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Item 1.01 Entry into a Material Definitive Agreement.

Option, License and Collaboration Agreement

On May 27, 2020, Arcus Biosciences, Inc. (“Arcus”) entered into an Option, License and Collaboration Agreement (“Collaboration Agreement”) with
Gilead Sciences, Inc. (“Gilead”) pursuant to which Gilead will obtain an exclusive option to acquire an exclusive license to all of Arcus’s current and future
clinical programs during the 10-year collaboration term and, for those programs that enter clinical development prior to the end of the collaboration term,
for up to an additional three years thereafter. Gilead may exercise its option, on a program-by-program basis, upon payment of an option fee that ranges
from $200 million to $275 million per program for Arcus’s current clinical programs, and $150 million per program for all other Arcus programs that enter
clinical development. If Gilead exercises its option with respect to Arcus’s TIGIT program, Arcus is also eligible to receive up to $500 million in potential
U.S. regulatory approval milestones with respect to AB154. Pursuant to the Collaboration Agreement, Gilead will make a $175 million upfront cash
payment and will immediately obtain an exclusive license to Arcus’s zimberelimab program.

Upon Gilead’s exercise of its option to a program, the companies will co-develop, equally share global development costs and equally share all profits and
losses for the United States, subject to certain opt-out rights of Arcus, expense caps on Arcus’s spending and true-up adjustments. For each optioned
program, provided Arcus has not exercised its opt-out rights, Arcus has an option to co-promote in the United States. Gilead will obtain rights to exclusively
commercialize any optioned programs outside of the U.S., subject to the rights of Arcus’s existing partners to any territories, and Gilead will pay to Arcus
tiered royalties as a percentage of revenues ranging from the high teens to the low twenties. Gilead will further provide ongoing research and development
support of up to $400 million over the collaboration term.

The Collaboration Agreement is subject to termination (a) by either party for the other party’s uncured material breach or insolvency and (b) by Gilead with
sufficient prior written notice. Other customary termination rights are further provided in the Collaboration Agreement.

Common Stock Purchase Agreement and Investor Rights Agreement

In addition to the Collaboration Agreement, Arcus and Gilead entered into a Common Stock Purchase Agreement and an Investor Rights Agreement
(collectively, the “Equity Agreements”) pursuant to which Gilead will make an upfront equity investment of $200 million by purchasing from Arcus
5,963,029 shares of Arcus common stock at a purchase price of $33.54 per share (the “Initial Purchase Price”). Gilead also has the right, at its option, to
purchase additional shares from Arcus, up to a maximum of 35% of Arcus’s then-outstanding voting common stock, from time to time over the next five
years, at a purchase price equal to the greater of a 20% premium to market (based on a trailing five-day average closing price) at the time Gilead exercises
such option, and the Initial Purchase Price. The Equity Agreements also include standstill and lockup provisions and provide Gilead with certain other stock
purchase and registration rights, as well as the right to designate two individuals to be appointed to Arcus’s Board of Directors.

This transaction is subject to review under the Hart-Scott Rodino Antitrust Improvements Act and other customary closing conditions.

The foregoing is only a brief description of the material terms of the Collaboration Agreement, the Common Stock Purchase Agreement and the Investor
Rights Agreement and does not purport to be a complete description of the rights and obligations of the parties thereunder and is qualified in its entirety by
reference to each of these agreements, which will be filed as exhibits to Arcus’s Quarterly Report on Form 10-Q for the quarter ending June 30, 2020.

 
Item 3.02 Unregistered Sales of Equity Securities.

The information set forth in Item 1.01 above under the caption “Common Stock Purchase Agreement and Investor Rights Agreement” is incorporated by
reference here.    The shares are being sold to Gilead pursuant to Section 4(a)(2) of the Securities Act of 1933, as amended, as they are being sold to one
entity that is an accredited investor.
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