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Item 1.01. Entry into a Material Definitive Agreement.

On September 30, 2021, Eloxx Pharmaceuticals, Inc. (the “Company”) entered into a Loan and Security Agreement, dated as of September 30, 2021 (the
“Loan Agreement”) by and among (i) Hercules Capital, Inc., a Maryland corporation (“Hercules™), in its capacity as administrative agent, collateral agent,
and a lender, (ii) Hercules Capital IV, L.P., (“Hercules IV,” and, together with Hercules, the “Lenders”), as a lender, (iii) the Company, as a borrower, (iv)
Zikani Therapeutics, Inc., a Delaware corporation and wholly-owned subsidiary of the Company, as a borrower (“Zikani” and, together with the Company,
the “Borrower”), and (v) Eloxx Pharmaceuticals Ltd., an Israeli company and wholly-owned subsidiary of the Company (the “ISR Subsidiary”).

Pursuant to the terms and conditions of the Loan Agreement, the Lenders agreed to extend term loans to the Borrower in an aggregate principal amount of
up to $30,000,000, comprised of (i) a tranche 1 advance of $12,500,000 (the “Tranche 1 Advance”), (ii) a tranche 2 advance of $7,500,000 (the “Tranche 2
Advance”) and (iii) a tranche 3 advance of $10,000,000 (the “Tranche 3 Advance”) (collectively, the “Term Loan Advances”), subject to the satisfaction of
certain terms and conditions set forth in the Loan Agreement. The Tranche 1 Advance under the Loan Agreement was funded on September 30, 2021. The
Tranche 2 Advance is available at the Borrower’s election after the occurrence of certain milestone events relating to data from the Borrower’s clinical
trials. The Tranche 2 Advance will remain available for funding until August 15, 2022. The Tranche 3 Advance is available subject to approval by the
Lenders’ investment committee in its sole and unfettered discretion. The Tranche 3 Advance will remain available for funding until, initially, April 1, 2023,
and (i) upon the occurrence of certain milestone events relating to the Borrower’s receipt of net cash proceeds, October 1, 2023, and (ii) upon the
occurrence of certain milestone events relating to the Borrower’s receipt of net cash proceeds and certain milestone events relating to data from the
Borrower’s clinical trials, April 1, 2024.

As security for its obligations under the Loan Agreement, each of the Borrower and the ISR Subsidiary granted Hercules as collateral agent, for the benefit
of the Lenders, a continuing security interest in substantially all of the assets of the Borrower and the ISR Subsidiary, respectively, subject to certain
customary exceptions, including for intellectual property.

Any outstanding principal on the Term Loan Advances will accrue interest at a floating rate equal to the greater of (i) 9.50% per annum and (ii) the sum of
6.25% plus the prime rate, as published in the Wall Street Journal. Interest payments are payable monthly following the funding of a Term Loan Advance.
The Company and ISR Subsidiary will be required to make principal payments on the outstanding balance of the Term Loan Advances commencing on
April 1, 2023 (the “Term Loan Amortization Date”) in 36 equal monthly instalments, plus interest; provided that if the Company has achieved the
milestones described above relating to the availability of the Tranche 3 Advance on or prior to April 1, 2023, then the Term Loan Amortization Date will be
automatically extended to October 1, 2023 or April 1, 2024, as applicable. Any amounts outstanding under the Term Loan Advances, if not repaid sooner,
are due and payable on April 1, 2025 (the “Maturity Date”). On any date that the Company partially repays the outstanding obligations, the Company shall
pay the Lenders a charge equal to 6.55% of the original principal amount.

The Company may prepay the outstanding principal amount of the Term Loan Advances at any time (in whole, but not in part), plus accrued and unpaid
interest and a prepayment premium equal to (i) 3% of the principal amount outstanding if prepaid on or prior to the first anniversary of the date of Loan
Agreement, (ii) 2% of the principal amount outstanding if prepaid after the first anniversary the date of Loan Agreement but on or prior to the second
anniversary of the date of Loan Agreement, and (iii) 1% of the principal amount outstanding if prepaid after the second anniversary of the date of Loan
Agreement but on or prior to the Maturity Date.

The Loan Agreement contains customary affirmative and negative covenants which, among other things, limit the Company’s ability to (i) incur additional
indebtedness, (ii) pay dividends or make certain distributions, (iii) dispose of its assets, grant liens or encumber its assets or (iv) fundamentally alter the
nature of its business. These covenants are subject to a number of exceptions and qualifications.

The Loan Agreement also contains customary events of default, including among other things, the Company’s failure to make any principal or interest
payments when due, the occurrence of certain bankruptcy or insolvency events or the Company’s breach of the covenants under the Loan Agreement. Upon
the occurrence of an event of default, Hercules may, among other things, accelerate the Company’s obligations under the Loan Agreement.




Item 2.01. Termination of a Material Definitive Agreement.

On September 30, 2021, in connection with funding under Tranche 1 Advance and pursuant to a Payoff Letter executed September 30, 2021, the Company,
Zikani and the ISR Subsidiary, voluntarily prepaid all amounts outstanding under that certain Loan and Security Agreement, dated as of January 30, 2019
(the “Prior Loan Agreement”), by and among (i) Silicon Valley Bank, a California corporation, in its capacity as administrative agent, collateral agent, and
a lender, (ii) WestRiver Innovation Lending Fund VIII, L.P., a Delaware limited partnership, as a lender, (iii) the Company, as a borrower, (iv) Zikani, as a
co-borrower, and (v) the ISR Subsidiary, as a co-borrower and terminated the Prior Loan Agreement, pursuant to which $6,666,666.60 was outstanding.
The Prior Loan Agreement was scheduled to mature on January 1, 2023. In connection with the voluntary prepayment and termination, the Company also
paid (i) $66,666.67 in a prepayment premium equal to one percent of the outstanding principal amount of Term Loan Advances (as defined in the Prior
Loan Agreement) and (ii) $900,000.00 in a final payment charge equal to six percent of the original principal amount, for a total payoff amount of
approximately $7.7 million.

The material terms of the Prior Loan Agreement are described under Item 1.01 of the Company’s Current Report on Form 8-K filed with the Securities and
Exchange Commission (the “SEC”) on January 30, 2019 and which description is incorporated herein by reference. The foregoing description of the Prior
Loan Agreement does not purport to be complete and are subject to and qualified in its entirety by reference to the full text of the Prior Loan Agreement,
which was filed as Exhibit 10.40 to the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 and filed with the SEC on
March 14, 2019 and is incorporated by reference herein.

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The information set forth above in Item 1.01 of this Current Report on Form 8-K regarding the Company financial obligations under the Loan Agreement is
incorporated into this Item 2.03 by reference.



https://www.sec.gov/Archives/edgar/data/0001035354/000119312519025906/d694842d8k.htm
https://www.sec.gov/Archives/edgar/data/0001035354/000156459019007811/elox-ex1040_659.htm
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Date: October 5, 2021 By:  /s/ Sumit Aggarwal
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