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Item 1.01 Entry into a Material Definitive Agreement.
 

Item 5.02 is incorporated by reference.
 
Item 5.02 Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal Officers.
 

On August 18, 2005, Threshold Pharmaceuticals, Inc., a Delaware corporation (the “Company”), entered into a Consulting Agreement and Amendment to Stock Vesting
Agreement (“Consulting Agreement”) with Dr. George F. Tidmarsh. Pursuant to the terms of the Consulting Agreement, Dr. Tidmarsh has resigned as President of the
Company, and will continue to provide services to the company as a consultant and as Chairman of the Company’s Clinical Advisory Board. Dr. Tidmarsh will continue as a
member of the Company’s board of directors.
 

Pursuant to the terms of the Consulting Agreement, Dr. Tidmarsh will receive his regular base salary until December 31, 2005 and will continue to receive the
Company’s standard medical and dental insurance benefits through August 31, 2005. The Company will reimburse Dr. Tidmarsh for continuation of medical and dental
coverage under COBRA, provided that he timely and accurately elects the coverage, until December 31, 2005. Beginning January 1, 2006, Dr. Tidmarsh will receive a monthly
fee of $2,500 per month for consulting services provided to the Company and for his service as Chairman of the Company’s Clinical Advisory Board, and will be compensated
as a nonemployee member of the Company’s board of directors.
 

In addition, pursuant to the Consulting Agreement, the terms of the Stock Vesting Agreement dated December 23, 2004 between the Company and Dr. Tidmarsh were
amended to provide that if Dr. Tidmarsh remains a consultant to the Company or Chairman of the Company’s Clinical Advisory Board until December 31, 2005 or, if prior to
December 31, 2005, Dr. Tidmarsh’s service as consultant to the Company and his service as Chairman of the Company’s Clinical Advisory Board are terminated without cause,
then effective on the earlier of December 31, 2005 or the date on which Dr. Tidmarsh’s service as a consultant to the Company and his service as Chairman of the Company’s
Clinical Advisory Board are terminated without cause, the Company’s right to repurchase up to 182,413 shares of the Company’s common stock held by Dr. Tidmarsh and up
to 83,490 shares of the Company’s common stock that may be issued to Dr. Tidmarsh upon his exercise of an option to purchase shares of the Company’s common stock will
terminate.
 

The Consulting Agreement also provides that after December 31, 2005, as long Dr. Tidmarsh remains Chairman of the Company’s Clinical Advisory Board, 179,314
additional shares of the Company’s common stock held by Dr. Tidmarsh will continue to vest in accordance with their current vesting schedule. However, if Dr. Tidmarsh’s
service as a consultant to the Company and his service as Chairman of the Company’s Clinical Advisory Board are terminated without cause after December 31, 2005, the
Company’s right to repurchase all such shares will terminate on the date of such termination without cause.
 
Item 9.01 Financial Statements and Exhibits.
 

(c) Exhibits
 
Exhibit No.

 

Description

10.20
 

Consulting Agreement and Amendment to Stock Vesting Agreement dated August 18, 2005 by and between Threshold Pharmaceuticals, Inc. and Dr. George
F. Tidmarsh.

99.1  Press Release dated August 18, 2005.



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.
 
  Threshold Pharmaceuticals, Inc.

Date: August 19, 2005
 

By:
 

/s/ Harold E. Selick, Ph.D.

    Harold E. Selick, Ph.D.
    Chief Executive Officer
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Exhibit 10.20
 

THRESHOLD PHARMACEUTICALS, INC.
 

CONSULTING AGREEMENT AND AMENDMENT TO STOCK VESTING AGREEMENT
 

This Consulting Agreement and Amendment to Stock Vesting Agreement (the “Agreement”) is entered into effective August 18, 2005, between Threshold
Pharmaceuticals, Inc. (the “Company”) and George F. Tidmarsh, M.D., Ph.D. (“Tidmarsh”).
 

RECITALS
 

A. Tidmarsh is a founder of the Company and currently serves as the Company’s President and as a member of the Company’s Board of Directors.
 

B. Tidmarsh acquired the following shares of the Company’s Common Stock: (1) 151,800 shares acquired pursuant to a Founder Stock Purchase Agreement dated
October 24, 2001 (the “Founder Shares”); (2) 517,369 shares acquired on April 20, 2004, upon exercise of an option granted on August 6, 2002 (the “August 2002 Shares”); (3)
318,780 shares acquired on April 20, 2004, upon exercise of an option granted on March 10, 2004 (the “March 2004 Shares”); and (4) 121,440 shares acquired on May 12,
2004, upon exercise of an option granted on May 12, 2004 (the “May 2004 Shares” and together with the Founder Shares, August 2002 Shares and March 2004 Shares, the
“Shares”).
 

C. Tidmarsh and the Company have entered into a Stock Vesting Agreement dated December 23, 2004 (the “Stock Vesting Agreement”) providing for the acceleration
of the vesting of certain Shares upon the involuntary termination of Tidmarsh’s employment or the termination of Tidmarsh’s employment without cause.
 

D. Tidmarsh and the Company have entered into a Change of Control Severance Agreement dated December 23, 2004 (the “Change of Control Severance Agreement”)
providing for certain benefits to Tidmarsh in the event of a Change of Control (as defined therein).
 

E. The Company and Tidmarsh each acknowledge Tidmarsh’s contributions to the Company and desire to enter into this Agreement to provide for Tidmarsh’s continued
relationship with the Company as a consultant on behalf of the Company upon his resignation as President.



Now therefore in consideration of the covenants set forth below, and for good and valuable consideration, receipt of which is hereby acknowledged, the parties agree as
follows:
 

AGREEMENT
 

1. Resignation as Employee. Tidmarsh hereby resigns his employment as President and as an employee of the Company, effective as of the date hereof. The parties
agree and acknowledge that neither Tidmarsh’s resignation as President and as an employee nor any other provision of this Agreement constitutes an Involuntary Termination
as defined in the Change of Control Severance Agreement. Tidmarsh’s resignation as President and as an employee does not affect his status as a member of the Board of
Directors of the Company.
 

2. Amendment of Stock Vesting Agreement. Section 1 of the Stock Vesting Agreement is amended and restated in its entirety as follows:
 

“1. Acceleration of Vesting for Continued Service Through December 31, 2005. Notwithstanding anything to the contrary set forth in any of the Share
Agreements,

 
(i) in the event that (a) Tidmarsh remains a consultant to the Company or Chairman of the Company’s Clinical Advisory Board until December 31,

2005, or (b) prior to December 31, 2005, Tidmarsh’s consulting agreement and service as Chairman of the Company’s Clinical Advisory Board are
terminated other than for Cause as defined below then effective as of December 31, 2005 (or as of the date of termination with respect to (b) above), the
Company’s repurchase right with respect to all of the Founder Shares, the August 2002 shares and the May 2004 Shares shall terminate in its entirety, and
the Company shall no longer have any right to repurchase such shares.

 
(ii) after December 31, 2005, so long as Tidmarsh remains a consultant to the Company or Chairman of the Company’s Clinical Advisory Board,

the Company’s repurchase right shall continue to lapse with respect to the March 2004 Shares according to the schedule set forth in the respective Share
Agreement, provided that Continuous Service shall be deemed to include membership in good standing on the Company’s Scientific or Clinical Advisory
Board, and provided further that, so long as any of the March 2004 Shares are subject to the Company’s repurchase right, in the event that Tidmarsh’s
consulting agreement and service as Chairman of the Company’s Clinical Advisory Board are terminated other than for Cause as defined below, then the
Company’s repurchase right with respect to all of the March 2004 shares shall terminate in its entirety, and the Company shall no longer have any right to
repurchase such shares.



(iii) For the purposes of this Agreement, Cause shall mean (a) Tidmarsh’s gross negligence or willful failure substantially to perform his or her
duties and responsibilities to the Company or deliberate violation of an applicable Company policy; (b) Tidmarsh’s commission of any act of fraud,
embezzlement, dishonesty or any other willful misconduct that has caused or is reasonably expected to result in material injury to the Company; (c)
unauthorized use or disclosure by Tidmarsh of any proprietary information or trade secrets of the Company or any other party to whom the Tidmarsh owes
an obligation of nondisclosure as a result of his or her relationship with the Company; or (d) Tidmarsh’s willful breach of any of his obligations under any
written agreement or covenant with the Company.”

 
3. Appointment as Consultant. Tidmarsh will serve as a consultant to the Company with the duties set forth in Exhibit A, commencing the day following the effective

date of his resignation. He will report to the Company’s Chief Executive Officer. He shall perform the consulting services in a professional manner, in accordance with generally
recognized commercial practices and standards. Effective January 1, 2006, as compensation for his services after January 1, 2006, Tidmarsh will be paid $2,500 per month,
which shall include up to one full day per month of consulting at the Company’s request. All other services shall be as requested by the Company. Payment will be made by the
Company subject to any applicable withholding taxes. In addition, the Company shall reimburse Tidmarsh for any reasonable, out-of-pocket expenses incurred by him in the
performance of his consulting duties. The term of Tidmarsh’s consultancy shall mirror the term of his appointment to the Clinical Advisory Board unless otherwise agreed upon
by the parties. Tidmarsh shall continue to be able to use his gtidmarsh@thresholdpharm.com email address while he is a consultant to the Company.
 

4. Appointment to Clinical Advisory Board. Tidmarsh is hereby appointed as Chairman of the Company’s Clinical Advisory Board and shall continue in such position
until otherwise determined by the Company’s Chief Executive Officer, subject to Section 1 of the Stock Vesting Agreement as amended herein, and provided further that after
December 31, 2005, if Tidmarsh’s consultancy and appointment as Chairman of the Company’s Clinical Advisory Board are terminated other than for Cause (as defined above
in the amendment to Section 1 of the Stock Vesting Agreement) then the Company’s repurchase right with respect to the March Shares shall lapse in its entirety.
 

5. No Conflict. Tidmarsh represents that the execution and delivery of this Agreement by him and the performance by his duties hereunder do not and will not conflict
with or result in a breach of any of the terms or provisions of, or constitute a default under, any agreement or instrument to which Tidmarsh is a party or by which he may be
bound.



6. Severance and Benefits. In consideration for the release of claims set forth below and other obligations under this Agreement and provided that this Agreement is
signed by Tidmarsh and not revoked under Section 13 below, and further provided that Tidmarsh remains in full compliance with his obligations to the Company under this
Agreement and the Proprietary Information and Inventions Assignment Agreement described in Section 9 below, the Company agrees to provide the following separation
benefits to Tidmarsh:
 

6.1 The Company shall pay as severance to Tidmarsh his regular base salary until December 31, 2005 at the rate in effect as of his termination date, provided that
at the Company’s discretion, this severance payment may be made in a lump sum payment following the effective date of Tidmarsh’s termination. Each severance payment shall
be reduced by applicable tax withholding and shall be paid in accordance with the Company’s regular payroll schedule and practices. The first severance payment shall be made
on the first regular payroll date following the effective date of Tidmarsh’s termination;
 

6.2 Tidmarsh shall continue to receive the Company’s standard medical and dental insurance benefits through August 31, 2005. After such date, Tidmarsh shall
have the right to continue coverage for himself and his dependents under the Company’s medical insurance program as provided by the Consolidated Omnibus Budget
Reconciliation Act of 1985, as amended (“COBRA”). The Company shall provide all necessary COBRA documentation to Tidmarsh in a timely manner following the effective
date of his termination. The Company will reimburse Tidmarsh for such continuation of coverage under COBRA, provided that Tidmarsh timely and accurately elects the
coverage, until December 31, 2005.
 

6.3 Effective January 1, 2006, Tidmarsh will be eligible for cash compensation as a non-employee director of the Company, so long as he continues to serve as a
member of the Board of Directors, pro rated for any partial periods of service as a non-employee director.
 

6.4 The Company shall not provide workers’ compensation, disability insurance, Social Security or unemployment compensation coverage nor any other statutory
benefit to Tidmarsh. As a consultant, Tidmarsh is not eligible for participation in any Company benefit plans.
 

7. Tax Matters.
 

7.1 Tidmarsh acknowledges that any payments made to him under this agreement will be reduced by any standard tax withholdings and deductions. Tidmarsh
acknowledges that it is the intention of Company to deduct the compensation paid to Tidmarsh under this Agreement as an ordinary and necessary business expense for income
tax purposes. Tidmarsh agrees and represents and warrants that, except as otherwise required in writing by the Internal Revenue Service (the “IRS”), (i) Tidmarsh will treat
amounts paid for consulting services as ordinary income for income tax purposes, (ii) Tidmarsh will be responsible for all withholding obligations and pay on a



timely basis all taxes due in respect of such payments, and (iii) except as otherwise required by the IRS, if Tidmarsh reports the receipt of such payments as other than ordinary
income and/or fails to pay his taxes related thereto, Tidmarsh shall indemnify and hold the Company harmless from any and all taxes, penalties, interest, costs and expenses,
including reasonable attorneys’ fees and accounting fees, which are incurred by the Company as the result thereof.
 

7.2 Tidmarsh acknowledges that no representative or agent of the Company has provided him with any tax advice of any nature, and he has consulted with his
own legal, tax and financial advisor(s) as to tax and related matters concerning the compensation to be received under this Agreement.
 

8. Release by Tidmarsh. Tidmarsh hereby releases and forever discharges the Company and its officers, directors, stockholders, agents, employees, representatives,
attorneys, parents, subsidiaries, and successors (collectively, the “Company Released Parties”) from any and all claims, demands, liabilities, rights, actions, or causes of action,
whether known or unknown, vested or contingent, in law, equity or otherwise, which Tidmarsh may have as of the date of this Agreement against the Company Released
Parties, or any of them, including but not limited to any claim arising out of or relating to the above-described matters, Tidmarsh’s service to the Company as President, or
under Title VII of the Civil Rights Act of 1964, the Americans with Disabilities Act, the Age Discrimination in Employment Act, the California Fair Employment and Housing
Act, or any other federal, state or local law or ordinance. Tidmarsh further agrees that he is giving up any and all rights he may have to file a claim or complaint of any kind,
known or unknown, against the Company Released parties and therefore specifically and freely waives any and all rights he may have under California Civil Code section
1542, which states:
 

“A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the release, which if known by
him must have materially affected his settlement with the debtor.”

 
9. Property of the Company. Concurrent with the execution of this Agreement, Tidmarsh shall execute a Proprietary Information and Inventions Agreement in

substantially the form attached hereto as Exhibit B.
 

10. No Guarantee of Employment. This Agreement is not to be interpreted as a guarantee or contract of employment. Tidmarsh’s consultancy and appointment to the
Company’s Clinical Advisory Board remain “at will” notwithstanding anything in this Agreement or any agreement between the parties hereto.
 

11. No Other Amendments. Except as expressly provided herein, the Stock Vesting Agreement, the Change of Control Severance Agreement, and the Employee
Proprietary Information and Inventions Agreement shall remain in full force and effect according to their respective terms.



12. Assignment. Tidmarsh will not assign or delegate his responsibilities under this Agreement without the prior written consent of the Company’s Chief Executive
Officer.
 

13. Legal Counsel. Tidmarsh has been advised of his right to consult an attorney before he signs this Agreement. Tidmarsh has been offered a 21-day period in which to
consider whether to sign this Agreement. Tidmarsh has the right to revoke this Agreement within seven days of signing it.
 

14. Miscellaneous. This Agreement may be executed in two or more counterparts, each of which shall be deemed an original and all of which together shall constitute
one instrument. The benefits and obligations of this Agreement will be binding on the executors, administrators, heirs, legal representatives, successors, and assigns of the
parties. This Agreement shall be governed by, and construed in accordance with, the laws of the State of California excluding those laws that direct the application of the laws
of another jurisdiction.
 

[Signature Page Follows]



The parties have executed this Agreement effective as of the first date written above.
 

THRESHOLD PHARMACEUTICALS, INC.

By:
 

/s/ Harold E. Selick

Title:  Chief Executive Officer

/s/ George F. Tidmarsh

George F. Tidmarsh, M.D., Ph.D.



Exhibit A
 

As Chairman of the Company’s Clinical Advisory Board, Dr. Tidmarsh will coordinate his activities in that regard with the Company’s Chief Medical Officer, and in the
event of a disagreement regarding activities shall defer to the decisions of the Company’s Chief Medical Officer. In his role of Consultant to the Company, Dr. Tidmarsh will
answer questions from the Company as needed regarding various aspects of the Company’s business, including but not limited to potential business development opportunities
and the Company’s clinical programs. He will refer all public relation inquiries/matters to the company’s Director of IR. For clarification, activities and work performed as a
member of the Company’s Board of Directors shall not constitute services under this agreement.
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Investor Contact Information:
Denise T. Powell
Threshold Pharmaceuticals
650-474-8206
dpowell@thresholdpharm.com
 
Media Contact Information:
Chris Norris
Access Communications
415-844-6285
cnorris@accesspr.com
 

Threshold Pharmaceuticals Announces Management Update
 
Founder Resigns from President Role, Retains Board and Advisory Positions
 
REDWOOD CITY, Calif. – August 18, 2005 – Threshold Pharmaceuticals, Inc. (NASDAQ: THLD), today announced that George F. Tidmarsh resigned as president, effective
immediately. Dr. Tidmarsh will remain on the Board of Directors and serve as chairman of the Clinical Advisory Board. He is founding a new entrepreneurial startup venture.
 
“George is a remarkable individual whose energy, passion, and vision formed the basis of what is today a very strong company with a rich clinical portfolio and deep discovery
research capabilities,” said Barry Selick, chief executive officer. “He will continue to provide important input and work closely with us in his continuing strategic roles. We wish
him the best of luck as he pursues new business interests.”
 
“I’m proud of what we’ve accomplished at Threshold and feel the company is extremely well positioned for the future,” said Dr. Tidmarsh. “With two late stage drug
candidates in Phase 3 trials and promising clinical data, Threshold has a world class organization to manage these products through to commercialization successfully.”



About Threshold Pharmaceuticals
 
Threshold is a biotechnology company focused on the discovery, development and commercialization of small molecule therapeutics based on Metabolic Targeting, an
approach that offers broad potential to treat most solid tumors and certain other diseases. By selectively targeting tumor and certain other diseased cells, Threshold’s pipeline of
drug candidates hold promise to be more effective and less toxic to healthy tissues than conventional drugs. Threshold’s initial clinical focus is the treatment of cancer and
benign prostatic hyperplasia, or BPH, a disease afflicting tens of millions of men worldwide. For additional information, please visit http://www.thresholdpharm.com.
 
Except for statements of historical fact, the statements in this press release are forward-looking statements. Such forward-looking statements include statements regarding
Threshold’s clinical trial plans and commercialization opportunities and potential therapeutic benefits of TH-070 and its other clinical product candidates. These statements
involve risks and uncertainties that can cause actual results to differ materially from those in such forward-looking statements. Potential risks and uncertainties include, but are
not limited to, Threshold’s ability to initiate, enroll and complete its anticipated clinical trials, the time and expense required to conduct such clinical trials, and the results of
such clinical trials (including unanticipated product safety issues). Further information regarding these and other risks is included under the heading “Risk Factors” in
Threshold’s Quarterly Report on Form 10-Q, which was filed with the Securities Exchange Commission on August 12, 2005 and is available from the SEC’s website
(www.sec.gov) and on our website (www.thresholdpharm.com) under the heading “Investors”. We undertake no duty to update any forward-looking statement made in this
news release.
 

# # #


