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Item 1.02     Termination of a Material Definitive Agreement
 
On May 18, 2020, AcelRx Pharmaceuticals, Inc. (the “Company”) received a notice (the “Notice”) from Grünenthal GmbH (“Grünenthal”) that it is
exercising its right to terminate the amended Collaboration and License Agreement (the “License Agreement”) and the amended Manufacture and Supply
Agreement (the “Supply Agreement”) (together, the “Agreements”) between the Company and Grünenthal, effective on or about November 14, 2020.
Upon termination, the rights to market and sell Zalviso® in the European Union, Switzerland, Liechtenstein, Iceland, Norway and Australia (the
“Territory”) will revert immediately back to the Company.
 
On May 20, 2020, the Company agreed to provide a right of first negotiation (“ROFN”) for a license agreement to replace the Grünenthal License
Agreement to a third party with which the Company is currently negotiating  a license agreement for DZUVEO for the European market.
 
For the years ended December 31, 2018 and 2019, the Company’s cost of goods sold under the Supply Agreement exceeded net sales due to the
manufacturing cost of Zalviso components being higher than the contractual sales price to Grünenthal.  The Company intends to negotiate revised supply
terms for Zalviso under any new agreement.
 
As previously disclosed, under the License Agreement the Company received, among other things, $50.0 million in upfront and milestone payments and is
eligible to receive approximately $194.5 million in additional regulatory and sales-based milestone payments, plus tiered royalty and supply and trademark
fee payments in the mid-teens up to the mid-twenties percent range, depending on the level of sales achieved, on net sales of Zalviso.
 
Also as previously disclosed, in September 2015, the Company sold the majority of the royalty rights and certain commercial sales milestones it was
entitled to receive under the License Agreement to PDL BioPharma, Inc. (“PDL”) in a transaction for which the Company received gross proceeds of $65.0
million (the “Royalty Monetization”). Under the Royalty Monetization, PDL receives 75% of the Territory royalties under the License Agreement, as well
as 80% of the first four commercial milestones worth $35.6 million (or 80% of $44.5 million), up to a capped amount of $195.0 million over the life of the
arrangement. In consideration of the expected termination of the License Agreement, under the Royalty Monetization, the Company must use commercially
reasonable efforts to negotiate a replacement license agreement with a third party.
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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 hereunto duly authorized.

 
 

Date: May 22, 2020 ACELRX PHARMACEUTICALS, INC.  
    
 By: /s/ Raffi Asadorian  
  Raffi Asadorian  
  Chief Financial Officer  
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