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Item 8.01. Other Events.
Theravance Biopharma, Inc. or its affiliates who are members (“Theravance Biopharma”, the “Company”, “we” or “us”) are entitled to an 85% economic
interest in the royalties paid by Glaxo Group Limited or one of its affiliates (“GSK”) to Theravance Respiratory Company, LLC (“TRC”) pursuant to its
agreements with Innoviva, Inc. (“Innoviva”) primarily with respect to TRELEGY. The distributions to the members of TRC are made net of TRC expenses
paid and the amount of cash, if any, expected to be used by TRC pursuant to the TRC LLC Agreement (“LLC Agreement”) over the next four fiscal
quarters.
On June 10, 2020, the Company disclosed in a Form 8-K that it had formally objected to TRC and Innoviva, as the manager of TRC, regarding their
proposed plan to use TRELEGY royalties to invest in certain privately-held companies, funds that would otherwise be available for distribution to us under
the terms of the TRC LLC Agreement. In this regard, we initiated an arbitration proceeding in October 2020 against Innoviva and TRC, challenging the
authority of Innoviva and TRC to pursue such a business plan rather than distribute such funds to us in a manner that we believe is consistent with the TRC
LLC Agreement and our 85% economic interest in TRC. The arbitration hearing was held during the week of February 16, 2021, with post-hearing briefing
and arguments taking place over the next few weeks.
On March 30, 2021, the arbitrator ruled that, at its current levels of investment, Innoviva and TRC had not breached the LLC Agreement. The arbitrator
further ruled that Innoviva and TRC had not breached the implied covenant of good faith and fair dealing; or their fiduciary duties. The arbitrator also ruled
that (i) Innoviva is entitled to indemnification from TRC for all legal fees and expenses reasonably incurred in the arbitration and (ii) Theravance
Biopharma is entitled to indemnification from the LLC for legal fees and costs incurred in defending an action Innoviva brought against us in the Delaware
Court of Chancery.
The arbitrator noted in the ruling that although Theravance Biopharma failed to show that Innoviva’s investment activities, at the current levels of
investment, have or will have a material and adverse effect on Theravance Biopharma’s economic interest in the LLC, this does not mean that any future
investments or actions will not require our consent. The arbitrator noted in the ruling that Theravance Biopharma may, in the future, have a consent right
over the decision to continue this investment strategy or whether to make a particular investment if, for example, Innoviva develops a track record of poor
investments, overallocates royalties to these investment activities, or fails to distribute sufficient investment returns, and such facts cause the strategy or
investment to have a material adverse effect on Theravance Biopharma’s economic interest in the LLC.
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