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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C. 20549

FORM 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2016

OR

o  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from            to            .
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Commission File Number: 0-20859

GERON CORPORATION
(Exact name of registrant as specified in its charter)

DELAWARE 75-2287752
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

149 COMMONWEALTH DRIVE, SUITE 2070, MENLO PARK, CA 94025
(Address of principal executive offices) (Zip Code)

(650) 473-7700

(Registrant�s telephone number, including area code)

N/A

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.  Yes x  No o

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 o

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 o Accelerated filer x

Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes o  No x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Class: Outstanding at July 29, 2016:
Common Stock, $0.001 par value 159,139,286 shares
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PART I. FINANCIAL INFORMATION

ITEM 1.  CONDENSED FINANCIAL STATEMENTS (UNAUDITED)

GERON CORPORATION

CONDENSED BALANCE SHEETS

(IN THOUSANDS)

JUNE 30, DECEMBER 31,
2016 2015

(UNAUDITED) (NOTE 1)
ASSETS

Current assets:
Cash and cash equivalents $ 8,199 $ 21,248
Restricted cash 267 267
Marketable securities 102,402 92,524
Interest and other receivables 586 1,206
Prepaid assets 248 647
Total current assets 111,702 115,892
Noncurrent marketable securities 25,523 32,661
Property and equipment, net 191 207

$ 137,416 $ 148,760

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 235 $ 160
Accrued compensation and benefits 2,311 2,974
Accrued collaboration charges 3,420 2,328
Accrued restructuring charges 19 52
Accrued liabilities 1,126 1,120
Total current liabilities 7,111 6,634
Commitments and contingencies
Stockholders� equity:
Common stock 159 159
Additional paid-in capital 1,075,922 1,070,567
Accumulated deficit (945,866) (928,387)
Accumulated other comprehensive income (loss) 90 (213)
Total stockholders� equity 130,305 142,126

$ 137,416 $ 148,760

See accompanying notes.
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GERON CORPORATION

CONDENSED STATEMENTS OF OPERATIONS

(IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)

(UNAUDITED)

THREE MONTHS ENDED SIX MONTHS ENDED
JUNE 30, JUNE 30,

2016 2015 2016 2015
Revenues:
License fees and royalties $ 211 $ 251 $ 960 $ 788

Operating expenses:
Research and development 4,575 4,812 9,608 9,799
Restructuring charges � 941 � 1,347
General and administrative 4,547 3,977 9,340 8,577
Total operating expenses 9,122 9,730 18,948 19,723
Loss from operations (8,911) (9,479) (17,988) (18,935)
Unrealized gain on derivatives � � � 16
Interest and other income 293 145 549 294
Interest and other expense (19) (22) (40) (46)
Net loss $ (8,637) $ (9,356) $ (17,479) $ (18,671)

Basic and diluted net loss per share $ (0.05) $ (0.06) $ (0.11) $ (0.12)

Shares used in computing basic and diluted net
loss per share 158,998,931 158,066,910 158,947,485 157,807,239

See accompanying notes.
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GERON CORPORATION

CONDENSED STATEMENTS OF COMPREHENSIVE LOSS

(IN THOUSANDS)

(UNAUDITED)

THREE MONTHS ENDED SIX MONTHS ENDED
JUNE 30, JUNE 30,

2016 2015 2016 2015
Net loss $ (8,637) $ (9,356) $ (17,479) $ (18,671)
Net unrealized gain (loss) on marketable
securities 50 (33) 303 34
Comprehensive loss $ (8,587) $ (9,389) $ (17,176) $ (18,637)

See accompanying notes.
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GERON CORPORATION

CONDENSED STATEMENTS OF CASH FLOWS

CHANGE IN CASH AND CASH EQUIVALENTS

(IN THOUSANDS)

(UNAUDITED)

SIX MONTHS ENDED
JUNE 30,

2016 2015
Cash flows from operating activities:
Net loss $ (17,479) $ (18,671)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 42 22
Accretion and amortization on investments, net 439 1,176
Stock-based compensation for services by non-employees 95 179
Stock-based compensation for employees and directors 4,136 4,389
Amortization related to 401(k) contributions 57 158
Unrealized gain on derivatives � (16)
Changes in assets and liabilities:
Other current assets 1,019 (221)
Other current liabilities 477 (1,056)
Net cash used in operating activities (11,214) (14,040)

Cash flows from investing activities:
Purchases of property and equipment (26) �
Purchases of marketable securities (74,110) (109,090)
Proceeds from maturities of marketable securities 71,234 94,577
Net cash used in investing activities (2,902) (14,513)

Cash flows from financing activities:
Proceeds from issuance of common stock, net of issuance costs 1,067 1,555
Net cash provided by financing activities 1,067 1,555
Net decrease in cash and cash equivalents (13,049) (26,998)
Cash and cash equivalents at the beginning of the period 21,248 42,796
Cash and cash equivalents at the end of the period $ 8,199 $ 15,798

Supplemental Disclosure of Non-Cash Investing Activities:
Net unrealized gain on marketable securities $ 303 $ 34

See accompanying notes.
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GERON CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

JUNE 30, 2016

(UNAUDITED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The terms �Geron�, the �Company�, �we� and �us� as used in this report refer to Geron Corporation. The accompanying unaudited condensed financial
statements have been prepared in accordance with generally accepted accounting principles for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
U.S. generally accepted accounting principles for complete financial statements. In the opinion of management of Geron, all adjustments
(consisting only of normal recurring accruals) considered necessary for a fair presentation have been included. Operating results for the three
and six months ended June 30, 2016 are not necessarily indicative of the results that may be expected for the year ending December 31, 2016 or
any other period. These financial statements and notes should be read in conjunction with the financial statements for each of the three years
ended December 31, 2015, included in the Company�s Annual Report on Form 10-K. The accompanying condensed balance sheet as of
December 31, 2015 has been derived from audited financial statements at that date.

Net Loss Per Share

Basic net income (loss) per share is calculated by dividing net income (loss) by the weighted-average number of shares of common stock
outstanding during the periods presented, without consideration for common stock equivalents. Diluted net income per share is calculated by
adjusting the weighted-average number of shares of common stock outstanding for the dilutive effect of common stock equivalents outstanding
for the periods presented, as determined using the treasury-stock method. Potential dilutive securities primarily consist of outstanding stock
options, restricted stock awards and warrants to purchase our common stock. Diluted net loss per share excludes common stock equivalents
outstanding for the periods presented, as determined using the treasury-stock method, as their effect would be anti-dilutive, resulting in the same
number of shares being used for the calculation of basic and diluted net loss per share. For all periods presented in the accompanying condensed
statements of operations, the net loss applicable to common stockholders is equal to the reported net loss.

Since we incurred a net loss for the three and six months ended June 30, 2016 and 2015, the diluted net loss per share calculation excludes
3,472,593 and 4,876,361 common stock equivalents for the three months ended June 30, 2016 and 2015, respectively, and 3,529,745 and
4,543,831 common stock equivalents for the six months ended June 30, 2016 and 2015, respectively, related to outstanding stock options,
restricted stock awards and warrants (as determined using the treasury-stock method at the estimated average market value) as their effect would
have been anti-dilutive. In addition, 11,739,135 and 9,834,857 potentially dilutive securities for the three months ended
June 30, 2016 and 2015, respectively, and 11,178,928 and 9,344,548 potentially dilutive securities for the six months
ended June 30, 2016 and 2015, respectively, were excluded from the treasury-stock method and calculation of diluted
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net loss per share as their effect would have been anti-dilutive.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires us to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. On a regular basis, management
evaluates these estimates and assumptions. Actual results could differ from those estimates.

Fair Value of Financial Instruments

Cash Equivalents and Marketable Securities

We consider all highly liquid investments with an original maturity of three months or less to be cash equivalents. We are subject to credit risk
related to our cash equivalents and marketable securities. We place our cash and cash equivalents in money market funds, corporate notes and
cash operating accounts. Our marketable securities include U.S. government-sponsored enterprise securities, commercial paper and corporate
notes with original maturities ranging from four to 24 months.

5
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GERON CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

JUNE 30, 2016

(UNAUDITED)

We classify our marketable securities as available-for-sale. We record available-for-sale securities at fair value with unrealized gains and losses
reported in accumulated other comprehensive income (loss) in stockholders� equity. Realized gains and losses are included in interest and other
income and are derived using the specific identification method for determining the cost of securities sold and have been insignificant to date.
Dividend and interest income are recognized when earned and included in interest and other income in our condensed statements of operations.
We recognize a charge when the declines in the fair values below the amortized cost basis of our available-for-sale securities are judged to be
other-than-temporary. We consider various factors in determining whether to recognize an other-than-temporary charge, including whether we
intend to sell the security or whether it is more likely than not that we would be required to sell the security before recovery of the amortized
cost basis. Declines in market value associated with credit losses judged as other-than-temporary result in a charge to interest and other income.
Other-than-temporary charges not related to credit losses are included in accumulated other comprehensive income (loss) in stockholders� equity.
We have not recorded any other-than-temporary impairment charges on our available-for-sale securities for the three and six months ended
June 30, 2016 and 2015. See Note 2 on Fair Value Measurements.

Revenue Recognition

We recognize revenue for each unit of accounting when all of the following criteria have been met: (a) persuasive evidence of an arrangement
exists, (b) delivery has occurred or services have been rendered, (c) the seller�s price to the buyer is fixed or determinable, and (d) collectability is
reasonably assured. Amounts received prior to satisfying these revenue recognition criteria are recorded as deferred revenue. Amounts expected
to be recognized as revenue within the 12 months following the balance sheet date are classified as current deferred revenue. Amounts not
expected to be recognized as revenue within the 12 months following the balance sheet date are classified as noncurrent deferred revenue.

License and/or Collaboration Agreements

In addition to the exclusive collaboration and license agreement, or Collaboration Agreement, that we entered into with Janssen Biotech, Inc., or
Janssen, in November 2014 (which is more fully described in Note 3 on Collaboration and License Agreement), we have entered into several
license or collaboration agreements with various oncology, diagnostics, research tools and biologics production companies. Economic terms in
these agreements may include non-refundable license payments in cash or equity securities, option payments in cash or equity securities, cost
reimbursements, cost-sharing arrangements, milestone payments, royalties on future sales of products, or any combination of these items. In
applying the appropriate revenue recognition guidance related to these agreements, we first assess whether the arrangement contains multiple
elements. In this evaluation, we consider: (i) the deliverables included in the arrangement and (ii) whether the individual deliverables represent
separate units of accounting or whether they must be accounted for as a combined unit of accounting. This evaluation involves subjective
determinations and requires us to make judgments about the individual deliverables and whether such deliverables are separable from the other
aspects of the contractual relationship. Deliverables are considered separate units of accounting provided that: (i) the delivered item(s) has value
to the customer on a standalone basis, and (ii) if the arrangement includes a general right of return relative to the delivered item(s), delivery or
performance of the undelivered item(s) is considered probable and substantially in our control. In assessing whether an item has standalone
value, we consider factors such as the research, manufacturing and commercialization capabilities of the collaboration partner or licensee and the
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availability of the associated expertise in the general marketplace. In addition, we consider whether the collaboration partner or licensee can use
the other deliverable(s) for their intended purpose without the receipt of the remaining element(s), whether the value of the deliverable is
dependent on the undelivered item(s) and whether there are other vendors that can provide the undelivered element(s).

Arrangement consideration that is fixed or determinable is allocated among the separate units of accounting using the relative selling price
method. We then apply the applicable revenue recognition criteria noted above to each of the separate units of accounting in determining the
appropriate period and pattern of recognition. We determine how to allocate arrangement consideration to identified units of accounting based
on the selling price hierarchy provided under relevant accounting guidance. The estimated fair value of deliverables under the

6
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GERON CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

JUNE 30, 2016

(UNAUDITED)

arrangement may be derived using a best estimate of selling price if vendor-specific-objective evidence and third-party evidence are not
available.

Upfront non-refundable signing, license or non-exclusive option fees are recognized as revenue: (i) when rights to use the intellectual property
have been delivered, if the license has standalone value from the other deliverables to be provided under the agreement, or (ii) over the term of
the agreement if we have continuing performance obligations, as the arrangement would be accounted for as a single unit of accounting. When
payments are received in equity securities, we do not recognize any revenue unless such securities are determined to be realizable in cash.

At the inception of an arrangement that includes milestone payments, we assess whether each milestone is substantive and at risk to both parties
on the basis of the contingent nature of the milestone. This evaluation includes an assessment of whether: (i) the consideration is commensurate
with either the performance to achieve the milestone or the enhancement of the value of the delivered item(s) as a result of a specific outcome
resulting from the performance to achieve the milestone, (ii) the consideration relates solely to past performance and (iii) the consideration is
reasonable relative to all of the deliverables and payment terms within the arrangement. We consider various factors, such as the scientific,
clinical, regulatory, commercial and other risks that must be overcome to achieve the respective milestone and the level of effort and investment
required to achieve the respective milestone, in making this assessment. There is considerable judgment involved in determining whether a
milestone satisfies all of the criteria required to conclude that a milestone is substantive. Milestone payments for milestones that are considered
substantive would be recognized as revenue in their entirety upon successful accomplishment of the milestone, assuming all other revenue
recognition criteria are met. Milestone payments for milestones that are not considered substantive would be recognized as revenue over the
remaining period of performance, assuming all other revenue recognition criteria are met.

Royalties are recognized as earned in accordance with contract terms when royalties from licensees can be reasonably estimated and
collectability is reasonably assured. If royalties cannot be reasonably estimated or collectability of a royalty amount is not reasonably assured,
royalties are recognized as revenue when the cash is received. Revenue from commercial milestone payments is accounted for as royalties and
recorded as revenue upon achievement of the milestone, assuming all other revenue recognition criteria are met.

Cost-sharing expenses are recorded as earned or owed based on the performance requirements by both parties under the respective contracts. For
arrangements in which we and our collaboration partner in the agreement are exposed to significant risks and rewards that depend on the
commercial success of the activity, we recognize payments between the parties on a net basis and record such amounts as a reduction or addition
to research and development expense. For arrangements in which we have agreed to perform certain research and development services for our
collaboration partner and are not exposed to significant risks and rewards that depend on the commercial success of the activity, we recognize
the respective cost reimbursements as revenue under the collaborative agreement as the related research and development services are rendered.

Restricted Cash

Edgar Filing: GERON CORP - Form 10-Q

14



Restricted cash consists of funds maintained in a separate certificate of deposit account for credit card purchases.

Research and Development Expenses

Research and development expenses consist of expenses incurred in identifying, developing and testing product candidates resulting from our
independent efforts as well as efforts associated with collaborations. These expenses include, but are not limited to, in-process research and
development acquired in an asset acquisition and deemed to have no alternative future use, payroll and personnel expense, lab supplies,
preclinical studies, clinical trials, including support for investigator-sponsored clinical trials, raw materials to manufacture clinical trial drugs,
manufacturing costs for research and clinical trial materials, sponsored research at other labs, consulting, costs to maintain technology licenses,
our proportionate share of research and development costs under cost-sharing arrangements with collaboration partners and research-related
overhead. Research and development costs are expensed as incurred, including costs incurred under our collaboration and/or license agreements.

7
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GERON CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

JUNE 30, 2016

(UNAUDITED)

For the clinical development activities being conducted by Janssen, we monitor patient enrollment levels and related activities to the extent
possible through discussions with Janssen personnel and base our estimates on the best information available at the time. However, additional
information may become available to us which would allow us to make a more accurate estimate in future periods. In this event, we may be
required to record adjustments to research and development expenses in future periods when the actual level of activity becomes more certain.

Depreciation and Amortization

We record property and equipment at cost and calculate depreciation using the straight-line method over the estimated useful lives of the assets,
generally four years. Leasehold improvements are amortized over the shorter of the estimated useful life or remaining term of the lease.

Stock-Based Compensation

We recognize stock-based compensation expense on a straight-line basis over the requisite service period, which is generally the vesting period.
The following table summarizes the stock-based compensation expense included in operating expenses on our condensed statements of
operations related to stock options, restricted stock awards and employee stock purchases for the three and six months ended June 30, 2016 and
2015 which was allocated as follows:

Three Months Ended June 30, Six Months Ended June 30,
(In thousands) 2016 2015 2016 2015
Research and development $ 354 $ 612 $ 686 $ 1,234
Restructuring charges � 212 � 302
General and administrative 1,763 1,552 3,450 2,853
Stock-based compensation expense included in
operating expenses $ 2,117 $ 2,376 $ 4,136 $ 4,389

In connection with a restructuring we announced in March 2015, the post-termination exercise period for certain stock options previously
granted to employees affected by the restructuring was extended. The incremental value associated with these stock option modifications was
recognized as non-cash stock-based compensation expense and recorded as restructuring charges on our condensed statements of operations as
reflected in the table above. See Note 4 on Restructuring for a further discussion of the March 2015 restructuring.
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As stock-based compensation expense recognized in our condensed statements of operations for the three and six months ended June 30, 2016
and 2015 is based on awards ultimately expected to vest, it has been reduced for estimated forfeitures, but at a minimum, reflects the grant-date
fair value of those awards that actually vested in the period. Forfeitures have been estimated at the time of grant based on historical data and
revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates.

Stock Options

We grant options with service-based vesting under our equity plans to employees, non-employee directors and consultants. The vesting period
for employee options is generally four years. The fair value of options granted during the six months ended June 30, 2016 and 2015 has been
estimated at the date of grant using the Black Scholes option-pricing model with the following assumptions:

Six Months Ended June 30,
2016 2015

Dividend yield 0% 0%
Expected volatility range 0.888 to 0.890 0.874 to 0.884
Risk-free interest rate range 1.21% to 1.38% 1.68% to 1.70%
Expected term 5.5 yrs 5.5 yrs

8
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GERON CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

JUNE 30, 2016

(UNAUDITED)

Employee Stock Purchase Plan

The fair value of employees� purchase rights during the six months ended June 30, 2016 and 2015 has been estimated using the Black Scholes
option-pricing model with the following assumptions:

Six Months Ended June 30,
2016 2015

Dividend yield 0% 0%
Expected volatility range 0.684 0.721 to 1.392
Risk-free interest rate range 0.28% 0.11% to 0.25%
Expected term range 12 mos 6 � 12 mos

Dividend yield is based on historical cash dividend payments. The expected volatility is based on historical volatilities of our stock since traded
options on Geron stock do not correspond to option terms and the trading volume of options is limited. The risk-free interest rate is based on the
U.S. Zero Coupon Treasury Strip Yields for the expected term in effect on the date of grant for an award. The expected term of options is
derived from actual historical exercise and post-vesting cancellation data and represents the period of time that options granted are expected to
be outstanding. The expected term of employees� purchase rights is equal to the purchase period.

Restricted Stock Awards

We have granted restricted stock awards to employees and non-employee directors with service-based vesting schedules that generally vest
annually over four years. The fair value for service-based restricted stock awards is determined using the fair value of our common stock on the
date of grant. The fair value is amortized as stock-based compensation expense over the requisite service period of the award, which is generally
the vesting period, on a straight-line basis and is reduced for estimated forfeitures, as applicable.

Non-Employee Stock-Based Awards

For our non-employee stock-based awards, the measurement date on which the fair value of the stock-based award is calculated is equal to the
earlier of: (i) the date at which a commitment for performance by the counterparty to earn the equity instrument is reached or (ii) the date at
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which the counterparty�s performance is complete. We recognize stock-based compensation expense for the fair value of the vested portion of
non-employee awards in our condensed statements of operations.

Segment Information

Our executive management team represents our chief decision maker. We view our operations as a single segment, the development of
therapeutic products for oncology. As a result, the financial information disclosed herein materially represents all of the financial information
related to our principal operating segment.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board, or FASB, issued Accounting Standards Update No. 2014-09, or ASU 2014-09, which
creates Accounting Standards Codification Topic 606, Revenue from Contracts with Customers, or Topic 606, and supersedes the revenue
recognition requirements in Accounting Standards Codification Topic 605, Revenue Recognition, including most industry-specific revenue
recognition guidance throughout the Industry Topics of the Codification. In summary, the core principle of Topic 606 is to recognize revenue
when promised goods or services are transferred to customers in an amount that reflects the consideration that is expected to be received for
those goods or services. Companies are allowed to select between two transition methods: (1) a full retrospective transition method with the
application of the new guidance to each prior reporting period presented, or (2) a retrospective transition method that recognizes the cumulative
effect on prior periods at the date of adoption together with additional footnote disclosures. The amendments in ASU 2014-09 are effective for
annual reporting periods beginning after December 15, 2017, including interim periods within that reporting period. Earlier application is
permitted only as of annual reporting periods beginning after December 15,

9
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GERON CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

JUNE 30, 2016

(UNAUDITED)

2016, including interim periods within that reporting period. In March, April and May 2016, the FASB issued Accounting Standards Update
No. 2016-08 (Topic 606), Revenue From Contracts With Customers: Principal vs. Agent Considerations, or ASU 2016-08, Accounting
Standards Update No. 2016-10 (Topic 606), Revenue From Contracts with Customers: Identifying Performance Obligations and Licensing, or
ASU 2016-10, and Accounting Standards Update No. 2016-12 (Topic 606), Revenue From Contracts with Customers: Narrow-Scope
Improvements and Practical Expedients, or ASU 2016-12, respectively, to provide supplemental adoption guidance and clarification to ASU
2014-09. We are currently evaluating the impact that the adoption of these standards will have on our financial statements and related
disclosures and have not made any decision on the method or timing of adoption.

In November 2015, the FASB issued Accounting Standards Update No. 2015-17, Income Taxes (Topic 740): Balance Sheet Classification of
Deferred Taxes, or ASU 2015-17. Current generally accepted accounting principles require an entity to separate deferred income tax liabilities
and assets into current and noncurrent amounts in a classified statement of financial position. To simplify the presentation of deferred income
taxes, ASU 2015-17 requires that deferred tax liabilities and assets be classified as noncurrent in a classified statement of financial position. The
current requirement that deferred tax liabilities and assets of a tax paying component of an entity be offset and presented as a single amount is
not affected by the amendments in this update. The amendments in this update are effective for financial statements issued for annual periods
beginning after December 15, 2016, and interim periods within those annual periods. Earlier application is permitted for all entities as of the
beginning of an interim or annual reporting period. We are currently evaluating the impact that the adoption of ASU 2015-17 will have on our
financial statements and related disclosures and have not made any decision regarding the timing of adoption.

In February 2016, the FASB issued Accounting Standards Update No. 2016-02, Leases (Topic 842), or ASU 2016-02. ASU 2016-02 requires an
entity to recognize a right-of-use asset and lease liability for all leases with terms of more than 12 months. Recognition, measurement and
presentation of expenses will depend on classification as a finance or operating lease. Certain quantitative and qualitative disclosures about
leasing arrangements also are required. ASU 2016-02 is effective for fiscal years beginning after December 15, 2018, including interim periods
within those fiscal years. Early adoption is permitted. The updated guidance requires a modified retrospective adoption. We are currently
evaluating the impact that the adoption of ASU 2016-02 will have on our financial statements and related disclosures and have not made any
decision regarding the timing of adoption.

In March 2016, the FASB issued Accounting Standards Update No. 2016-09, Improvements to Employee Share-Based Payment Accounting, or
ASU 2016-09, which amends Accounting Standards Codification Topic 718, Compensation � Stock Compensation. ASU 2016-09 simplifies
several aspects of the accounting for share-based payment transactions, including the income tax consequences, classification of awards as either
equity or liabilities and classification on the statement of cash flows. ASU 2016-09 is effective for annual periods beginning after December 15,
2016, and interim periods within those annual periods and early adoption is permitted. We are currently evaluating the impact of the adoption of
ASU 2016-09 on our financial statements and related disclosures and have not made any decision regarding the timing of adoption.

With the exception of the standards discussed above, there have been no new accounting pronouncements not yet effective that have
significance, or potential significance, to our financial statements.
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2. FAIR VALUE MEASUREMENTS

We categorize financial instruments recorded at fair value on our condensed balance sheets based upon the level of judgment associated with
inputs used to measure their fair value. The categories are as follows:

Level 1 � Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the measurement date. An active
market for an asset or liability is a market in which transactions for the asset or liability occur with sufficient frequency
and volume to provide pricing information on an ongoing basis.

Level 2 � Inputs (other than quoted market prices included in Level 1) are either directly or indirectly observable for the asset or
liability through correlation with market data at the measurement date and for the duration of the instrument�s anticipated
life.

Level 3 � Inputs reflect management�s best estimate of what market participants would use in pricing the asset or liability at the
measurement date. Consideration is given to the risk inherent in the valuation technique and the risk inherent in the inputs
to the model.

A financial instrument�s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value
measurement. Below is a description of the valuation methodologies used for financial instruments measured at fair value on our condensed
balance sheets, including the category for such financial instruments.

Cash Equivalents and Marketable Securities

Certificates of deposit and money market funds are categorized as Level 1 within the fair value hierarchy as their fair values are based on quoted
prices available in active markets. U.S. government-sponsored enterprise securities, commercial paper and corporate notes are categorized as
Level 2 within the fair value hierarchy as their fair values are estimated by using pricing models, quoted prices of securities with similar
characteristics or discounted cash flows.

Cash equivalents, restricted cash and marketable securities by security type at June 30, 2016 were as follows:
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Gross Gross
Amortized Unrealized Unrealized Estimated

(In thousands) Cost Gains Losses Fair Value
Included in cash and cash equivalents:
Money market funds $ 4,284 $ � $ � $ 4,284
Corporate notes 1,500 � � 1,500

$ 5,784 $ � $ � $ 5,784
Restricted cash:
Certificate of deposit $ 267 $ � $ � $ 267
Marketable securities:
Government-sponsored enterprise securities
(due in 1 to 2 years) $ 17,006 $ 5 $ � $ 17,011
Commercial paper (due in less than 1 year) 40,000 63 (4) 40,059
Corporate notes (due in less than 1 year) 62,330 29 (16) 62,343
Corporate notes (due in 1 to 2 years) 8,499 18 (5) 8,512

$ 127,835 $ 115 $ (25) $ 127,925

11
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Cash equivalents, restricted cash and marketable securities by security type at December 31, 2015 were as follows:

Gross Gross
Amortized Unrealized Unrealized Estimated

(In thousands) Cost Gains Losses Fair Value
Included in cash and cash equivalents:
Money market funds $ 4,577 $ � $ � $ 4,577
Government-sponsored enterprise securities 1,999 � � 1,999
Commercial paper 7,599 � � 7,599
Corporate notes 5,002 � (1) 5,001

$ 19,177 $ � $ (1) $ 19,176
Restricted cash:
Certificate of deposit $ 267 $ � $ � $ 267
Marketable securities:
Government-sponsored enterprise securities
(due in 1 to 2 years) $ 10,007 $ � $ (57) $ 9,950
Commercial paper (due in less than 1 year) 27,661 49 (2) 27,708
Corporate notes (due in less than 1 year) 64,892 1 (77) 64,816
Corporate notes (due in 1 to 2 years) 22,837 � (126) 22,711

$ 125,397 $ 50 $ (262) $ 125,185

Cash equivalents and marketable securities with unrealized losses at June 30, 2016 and December 31, 2015 were as follows:

Less Than 12 Months 12 Months or Greater Total
Gross Gross Gross

Estimated Unrealized Estimated Unrealized Estimated Unrealized
(In thousands) Fair Value Losses Fair Value Losses Fair Value Losses
As of June 30, 2016:
Commercial paper (due in less than 1
year) $ 6,353 $ (4) $ � $ � $ 6,353 $ (4)
Corporate notes (due in less than 1 year) 22,879 (9) 9,130 (7) 32,009 (16)
Corporate notes (due in 1 to 2 years) 1,398 (5) � � 1,398 (5)

$ 30,630 $ (18) $ 9,130 $ (7) $ 39,760 $ (25)
As of December 31, 2015:
Government-sponsored enterprise
securities (due in 1 to 2 years) $ 9,950 $ (57) $ � $ � $ 9,950 $ (57)
Commercial paper (due in less than 1
year) 7,834 (2) � � 7,834 (2)
Corporate notes (due in less than 1 year) 61,006 (71) 6,301 (7) 67,307 (78)
Corporate notes (due in 1 to 2 years) 22,711 (126) � � 22,711 (126)
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$ 101,501 $ (256) $ 6,301 $ (7) $ 107,802 $ (263)

The gross unrealized losses related to commercial paper, corporate notes and government-sponsored enterprise securities as of June 30, 2016 and
December 31, 2015 were due to changes in interest rates. We determined that the gross unrealized losses on our cash equivalents and marketable
securities as of June 30, 2016 and December 31, 2015 were temporary in nature. We review our investments quarterly to identify and evaluate
whether any investments have indications of possible impairment. Factors considered in determining whether a loss is temporary include the
length of time and extent to which the fair value has been less than the amortized cost basis and whether we intend to sell the security or whether
it is more likely than not that we would be required to sell the security before recovery of the amortized cost basis. We currently do not intend to
sell these securities before recovery of their amortized cost bases.

12
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Fair Value on a Recurring Basis

The following table presents information about our financial instruments that are measured at fair value on a recurring basis as of June 30, 2016
and indicates the fair value category assigned.

Fair Value Measurements at Reporting Date Using
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs

(In thousands) Level 1 Level 2 Level 3 Total
Money market funds(1) $ 4,284 $ � $ � $ 4,284
Government-sponsored enterprise securities(3) � 17,011 � 17,011
Commercial paper(2) � 40,059 � 40,059
Corporate notes(1)(2)(3) � 72,355 � 72,355
Total $ 4,284 $ 129,425 $ � $ 133,709

The following table presents information about our financial instruments that are measured at fair value on a recurring basis as of December 31,
2015 and indicates the fair value category assigned.

Fair Value Measurements at Reporting Date Using
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs

(In thousands) Level 1 Level 2 Level 3 Total
Money market funds(1) $ 4,577 $ � $ � $ 4,577
Government-sponsored enterprise securities(1)(3) � 11,949 � 11,949
Commercial paper(1)(2) � 35,307 � 35,307
Corporate notes(1)(2)(3) � 92,528 � 92,528
Total $ 4,577 $ 139,784 $ � $ 144,361

(1)  Included in cash and cash equivalents on our condensed balance sheets.

(2)  Included in current portion of marketable securities on our condensed balance sheets.
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(3)  Included in noncurrent portion of marketable securities on our condensed balance sheets.

3. COLLABORATION AND LICENSE AGREEMENT

In November 2014, we and Janssen entered into the Collaboration Agreement under which we granted to Janssen exclusive worldwide rights to
develop and commercialize imetelstat for all human therapeutic uses, including hematologic myeloid malignancies. Upon the effectiveness of
the Collaboration Agreement, we received $35,000,000 from Janssen as an upfront payment, which we classified as deferred revenue upon
receipt.

Under the Collaboration Agreement, Janssen is wholly responsible for the development, manufacturing and commercialization of, and seeking
regulatory approval for, imetelstat worldwide. To that end, Janssen is currently proceeding with the development of imetelstat with two clinical
trials: a Phase 2 trial in myelofibrosis, referred to as IMbark�, and a Phase 2/3 trial in myelodysplastic syndromes, referred to as IMerge�.
Development costs for IMbark� and IMerge� are being shared between us and Janssen on a 50/50 basis. Additionally, under the terms of the
Collaboration Agreement, we remain responsible for prosecuting, at Janssen�s direction, the patents licensed to Janssen at the time we entered
into the Collaboration Agreement, with costs shared between us and Janssen on a 50/50 basis. The cost sharing arrangement with Janssen began
in January 2015. As of June 30, 2016, accrued collaboration charges of $3,420,000 on our condensed balance sheet represent the net amount
owed to Janssen for our proportionate share of research and development costs incurred by Janssen under the Collaboration Agreement for the
three months ended June 30, 2016.

Following completion of the protocol-specified primary analysis of IMbark� or after a certain time period after the initiation of the first Phase 3
myelofibrosis study, if any, Janssen must notify us whether it elects to maintain its license rights and continue to advance the development of
imetelstat in any indication. In the event that IMbark� is

13
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terminated early or suspended, Janssen must instead notify us of its decision by the date that is the later of 24 months from the initiation of
IMerge� or 24 months from the termination of IMbark� or commencement of the suspension period, as applicable.

In the event that Janssen elects to continue to maintain its license rights and advance the development of imetelstat in any indication within the
applicable timeframe set forth in the Collaboration Agreement (such decision, the Continuation Decision), we then would have an option, or the
U.S. Opt-In Rights, to share further U.S. development and promotion costs, including our share of development costs incurred to date by Janssen
beyond IMbark� or IMerge�, in exchange for higher tiered royalty rates and higher future development and regulatory milestone payments if
imetelstat is successfully developed and approved. If we exercise the U.S. Opt-In Rights, then we and Janssen would share U.S. development
and promotion costs beyond IMbark� or IMerge� on a 20/80 basis (Geron 20%, Janssen 80%), we would receive a $65,000,000 milestone
payment, or the Continuation Fee, at the time of an affirmative Continuation Decision, and would be eligible to receive additional potential
payments of up to $470,000,000 for the achievement of certain development and regulatory milestones, up to $350,000,000 for the achievement
of certain sales milestones, and tiered royalties ranging from a mid-teens up to low twenties percentage rate on worldwide net sa
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