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Item 8.01. Other Events.
 
On January 7, 2020 the Company’s affiliates received $15.8 million in a distribution from Innoviva, Inc. (Innoviva) representing the affiliates’ share of the net
royalty income payments for the third quarter ended September 30, 2019 plus $6.9 million previously withheld, less estimated Theravance Respiratory
Company LLC (TRC) expenses for the quarter ended December 31, 2019 and estimated expenses through 2020. The Company was recently informed by
Innoviva that GSK has declined to adopt certain TRELEGY ELLIPTA development and commercialization initiatives proposed by Innoviva and that as a
result Innoviva will not continue to withhold any funds that had been reserved for those initiatives.
 
As previously reported, in May 2019, the Company announced that it had initiated an arbitration against Innoviva and TRC because Innoviva, as manager of
TRC, had caused TRC to withhold certain distributions owed to the Company’s affiliates with respect to their 85% economic interest in TRC since the quarter
ended December 31, 2018, and Innoviva’s previous statement to the Company that it intended to prevent TRC from making cash distributions during 2019.
The arbitration hearing commenced on July 23, 2019.
 
In September 2019, the arbitrator issued a final decision, which included injunctive relief to give more certainty to future dealings between the parties and to
clarify certain terms of the TRC LLC Agreement, and imposed additional obligations on Innoviva to obtain the consent of GSK for any proposed investment
of TRC funds that requires the consent of GSK under the collaboration agreement dated November 14, 2002, as amended. Under the arbitrator’s ruling,
Innoviva was permitted to continue to withhold $8.0 million of TRC funds for certain TRELEGY ELLIPTA development and commercialization initiatives
proposed by Innoviva. These initiatives were required to be presented to GSK in the fourth quarter of 2019 and they could not be implemented without GSK’s
approval, which approval must be obtained no later than during the first quarter of 2020.
 
As of June 30, 2019, the Company’s affiliates were owed, under the TRC LLC Agreement, $20.0 million in net royalty income payments for the period from
the fourth quarter of 2018 through the second quarter of 2019. After initiation of the arbitration and prior to the final decision being issued in the third quarter
of 2019, Innoviva caused TRC to make a partial distribution of funds to the Company’s affiliates of $10.6 million against these amounts due. Innoviva
withheld $6.9 million, representing the Company’s affiliates’ share of the $8.0 million of total TRC funds earmarked for the specific TRELEGY ELLIPTA
development and commercialization initiatives proposed by Innoviva, pursuant to the arbitrator’s final decision. The amount due to the Company’s affiliates
as of September 30, 2019 was approximately $16.7 million, which included the $6.9 million being withheld by Innoviva.
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