 and 2013 were as follows:

Three Months
Ended Percentage

Research and development expenses September 30, Change
(in thousands) 2014 2013 2014/2013
Outside CRO/licensor services $9,179 $2,972 209 %
Outside other clinical development 7,696 3,711 107 %
Internal regulatory affairs and quality assurance 2,045 1,720 19 %
Internal clinical development 3,850 2,132 81 %
Internal chemical manufacturing 249 200 25 %
Employee stock-based compensation 9,073 1,333 581 %

$32,092 $12,068 166 %

For the three months ended September 30, 2014, R&D expenses increased approximately $20.0 million compared to
the same period in 2013. Approximately $4.4 million of this increase, $3.4 million in outside CRO/licensor services
and $1.0 million in outside other clinical development, resulted from the amendment to the license agreement with the
licensor.  This amendment makes us solely responsible for the expenses incurred or accrued in conducting the ongoing
legacy clinical trials after December 31, 2013.  These expenses would have previously been the licensor’s
responsibility.  We expect additional R&D expenses of approximately $15 million over the remaining life of the trials
and further anticipate that a significant portion of this amount will occur in the next two quarters. Outside
CRO/licensor services for Company-initiated clinical trials accounted for approximately $2.8 million of the
increase.  Outside other clinical development increased to approximately $7.7 million for the three months ended
September 30, 2014, compared to approximately $3.7 million for the same period in 2013.  The approximately $4.0
million increase can primarily be attributed to  an increase in contract chemical manufacturing from approximately
$0.2 million for the three months ended September 30, 2013, to approximately $3.5 million for the three months
ended September 30, 2014, due to the increased activity in Company-initiated clinical trials.  The increases in internal
regulatory affairs and quality assurance, internal clinical development and internal chemical manufacturing, as well as
employee stock-based compensation, were driven by an increase in full-time R&D headcount to 99 from 58 as of
September 30, 2014 and 2013, respectively.  We expect R&D expenses to continue to increase as we recognize the
additional expenses associated with the legacy clinical trials and as we hire additional R&D employees during the
remainder of 2014 to support the filing of a New Drug Application with the FDA and a Marketing Authorization
Application with the European Medicines Agency during 2015.

Nine Months Ended September 30, 2014 Compared to Nine Months Ended September 30, 2013

General and administrative expenses:

For the nine months ended September 30, 2014, G&A expenses were approximately $11.3 million, compared to
approximately $6.8 million for the nine months ended September 30, 2013. G&A expenses for the nine months ended
September 30, 2014 and 2013 were as follows:
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Nine Months
Ended Percentage

General and administrative expenses September 30, Change
(in thousands) 2014 2013 2014/2013
Payroll and related costs $2,255 $1,880 20 %
Professional fees and expenses 2,287 1,732 32 %
Facility and equipment costs 1,313 929 41 %
Employee stock-based compensation expense 4,081 1,354 202 %
Insurance and business licenses/taxes 518 328 58 %
Other 842 581 45 %

$11,296 $6,804 66 %

For the nine months ended September 30, 2014, G&A expenses increased approximately $4.5 million compared to the
same period in 2013.  Payroll and related costs increased to approximately $2.3 million as headcount increased to 14
from nine to support our corporate growth.  Professional fees and expenses increased to approximately $2.3 million
for the nine months ended September 30, 2014 from approximately $1.7 million for the same period in 2013 due to
supporting our overall growth.  Facility and equipment
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costs increased to approximately $1.3 million as we added leased office space.  We recently leased additional suites in
our Los Angeles office and in our South San Francisco location and therefore expect our facility costs to continue to
increase.   Employee stock-based compensation expense increased to approximately $4.1 million for the nine months
ended September 30, 2014, compared to approximately $1.4 million for the nine months ended September 30, 2013. 
The increase reflects the increase in our stock price as well as the increase in the number of option grants issued to
employees.  Insurance and business taxes increased to approximately $0.5 million for the nine months ended
September 30, 2014, compared to approximately $0.3 million for the same period in 2013, due to increased levels of
insurance held by us and increased business taxes.

Research and development expenses:

For the nine months ended September 30, 2014, R&D expenses were approximately $83.4 million, compared to
approximately $32.0 million for the nine months ended September 30, 2013. R&D expenses for the nine months
ended September 30, 2014 and 2013 were as follows:

Nine Months
Ended Percentage

Research and development expenses September 30, Change
(in thousands) 2014 2013 2014/2013
Outside CRO/licensor services $29,785 $8,966 232 %
Outside other clinical development 18,004 10,464 72 %
Internal regulatory affairs and quality assurance 5,558 4,231 31 %
Internal clinical development 10,673 4,886 118 %
Internal chemical manufacturing 668 421 59 %
Employee stock-based compensation 18,699 3,072 509 %

$83,387 $32,040 160 %

For the nine months ended September 30, 2014, R&D expenses increased approximately $51.4 million compared to
the same period in 2013.  Approximately $16.6 million of this increase, $13.4 million in outside CRO/licensor
services and $3.2 million in outside other clinical development, resulted from the amendment of the license agreement
with the licensor.  This amendment makes us solely responsible for the expenses incurred or accrued in conducting the
ongoing legacy clinical trials after December 31, 2013.  Of the approximately $20.8 million increase in outside
CRO/licensor services, approximately $7.4 million were used for Company-initiated clinical trials.  Outside other
clinical development increased to approximately $18.0 million for the nine months ended September 30, 2014,
compared to approximately $10.5 million for the same period in 2013.  Of the approximately $7.5 million increase,
approximately $1.0 million was related to licensor legacy clinical trials and the remaining $6.5 million was related to
Company-initiated trials due to the increased activity in these clinical trials.  The increases in internal regulatory
affairs and quality assurance, internal clinical development and internal chemical manufacturing, and employee
stock-based compensation were driven by an increase in full-time R&D headcount to 99 from 58 as of September 30,
2014 and 2013, respectively.  

While expenditures on current and future clinical development programs, particularly our PB272 program, are
expected to be substantial and to increase, they are subject to many uncertainties, including the results of clinical trials
and whether we develop any of our drug candidates with a partner or independently. As a result of such uncertainties,
we cannot predict with any significant degree of certainty the duration and completion costs of our research and
development projects or whether, when and to what extent we will generate revenue from the commercialization and
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sale of any of our product candidates. The duration and cost of clinical trials may vary significantly over the life of a
project as a result of unanticipated events arising during clinical development and a variety of other factors, including:

�the number of trials and studies in a clinical program;
�the number of patients who participate in the trials;
�the number of sites included in the trials;
�the rates of patient recruitment and enrollment;
�the duration of patient treatment and follow-up;
� the costs of manufacturing our drug

candidates; and
�the costs, requirements, timing of, and ability to secure regulatory approvals.
18
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Interest income:

For the three and nine months ended September 30, 2014, we recognized approximately $111,000 and $223,000,
respectively, in interest income compared to approximately $9,000 and $128,000, respectively, for the three and nine
months ended September 30, 2013. This increase in interest income is due to transferring funds from money market
investments to longer-term higher yielding investments.  As these longer-term investments mature,  the interest is
realized.  

Liquidity and Capital Resources

The following table summarizes our liquidity and capital resources as of September 30, 2014, and is intended to
supplement the more detailed discussion that follows:

Liquidity and capital resources (in thousands)
September
30, 2014

December
31, 2013

Cash and cash equivalents $ 28,263 $ 43,044
Marketable securities 125,597 40,904
Working capital 130,738 77,125
Stockholders' equity 141,603 83,987

Nine
Months
Ended

Nine
Months
Ended

September
30, 2014

September
30, 2013

Cash provided by (used in):
Operating activities $ (58,742 ) $ (41,469 )
Investing activities (85,479 ) (44,824 )
Financing activities 129,440 146
Increase (decrease) in cash $ (14,781 ) $ (86,147 )

Operating Activities:

For the nine months ended September 30, 2014, and the nine months ended September 30, 2013, we reported net loss
of approximately $94.5 million and $38.7 million, respectively, and cash flows used in operating activities of
approximately $58.7 million and $41.5 million, respectively. Our net loss from Former Puma’s date of inception,
September 15, 2010, through September 30, 2014, amounted to approximately $233.7 million, while negative cash
flow from operating activities amounted to approximately $159.6 million for the same period.

For the nine months ended September 30, 2014, the net cash used in operating activities, noted above, consisted of
approximately $23.2 million of non-cash items such as depreciation and stock option expense, a decrease in licensor
receivable of approximately $8.1 million and an increase of approximately $5.6 million in prepaid expenses and other
assets due to the purchase of comparator drugs for use in our clinical trials. Accrued expenses and accounts payable
increased approximately $10.1 million during the nine months ended September 30, 2014, due to increased activity in
the licensor legacy and our clinical trials during the nine months ended September 30, 2014. The decrease in licensor
receivable was related to the amendment of the license agreement.  
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For the nine months ended September 30, 2013, the net cash used in operating activities, noted above, consisted of
approximately $4.7 million of non-cash items such as depreciation and stock option expense, decreased by an increase
in accounts payable and accrued expenses of approximately $2.5 million. Further increasing the net loss to arrive at
the net cash used in operating activities was an increase in licensor receivable of approximately $0.7 million. Prepaid
expenses increased approximately $4.4 million to make up remaining cash used in operating activities as we made
advance payments to CROs and other service providers as we ramped up our Phase II and Phase III trials.

Investing Activities:

During the nine months ended September 30, 2014, net cash used in investing activities was approximately
$85.5 million. This was made up of approximately $132.3 million used for investments of excess cash made in
accordance with our investment policy, offset by $47.4 million cash received from corporate bonds that matured and
approximately $0.6 million used to purchase property and equipment, approximately $0.1 million used for
expenditures for leasehold improvements compared to approximately $44.4 million for the purchase of
available-for-sale securities and $0.4 million in the purchase of property and equipment during the nine months ended
September 30, 2013.

19
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Financing Activities:

During the nine months ended September 30, 2014, we received proceeds of approximately $129.4 million from the
closing of the February 2014 public offering of our common stock. During the nine months ended September 30,
2013, we received proceeds from the exercise of stock options of $0.1 million.

Current and Future Financing Needs:

We have incurred negative cash flow from operations since we started our business. We have spent, and expect to
continue to spend, substantial amounts in connection with implementing our business strategy, including our planned
product development efforts, our clinical trials and our R&D efforts. Given the current and desired pace of clinical
development of our product candidates, over the next 12 months we estimate that our R&D spending will be
approximately $85 million to $100 million, excluding stock-based compensation. We anticipate spending
approximately $8 million to $9 million for general and administrative expenses over the next 12 months, excluding
stock-based compensation. The actual amount of funds we will need to operate is subject to many factors, some of
which are beyond our control.

While we believe that the approximately $153.9 million in cash, cash equivalents and marketable securities and the
$1.8 million licensor receivable as of September 30, 2014, will be sufficient to enable us to meet our anticipated
expenditures through 2015 and into 2016, we may seek to obtain additional capital through the sale of debt or equity
securities, if necessary, especially in conjunction with opportunistic acquisitions or licensing arrangements. We expect
to continue incurring significant losses for the foreseeable future and our continuing operations will depend on
whether we are able to raise additional funds through additional equity or debt financing or by entering into a strategic
alliance with a third party concerning one or more of our product candidates. Through September 30, 2014, a
significant portion of our financing has been through public offerings and private placements of our equity securities.
We will continue to fund operations from cash on hand and through the similar sources of capital previously
described. We can give no assurances that any additional capital raised will be sufficient to meet our needs. Further, in
light of current economic conditions, including the lack of access to the capital markets being experienced by small
companies, particularly in our industry, there can be no assurance that such capital will be available to us on favorable
terms or at all. If we are unable to raise additional funds in the future, we may be forced to delay or discontinue the
development of one or more of our product candidates and forego attractive business opportunities. Any additional
sources of financing will likely involve the sale of our equity securities, which will have a dilutive effect on our
stockholders.

In addition, we have based our estimate of funding our capital requirements on assumptions that may prove to be
wrong. We may need to obtain additional funds sooner than planned or in greater amounts than we currently
anticipate. Potential sources of financing include strategic relationships, public or private sales of equity or debt and
other sources of funds. We may seek to access the public or private equity markets when conditions are favorable due
to our long-term capital requirements. We do not have any committed sources of financing at this time, and it is
uncertain whether additional funding will be available when we need it on terms that will be acceptable to us, or at all.
If we raise funds by selling additional shares of common stock or other securities convertible into common stock, the
ownership interests of our existing stockholders will be diluted. If we are not able to obtain financing when needed,
we may be unable to carry out our business plan. As a result, we may have to significantly limit our operations, and
our business, financial condition and results of operations would be materially harmed. In such an event, we would be
required to undertake a thorough review of our programs, and the opportunities presented by such programs, and
allocate our resources in the manner most prudent.

Adjusted Statement of Operations:

Edgar Filing: PUMA BIOTECHNOLOGY, INC. - Form 10-Q

42



The following tables present our operating results, as calculated in accordance with the accounting principles
generally accepted in the United States, or GAAP, as adjusted to remove the impact of employee stock-based
compensation. These non-GAAP financial measures are not, and should not be viewed as, substitutes for GAAP
reporting measures. We believe these non-GAAP measures enhance understanding of our financial performance, are
more indicative of our operational performance and facilitate a better comparison among fiscal periods.
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Reconciliation of GAAP and Non-GAAP Financial Information

(in thousands except share and per share data)

GAAP
Measure Non-GAAP

GAAP
Measure Non-GAAP

(Reported) Expense Measure (Reported) Expense Measure
Three
Months Adjustments

Three
Months

Nine
Months Adjustments

Nine
Months

Ended Ended Ended Ended
September
30, Stock-based

September
30,

September
30, Stock-based

September
30,

2014 compensation 2014 2014 compensation 2014
Operating expense:
General and administrative $3,867 (1,377 ) $2,490 $11,296 $ (4,081 ) $7,215
Research and development 32,092 (9,072 ) 23,020 83,387 (18,698 ) 64,689
Loss from operations (35,959 ) 10,449 (25,510 ) (94,683 ) 22,779 (71,904 )
Other income (expense):
Interest income 111 — 111 223 — 223
Other expense 4 — 4 (22 ) — (22 )
Totals 115 — 115 201 — 201
Net loss $(35,844 ) $10,449 $(25,395 ) $(94,482 ) $ 22,779 $(71,703 )
Net loss applicable to
common stock $(35,844 ) $10,449 $(25,395 ) $(94,482 ) $ 22,779 $(71,703 )
Net loss per common
share—basic and diluted $(1.19 ) $0.35 $(0.84 ) $(3.16 ) $ 0.76 $(2.40 )
Weighted-average common
shares

   outstanding—basic and
diluted 30,117,819 30,117,819 30,117,819 29,936,254 29,936,254 29,936,254

GAAP
Measure Non-GAAP

GAAP
Measure Non-GAAP

(Reported) Expense Measure (Reported) Expense Measure
Three
Months Adjustments

Three
Months

Nine
Months Adjustments

Nine
Months

Ended Ended Ended Ended
September
30, Stock-based

September
30,

September
30, Stock-based

September
30,

2013 compensation 2013 2013 compensation 2013
Operating expense:
General and administrative $2,263 $ (473 ) $1,790 $6,804 $ (1,354 ) $5,450
Research and development 12,068 (1,333 ) 10,735 32,040 (3,072 ) 28,968
Loss from operations (14,331 ) 1,806 (12,525 ) (38,844 ) 4,426 (34,418 )
Other income (expense):
Interest income 9 — 9 128 — 128
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Other expense 39 — 39 3 — 3
Totals 48 — 48 131 — 131
Net loss $(14,283 ) $1,806 $(12,477 ) $(38,713 ) $ 4,426 $(34,287 )
Net loss applicable to
common stock $(14,283 ) $1,806 $(12,477 ) $(38,713 ) $ 4,426 $(34,287 )
Net loss per common
share—basic and diluted $(0.50 ) $0.06 $(0.44 ) $(1.35 ) $ 0.15 $(1.20 )
Weighted-average common
shares

   outstanding—basic and
diluted 28,682,055 28,682,055 28,682,055 28,678,439 28,678,439 28,678,439
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Off-Balance Sheet Arrangements

We do not have any “off-balance sheet agreements,” as defined by SEC regulations.

Item 3.QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The primary objective of our investing activities is to preserve principal while maximizing the income we receive
from our investments without significantly increasing the risk of loss. Some of the investable securities permitted
under our cash management policy may be subject to market risk for changes in interest rates. To mitigate this risk,
we maintain a portfolio of cash equivalents and available-for-sale investments in a variety of securities, which may
include investment grade commercial paper, money market funds, government debt issued by the United States of
America, state debt, certificates of deposit and investment grade corporate debt. Presently, we are exposed to minimal
market risks associated with interest rate changes because of the relatively short maturities of our investments and we
do not expect interest rate fluctuations to materially affect the aggregate value of our financial instruments. We
manage our sensitivity to these risks by maintaining investment grade short-term investments. We do not purchase or
hold derivative or commodity instruments or other financial instruments for trading purposes. Additionally, we
periodically monitor our investments for adverse material holdings related to the underlying financial solvency of the
issuer. As of September 30, 2014, our investments consisted primarily of corporate obligations. Our results of
operations and financial condition would not be significantly impacted by either a 10% increase or 10% decrease in
interest rates due mainly to the short-term nature of our investment portfolio. We have not used derivative financial
instruments in our investment portfolio. Additionally, we do not invest in foreign currencies or other foreign
investments.

Item  4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures designed to ensure that information required to be disclosed in our
reports under the Exchange Act is recorded, processed, summarized and reported within the timelines specified in the
SEC’s rules and forms, and that such information is accumulated and communicated to our management, including our
Chief Executive Officer (the Company’s principal executive officer) and Senior Vice President, Finance and
Administration (the Company’s principal financial and accounting officer), as appropriate, to allow timely decisions
regarding required disclosure. In designing and evaluating the disclosure controls and procedures, management
recognized that any controls and procedures, no matter how well designed and operated, can only provide reasonable
assurance of achieving the desired control objectives, and in reaching a reasonable level of assurance, management
necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures.

Under the supervision and with the participation of our management, including our Chief Executive Officer and
Senior Vice President, Finance and Administration, we have evaluated the effectiveness of our disclosure controls and
procedures (as defined under Exchange Act Rule 13a-15(e)), as of September 30, 2014. Based on that evaluation, our
Chief Executive Officer and Senior Vice President, Finance and Administration have concluded that these disclosure
controls and procedures were effective as of September 30, 2014.

Changes in Internal Control over Financial Reporting
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There was no change in our internal control over financial reporting that occurred during the fiscal quarter ended
September 30, 2014, that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.
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PART II – OTHER INFORMATION

Item 1.LEGAL PROCEEDINGS
We are not involved in any material pending legal proceedings. Additionally, we are not aware of any contemplated
proceedings against us by any governmental authority.

Item  1A. RISK FACTORS
Under Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2013, which was filed with the
SEC on March 3, 2014, we identified important factors that could affect our financial performance and could cause
our actual results for future periods to differ materially from our anticipated results or other expectations, including
those expressed in any forward-looking statements made in this Form 10-Q. There has been no material change in our
risk factors subsequent to the filing of our Annual Report. However, the risks described in our Annual Report are not
the only risks we face. Additional risks and uncertainties that we currently deem to be immaterial or not currently
known to us, as well as other risks reported from time to time in our reports to the SEC, also could cause our actual
results to differ materially from our anticipated results or other expectations.

Item  2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Recent Sales of Unregistered Securities

We did not sell any of our equity securities without registration under the Securities Act of 1933, as amended, during
the quarter ended September 30, 2014.

Use of Proceeds from the Sale of Registered Securities

On October 18, 2012, our Registration Statement on Form S-1, as amended (File No. 333-184187), was declared
effective for our first registered offering. As a result of the offering, we received net proceeds of approximately $129.2
million. Through September 30, 2014, approximately $109.9 million of the net proceeds from the offering have been
used to fund the ongoing clinical programs for our lead drug candidate and for other general corporate purposes. We
have invested the unused proceeds from the offering in a variety of capital preservation investments, including money
market funds and short-term, investment grade, interest-bearing securities. There has been no material change in our
planned use of proceeds from the offering as described in our final prospectus filed with the SEC pursuant to Rule
424(b) under the Securities Act.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Neither we nor any “affiliated purchasers” within the definition of Rule 10b-18(a)(3) made any purchases of our equity
securities during the quarter ended September 30, 2014.

Item  3. DEFAULTS UPON SENIOR SECURITIES
None.

Edgar Filing: PUMA BIOTECHNOLOGY, INC. - Form 10-Q

48



Item 4.MINE SAFETY DISCLOSURES
Not applicable.

Item  5. OTHER INFORMATION
None.
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Item 6.EXHIBITS
(a)Exhibits required by Item 601 of Regulation S-K.

Exhibit Description

 10.1 * Amendment No. 1 to
License Agreement
dated July 18, 2014,
between Puma
Biotechnology, Inc.
and Pfizer, Inc.

 31.1 Certification of
Principal Executive
Officer pursuant to
Section 302 of the
Sarbanes-Oxley Act of
2002, with respect to
the registrant’s
Quarterly Report on
Form 10-Q for the
quarter ended
September 30, 2014

 31.2 Certification of
Principal Financial
Officer pursuant to
Section 302 of the
Sarbanes-Oxley Act of
2002, with respect to
the registrant’s
Quarterly Report on
Form 10-Q for the
quarter ended
September 30, 2014

 32.1 Certification of
Principal Executive
Officer pursuant to 18
U.S.C. Section 1350, as
adopted pursuant to
Section 906 of the
Sarbanes-Oxley Act of
2002
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 32.2 Certification of
Principal Financial
Officer pursuant to 18
U.S.C. Section 1350, as
adopted pursuant to
Section 906 of the
Sarbanes-Oxley Act of
2002

101.INS XBRL Instance
Document

101.SCH XBRL Taxonomy
Extension Schema

101.CAL XBRL Taxonomy
Extension Calculation
Linkbase

101.DEF XBRL
Taxonomy Extension
Definition Linkbase

101.LAB XBRL Taxonomy
Extension Label
Linkbase

101.PRE XBRL Taxonomy
Extension Presentation
Linkbase

* Portions of this exhibit have been omitted pursuant to a request for confidential treatment pursuant to Rule 24b-2
under the Securities Exchange Act of 1934, as amended.  The omitted portion has been filed separately with the
Securities and Exchange Commission.

24

Edgar Filing: PUMA BIOTECHNOLOGY, INC. - Form 10-Q

51



Edgar Filing: PUMA BIOTECHNOLOGY, INC. - Form 10-Q

52



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

PUMA BIOTECHNOLOGY, INC.

Date: November 10, 2014 By: /s/ Alan H. Auerbach 
Alan H. Auerbach
President and Chief Executive Officer
(Principal Executive Officer)

Date: November 10, 2014 By: /s/ Charles R. Eyler 
Charles R. Eyler
Senior Vice President, Finance and Administration and Treasurer
(Principal Financial and Accounting Officer)
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