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Item 1.01. Entry into a Material Definitive Agreement.

On December 13, 2021 (the “Execution Date”), Arbutus Biopharma Corporation (the “Company”) entered into an Exclusive License Agreement (the
“License Agreement”) with Qilu Pharmaceutical Co., Ltd. (“Qilu”), pursuant to which the Company granted Qilu an exclusive (except as to the Company’s
retained rights as set forth below), sublicensable, royalty-bearing license, under certain intellectual property owned by the Company, to develop,
manufacture and commercialize the Company’s product candidate, AB-729 (the “Licensed Compound”), including pharmaceutical products that include
the Licensed Compound (each, a “Licensed Product” and collectively, “Licensed Products”), for the treatment or prevention of hepatitis B (the “Field”) in
China, Hong Kong, Macau and Taiwan (the “Territory”). With respect to the Licensed Compound, the Company retains non-exclusive rights to develop and
manufacture the Licensed Compound in the Territory, and exclusive rights to develop, manufacture and commercialize the Licensed Compound and
Licensed Products outside the Field in the Territory and in the Field and outside the Field in the rest of the world.

In partial consideration for the rights granted by the Company, Qilu agreed to pay to the Company (i) a one-time upfront cash payment of $40 million
payable within 30 business days of the Execution Date, and (ii) milestone payments totaling up to $245 million, net of withholding taxes, upon the
achievement of certain technology transfer, development, regulatory and commercialization milestones.

Qilu also agreed to pay the Company double digit royalties into the low twenties percent based upon annual net sales of Licensed Products in the Territory.
The royalties are payable on a Licensed Product-by-Licensed Product and region-by-region basis commencing on the first commercial sale of a Licensed
Product in a region and continuing until the later to occur of (i) the expiration of the last valid patent claim covering or claiming the composition of matter,
method of treatment, or method of manufacture of such Licensed Product in such region, (ii) the expiration of regulatory or data exclusivity for such
Licensed Product in such region, and (iii) the tenth anniversary of the first commercial sale of such Licensed Product in such region (collectively, the
“Royalty Term”). The royalty rate is subject to reduction under certain circumstances, including when there is no valid claim of a licensed patent that
covers a Licensed Product in a particular region or following the existence of a defined level of generic competition to a Licensed Product in a particular
region.

Qilu is responsible for all costs related to developing, obtaining regulatory approval for and commercializing the Licensed Products in the Field in the
Territory. Qilu is required to use commercially reasonable efforts to develop, seek regulatory approval for, and commercialize at least one Licensed Product
in the Field in the Territory. A joint development committee will be established between the Company and Qilu to coordinate and review the development,
manufacturing and commercialization plans with respect to the Licensed Products in the Territory. The Company and Qilu also agreed to negotiate in good
faith the terms and conditions of a supply agreement and related quality agreement pursuant to which the Company will manufacture or have manufactured
and supply Qilu with all quantities of the Licensed Product necessary for Qilu to develop and commercialize the Licensed Product in the Field in the
Territory until the Company has completed manufacturing technology transfer to Qilu and approval of a Qilu, or its designated contract manufacturing
organization, manufactured product by National Medical Products Administration in China for the Licensed Product.

The License Agreement will expire on a Licensed Product-by-Licensed Product and region-by-region basis on the date of the expiration of the Royalty
Term in such region. Upon expiration of the License Agreement, Qilu will have a fully paid-up, freely transferable, perpetual license to use the patent rights
and know-how licensed from the Company to research, develop, have developed, manufacture, have manufactured, use, sell, offer for sale, import, export
and otherwise commercialize the applicable Licensed Product in the Field in the Territory. Either party may terminate the License Agreement for the other
party’s material breach following a cure period or upon certain insolvency events. Qilu may terminate the License Agreement at its sole discretion and
without any penalty or liability for any reason or no reason upon twelve months prior written notice to the Company.

The License Agreement includes customary representations and warranties, covenants and indemnification obligations for a transaction of this nature.

The foregoing description of the terms of the License Agreement is not complete and is qualified in its entirety by reference to the full text of the License
Agreement, which the Company intends to file as an exhibit to the Company’s Annual Report on Form 10-K for the annual period ended December 31,
2021.

Item 8.01. Other Events.

On the Execution Date, the Company entered into a Share Purchase Agreement (the “Share Purchase Agreement”) with Anchor Life Limited, a company
established pursuant to the applicable laws and regulations of Hong Kong and an affiliate of Qilu Pharmaceutical (the “Investor”), pursuant to which the
Company agreed to offer and sell and the Investor agreed to purchase 3,579,952 of the Company’s common shares, without par value (the “Common
Shares”), at a purchase price of USD $4.19 per share, which was the thirty-day volume weighted average price of the Common Shares as of the close of
trading on December 10, 2021 (the “Share Transaction”). The aggregate gross proceeds to the Company from the Share Transaction are expected to be
$15.0 million. The Common Shares to be issued to the Investor in the Share Transaction represent approximately 2.5% of the Common Shares outstanding
immediately prior to the execution of the Share Purchase Agreement on the Execution Date. The Share Transaction is expected to close within 30 days
following the Execution Date, subject to customary closing conditions.

The Share Transaction is exempt from the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”), and the Common
Shares to be issued in the Share Transaction are being offered and sold without registration under the Securities Act pursuant to the exemption provided by
Section 4(a)(2) of the Securities Act and Rule 506 promulgated thereunder as transactions not involving a public offering, as well as similar exemptions
under applicable state securities laws, in reliance upon the following facts: no general solicitation was used in the offer or sale of such securities; the
recipient of the securities had adequate access to information about the Company; the recipient of such securities represented its acquisition thereof as
principal for its own account and its lack of any arrangements or understandings regarding the distribution of such securities; the recipient of such securities
represented its capability of evaluating the merits of an investment in the Company’s securities due to its knowledge, sophistication and experience in
business and financial matters; and such securities were issued as restricted securities with restricted legend referring to the Securities Act. No such
securities may be offered or sold in the United States in the absence of an effective registration statement or exemption from applicable registration
requirements. No statement in this document or the attached exhibit is an offer to purchase or sell or a solicitation of an offer to sell or buy the Company’s
securities, and no offer, solicitation or sale will be made in any jurisdiction in which such offer, solicitation or sale is unlawful.

On December 13, 2021, the Company issued a press release announcing that the Company and Qilu have entered into the License Agreement and the Share
Purchase Agreement. A copy of the press release is filed herewith as Exhibit 99.1 and is incorporated by reference herein.

Forward-Looking Statements and Information

This current report on Form 8-K contains forward-looking statements within the meaning of the Section 27A of the Securities Act of 1933 and Section 21E
of the Securities Exchange Act of 1934, and forward-looking information within the meaning of Canadian securities laws (collectively, “forward-looking
statements”). Forward-looking statements in this current report on Form 8-K include statements about the Company’s expectations for the collaboration



with Qilu and any potential benefits related thereto; the expected timing of the upfront payment under the License Agreement; the timing and potential
amount of milestone and royalty payments to be received under the License Agreement; and the expected timing of closing of the Share Transaction. There
are known and unknown risk factors which could cause Arbutus’ actual results, performance or achievements to be materially different from any future
results, performance or achievements expressed or implied by the forward-looking statements contained herein. Known risk factors and uncertainties
include, among others: Arbutus and Qilu may never realize the expected benefits of the collaboration; and satisfaction of the closing conditions set forth in
the License Agreement and Share Purchase Agreement. A more complete discussion of the risks and uncertainties facing Arbutus appears in Arbutus’
Annual Report on Form 10-K, Arbutus’ Quarterly Reports on Form 10-Q and Arbutus’ continuous and periodic disclosure filings, which are available at
www.sedar.com and at www.sec.gov. All forward-looking statements herein are qualified in their entirety by this cautionary statement, and Arbutus
disclaims any obligation to revise or update any such forward-looking statements or to publicly announce the result of any revisions to any of the forward-
looking statements contained herein to reflect future results, events or developments, except as required by law.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits.

Exhibit Number Description
   
99.1  Press release dated December 13, 2021
104  Cover page interactive data file (formatted as inline XBRL).
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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.

 Arbutus Biopharma Corporation
   
  
Date: December 13, 2021 By: /s/ David C. Hastings        
  David C. Hastings
  Chief Financial Officer
  

 



EXHIBIT 99.1

Arbutus and Qilu Pharmaceutical Enter into an Exclusive Licensing Agreement and Strategic
Partnership to Develop and Commercialize AB-729 in mainland China, Hong Kong, Macau and Taiwan

Qilu Pharmaceutical, one of the leading pharmaceutical companies in China, becomes strategic partner to provide
development, manufacturing and commercialization expertise for the mainland China, Hong Kong, Macau and Taiwan

markets

Arbutus to receive $40 million in an upfront payment, up to $245 million in development and commercialization milestone
payments, double-digit tiered royalties and a $15 million equity investment

WARMINSTER, Pa. and JINAN, China, Dec. 13, 2021 (GLOBE NEWSWIRE) -- Arbutus Biopharma Corporation (Nasdaq:
ABUS), a clinical-stage biopharmaceutical company dedicated to developing a cure for people with chronic hepatitis B virus
(HBV) infection, and Qilu Pharmaceutical, one of the leading pharmaceutical companies in China, today announced that the
companies have entered into an exclusive licensing agreement and strategic partnership for the development and
commercialization of AB-729 for the treatment or prevention of hepatitis B in mainland China, Hong Kong, Macau and Taiwan.

AB-729 is Arbutus’s lead RNA interference (RNAi) therapeutic that is currently in multiple Phase 2a proof-of-concept clinical
trials designed to evaluate it in combination with other approved or investigational agents. 

William Collier, President and Chief Executive Officer of Arbutus Biopharma, commented, “Qilu is an ideal partner for our AB-
729 RNAi therapeutic given their extensive development, regulatory and commercialization capabilities in China. We are now
positioned to bring AB-729 to the largest HBV patient population in need of a cure and to tap into one of the largest and most
promising healthcare markets worldwide. We are committed to working with Qilu in this partnership which further validates the
potential of AB-729 to address the unmet medical need in HBV.”

Qilu Pharmaceutical Chief Executive Officer, Ms. Yan Li commented, “The HBV patient population is significant in China.
Based on clinical data achieved to-date, we believe in the potential of AB-729 to be a safe and effective treatment option in
treating HBV. We look forward to collaborating with Arbutus to maximize the potential clinical value that AB-729 can bring to
and benefit the millions of underserved HBV patients in China.”

Under the terms of the agreement, Arbutus will receive a $40 million upfront payment and will be entitled to additional payments
of up to $245 million upon reaching certain development, regulatory and sales milestones. The above amounts are net of
withholding taxes. Qilu will be responsible for funding all development and commercialization activities for mainland China,
Hong Kong, Macau and Taiwan. Arbutus is also entitled to receive double-digit tiered royalties up to the low twenties percent on
annual net sales. In addition, Qilu will make a $15 million equity investment in Arbutus common shares at a price of $4.19 per
share, a 15% premium of Arbutus’ previous 30-day average closing stock price calculated from December 10, 2021.

The common shares to be sold in the private placement have been offered only to certain institutional and/or accredited investors
in reliance upon an exemption from the registration requirements of the Securities Act of 1933, as amended (the “Securities
Act”). The common shares have not been registered under the Securities Act or any state or other securities laws and may not be
offered or sold in the United States absent registration or an applicable exemption from registration requirements of the Securities
Act and applicable state securities laws. The Securities and Exchange Commission has not passed upon the merits of or given its
approval to the common shares, the terms of the private placement or the accuracy or completeness of any private placement
materials. The common shares sold in the private placement are subject to legal restrictions on transfer.

This press release shall not constitute an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of these
securities in any state or jurisdiction in which such an offer, solicitation or sale would be unlawful prior to registration or
qualification or otherwise under the securities laws of any such state or jurisdiction.

About AB-729

AB-729 is an RNA interference (RNAi) therapeutic specifically designed to reduce all HBV viral proteins and antigens,
including hepatitis B surface antigen, which is thought to be a key prerequisite to enable reawakening of a patient’s immune
system to respond to the virus. AB-729 targets hepatocytes using Arbutus’ novel covalently conjugated N-acetylgalactosamine
(GalNAc) delivery technology that enables subcutaneous delivery. Clinical data generated thus far has shown single- and multi-
doses of AB-729 to be generally safe and well-tolerated while providing meaningful reductions in hepatitis B surface antigen and
hepatitis B DNA.

About HBV

Hepatitis B is a potentially life-threatening liver infection caused by the hepatitis B virus (HBV). HBV can cause chronic
infection which leads to a higher risk of death from cirrhosis and liver cancer. Chronic HBV infection represents a significant
unmet medical need. The World Health Organization estimates that over 250 million people worldwide suffer from chronic HBV
infection, while other estimates indicate that approximately 2 million people in the United States suffer from chronic HBV
infection. Approximately 900,000 people die every year from complications related to chronic HBV infection despite the
availability of effective vaccines and current treatment options.



About Arbutus

Arbutus Biopharma Corporation (Nasdaq: ABUS) is a clinical-stage biopharmaceutical company primarily focused on
discovering, developing and commercializing a broad portfolio of assets with different modes of action to provide a cure for
people with chronic hepatitis B virus (HBV) infection. The Company is advancing multiple product candidates with distinct
mechanisms of action that suppress viral replication, reduce surface antigen and reawaken the immune system. Arbutus believes
this three-prong approach is key to transforming the treatment and developing a potential cure for chronic HBV infection.
Arbutus’ HBV product pipeline includes RNA interference (RNAi) therapeutics, oral capsid inhibitors, oral compounds that
inhibit PD-L1 and oral HBV RNA destabilizers. In addition, Arbutus has an ongoing drug discovery and development program
directed to identifying orally active agents for treating coronaviruses (including COVID-19). For more information, visit
www.arbutusbio.com.

About Qilu Pharmaceutical

Qilu Pharmaceutical is a leading vertically integrated pharmaceutical company focused on discovering, developing,
manufacturing and commercializing innovative medicines. With a diverse pipeline of novel therapeutics, 10 manufacturing sites
and more than 23,000 employees worldwide, Qilu is dedicated to transforming scientific innovation by internal R&D across 5
R&D platforms based in the US (Seattle WA, Boston MA, San Francisco CA) and China (Shanghai, Jinan), and external
partnership globally into healthcare solutions to address unmet medical needs. To date, Qilu has launched 200+ products with
30+ products "First to launch" in China and 3 products "D181 launch" in US with approximately US$4.2 billion sales revenue in
2020. For more information, please visit http://en.qilu-pharma.com.

Forward-Looking Statements and Information

This press release contains forward-looking statements within the meaning of the Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934, and forward-looking information within the meaning of Canadian securities
laws (collectively, “forward-looking statements”). Forward-looking statements in this press release include statements about our
future development plans for our product candidates; the expected cost, timing and results of our clinical development plans and
clinical trials with respect to our product candidates; our expectations and goals for our collaboration with Qilu Pharmaceutical
and any potential benefits related thereto; and the potential for our product candidates to achieve success in clinical trials.

With respect to the forward-looking statements contained in this press release, Arbutus has made numerous assumptions
regarding, among other things: the effectiveness and timeliness of preclinical studies and clinical trials, and the usefulness of the
data; the timeliness of regulatory approvals; the continued demand for Arbutus’ assets; and the stability of economic and market
conditions. While Arbutus considers these assumptions to be reasonable, these assumptions are inherently subject to significant
business, economic, competitive, market and social uncertainties and contingencies, including uncertainties and contingencies
related to the ongoing COVID-19 pandemic.

Additionally, there are known and unknown risk factors which could cause Arbutus’ actual results, performance or achievements
to be materially different from any future results, performance or achievements expressed or implied by the forward-looking
statements contained herein. Known risk factors include, among others: anticipated pre-clinical studies and clinical trials may be
more costly or take longer to complete than anticipated, may never be initiated or completed, or may not generate results that
warrant future development of the tested product candidate; Arbutus may elect to change its strategy regarding its product
candidates and clinical development activities; Arbutus may not receive the necessary regulatory approvals for the clinical
development of Arbutus’ products; economic and market conditions may worsen; Arbutus and its collaborators may never realize
the expected benefits of the collaborations; market shifts may require a change in strategic focus; and the ongoing COVID-19
pandemic could significantly disrupt Arbutus’ clinical development programs.

A more complete discussion of the risks and uncertainties facing Arbutus appears in Arbutus’ Annual Report on Form 10-K,
Arbutus’ Quarterly Reports on Form 10-Q and Arbutus’ continuous and periodic disclosure filings, which are available at
www.sedar.com and at www.sec.gov. All forward-looking statements herein are qualified in their entirety by this cautionary
statement, and Arbutus disclaims any obligation to revise or update any such forward-looking statements or to publicly announce
the result of any revisions to any of the forward-looking statements contained herein to reflect future results, events or
developments, except as required by law.

Contact Information

Investors and Media

William H. Collier
President and CEO
Phone: 267-469-0914
Email: ir@arbutusbio.com

Lisa M. Caperelli
Vice President, Investor Relations
Phone: 215-206-1822
Email: lcaperelli@arbutusbio.com



 


