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Item 8.01 Other Events. 

O n September 27, 2006, Cellegy Pharmaceuticals, Inc. (“Cellegy”) announced that it had entered into an asset purchase
agreement, dated as of September 26, 2006, to sell its intellectual property rights and other assets relating to certain of its products and
product candidates to Strakan International Limited (the “Sale”). Pursuant to a letter agreement (the “Agreement”) between Cellegy and
PDI, Inc. (the “Company”), Cellegy has agreed to pay the Company $3.0 million (the “Payoff Amount”) in full satisfaction of Cellegy’s
obligations to the Company under a secured promissory note with an outstanding principal amount of approximately $2.34 million and a
$3.5 million nonnegotiable convertible senior note (collectively, “the Notes”) held by the Company. Pursuant to the Agreement, $500,000
of the Payoff Amount has been paid to the Company and the remaining $2.5 million must be paid to the Company within two business
days of the consummation of the Sale. The Company had previously established an allowance for doubtful notes for the outstanding
balance of the Notes. Therefore, the $500,000 of the Payoff Amount received and all subsequent amounts will be recorded as a credit to
litigation expense.
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