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Item 1.01 Entry into a Material Definitive Agreement

 
On September 28, 2020, Emmaus Life Sciences, Inc. (“we,” “us,” “our,” “Emmaus” or the “company”) entered into a convertible bond purchase agreement with Telcon

RF Pharmaceutical Inc., or Telcon, pursuant to which we purchased on October 16, 2020 at face value a convertible bond of Telcon in the principal amount of KRW30 billion,
or approximately US$26.1 million, on the terms described in the purchase agreement. We purchased the convertible bond with a portion of the net proceeds from the sale of
Telcon common shares owned by us as reported in our October 14, 2020 press release announcing the sale the Telcon shares. The sale of the Telcon shares and purchase of the
Telcon convertible bond was in accordance with our December 23, 2019 agreement with Telcon reported in our Current Report on Form 8-K filed with the Securities and
Exchange Commission on December 23, 2019. As contemplated by the December 23, 2019 agreement, the convertible bond and any proceeds therefrom, including proceeds
from any exercise of the call option or early redemption right described below, will replace our former Telcon shares and proceeds therefrom as collateral under our API supply
agreement with Telcon entered into on June 16, 2017, as amended since that time.

 
The Telcon convertible bond matures on October 16, 2030 and bears interest at the rate of 2.1% a year, payable quarterly. Beginning on October 16, 2021, the holder of

the convertible bond will be entitled on a quarterly basis to call for early redemption of all or any portion of the principal amount of the convertible bond. To the extent not
previously redeemed, the principal amount of the bond will be due upon maturity. The convertible bond is convertible at our option at any and from time to time into common
shares of Telcon at an initial conversion price of KRW9,232, or approximately US$8.00, per share. The conversion price is subject to antidilution adjustments in the event of the
issuance of Telcon shares or share equivalents at a price below the market price of Telcon shares, a merger or similar reorganization of Telcon or a stock split, reverse stock
split, stock dividend or similar event.

 
In connection with the purchase of the convertible bond, we entered into a call option agreement dated September 28, 2020 with Telcon pursuant to which Telcon or its

designee is entitled to repurchase, at par, up to 50% in principal amount of the convertible bond from commencing October 16, 2021 and prior to maturity. If we transfer the
convertible bond, we will be obliged under the call option agreement to see to it that the transferee is bound by the call option under the call option agreement.

 
The convertible bond purchase agreement contains representations and warranties that the parties made to, and solely for the benefit of, the other in the context of the

terms and conditions of the agreement and of the specific relationship among the parties. The provisions of the convertible bond purchase agreement, including such
representations and warranties, are not for the benefit of any party other than the parties to the agreement and are not intended to provide investors or the public with
information about the current state of affairs of the parties to the agreement. Rather, investors and the public should look to the disclosures contained in our filings with the
Securities and Exchange Commission for such information.

 
The foregoing descriptions of the material terms of the convertible bond purchase agreement and the call option agreement are not complete and are qualified in their

entirety by reference to the full text of the convertible bond purchase agreement and call back option agreement, which will be filed as exhibits to our Annual Report on Form
10-K for the year ending December 31, 2020.
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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: October 20, 2020 EMMAUS LIFE SCIENCES, INC.
   
 By: /s/ YASUSHI NAGASAKI
 Name:  Yasushi Nagasaki
 Title: Interim Chief Financial Officer
 
 

2
 


