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PART I—FINANCIAL INFORMATION

ltem 1. Financial Statements

CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30,
2009

December 31,
2008

(unaudited; (Note 1)
Assets
Current assett
Cash and cash equivale $ 30,050,39 $ 21,532,55
Shor-term investment 11,475,00 10,305,74
Prepaid contract research and manufactt 310,22: 625,37
Other prepaid expenses and other current a 225,34« 101,86
Total current asse 42,060,95 32,565,53
Property and equipment, r 115,57! 159,18t
Long-term investment — 11,328,76
Other asset 76,95( 76,95(
$ 42,253,48 $ 44,130,44
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 3,377,89 $ 4,304,28
Accrued compensation and related expel 605,22: 579,87!
Accrued contract research and manufactu 7,671,21! 7,029,83i
Other accrued expens 709,17( 391,08:.
Line of credit payabl 11,475,00 —
Total current liabilities 23,838,50 12,305,07
Line of credit payabl — 7,277,46
Total liabilities 23,838,50 19,582,54
Commitments
Stockholder’ equity:
Preferred stock, $0.0001 par value, 5,000,000 sterthorized, no shares issued and outstat — —
Common stock, $0.0001 par value, 60,000,000 ar@b@3000 shares authorized, respectively
33,500,406 and 30,111,479 shares issued and aditsianespectivel 3,35( 3,011
Additional paic-in capital 107,988,47 94,316,23
Deficit accumulated during the development si (89,576,84) (69,771,35)
Total stockholder equity 18,414,97 24,547,89
$ 42,253,48 $ 44,130,44

See accompanying notes to condensed consolidaizacial statements.
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Operating expense
Research and developm
Sales and marketir
General and administrati\

Total operating expens

Operating los!

Interest incom

Interest expens

Other income (expens

Net loss

Net loss per basic and diluted share of commorks

Weighted average number of basic and diluted corr
shares outstandir

(Unaudited)
Period from
. April 3, 2002
For the three months endec For the nine months endec ; ;
September 30, Se;)tember 30, gggfeprggg?, E’,OO,
2009 2008 2009 2008 2009
$ 5357,37. $ 7,041,34. $19,960,06 $19,91520 $73,594,10
714,06 294,68t 1,352,48i 1,176,89: 5,543,40:
1,014,29! 940,65: 3,039,23. 2,797,90! 14,756,15
7,085,73! 8,276,68. 24,351,78 23,890,01 93,893,66
(7,085,73)  (8,276,68)  (24,351,78)  (23,890,01)  (93,893,66)
32,427 306,21 263,92! 1,493,26! 4,463,88:
(40,542 — (108,11%) — (147,059
— (2,109,92) 4,390,48 (3,676,17) —
$(7,093,85) $(10,080,39) $(19,805,49) $(26,072,92) $(89,576,84)
$ (0.22) $ (0.34) (064 $ (0.87)
32,428,69 30,048,83 30,892,37 29,998,67

See accompanying notes to condensed consolidataukcfal statements.
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)
CONDENSED CONSOLIDATED STATEMENT OF
STOCKHOLDERS' EQUITY

(Unaudited)
Deficit
accumulated
Additional during the Total stock-
Common stock paid-in Development holders’
Shares Amount capital stage equity
Balance at January 1, 20 30,111,47 $3,011 $ 94,316,23  $(69,771,35) $ 24,547,89
Common stock issued in 2009 at par, pursuant teimate (cashles
exercises of common stock warra 63,921 6 (6) — —
Sale and issuance of common stock in July 2009 @oaimately
$3.74 per share, net of issuance ¢ 3,325,00! 338 12,429,66 — 12,430,00
Stock-based compensatic — — 1,242,57. — 1,242,57.
Net loss — — — (19,805,49) (19,805,49)
Balance at September 30, 2( 33,500,40 $3,35( $107,988,47 $(89,576,84) $18,414,97

See accompanying notes to condensed consolidaizacial statements.
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID

(A Development Stage Company)
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Operating activities:
Net loss

Adjustments to reconcile net loss to net cash usegerating activities

Non-cash stoc-based compensatic
Depreciation and amortizatic
Stock issued for license agreem
Non-cash interest expen

(Gain on recovery) other-than-temporary impairmadrghort-term and long-

term investment
Gain on disposition of asse
Fair value of warrants for find's agreemer
Changes in operating assets and liabilit

Prepaid contract research and manufacturing expeoteer prepaid

expenses and other ass

Accounts payable, accrued contract research andfanenring expense

and other accrued expen:
Accrued compensation and related expe!

Net cash used in operating activit

Investing activities:
Acquisitions of property and equipme
Proceeds from sale of ass
Purchases of investmer
Redemptions and sales of investme
Security deposit

Net cash provided by (used in) investing activi

Financing activities:
Proceeds from borrowings from affilia
Net proceeds from borrowings from line of cre
Proceeds from exercise of stock optii
Proceeds from exercise of common stock warr
Recapitalization of the Compa
Proceeds from sales of equity securities, netsafaace cost
Receipt of cash for stock subscription receiv:
Net cash provided by financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Supplemental disclosure of cash flow information
Cash paid for intere:

IARY

For the nine months endec :;rl}ilog 28?2
September 30, (inception) to
2009 2008 September 30, 20C
$(19,805,49)  $(26,072,92) $ (89,576,84)
1,242,57. 1,028,53: 3,924,56:
52,33¢ 38,27: 212,81:
— 150,00( 575,02
— — 34,02(
(4,390,48) 3,676,17: —
— (2,209 (2,209
— — 433,75(
191,67: (42,049 (535,56()
33,071 4,371,72. 11,758,28
25,34’ (43,026 605,22
(22,650,97) (16,895,50) (72,570,94)
(8,729 (171,51) (329,850
— 3,671 3,671
_ — (49,538,33)
14,550,00 2,563,33! 38,063,33
— — (76,95()
14,541,27 2,395,501 (11,878,12)
— — 1,745,001
4,197,53: — 11,475,00
— 58,94« 80,72¢
— 47,04( 299,08(
— — (400,000
12,430,00 5,73: 101,295,02
— — 4,62¢
16,627,53 111,71 114,499,46
8,517,83 (14,388,29) 30,050,339
21,532,55 34,076,21 —
$ 30,050,39 $19,687,92 $ 30,050,39
$ 108,11¢ $ — $ 113,03t

See accompanying notes to condensed consolidataukcfal statements.
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)
(Unaudited)

Supplemental disclosure of non-cash investing anthincing activities:
During 2002, the Company issued 5,428,217 sharits $0.0001 par value common stock for a subsonpeceivable of $4,625.

During 2004, the Company converted a loan withféihieae for aggregate principal of $1,745,000 awtrued interest of $34,020 into
shares of the Company’s $0.0001 par value comnumk sissuing 677,919 shares, at approximately $geeZhare in lieu of repayment of this
obligation.

In December 2004, in conjunction with and as corspéan for activities related to the December 2688k of equity securities, the
Company issued warrants to purchase 483,701 sbhitss$0.0001 par value common stock, with a pasehprice of approximately $2.88 per
share and an aggregate fair value of $14,400.

In conjunction with the merger and recapitalizatidrthe Company dated February 11, 2005, the Copnjzaned 11,911,357 shares of its
$0.0001 par value common stock in exchange faofahe issued and outstanding shares of Chelse@péetics, Inc. In addition, in
conjunction with and as compensation for facilitgtthe merger, the Company issued warrants foptihehase of 105,516 shares of its $0.C
par value common stock at an exercise price of2bges share and an aggregate fair value of $26,700.

In February 2006, in conjunction with and as congag¢ion for activities related to the February 288k of equity securities, the
Company issued warrants to purchase 716,666 sbhitss$0.0001 par value common stock, with a pasehprice of $3.30 per share and an
aggregate fair value of approximately $705,000.

In May 2006, in conjunction with and as compenseafar activities related to a licensing agreemertt ander a Finder's Agreement, the
Company issued warrants to purchase 250,000 sbhitss$0.0001 par value common stock, with an eiserprice of $4.31 per share. The
exercise of these warrants was conditioned on antdtat occurred in January 2007 and, accordinigé/Company recorded a charge base
the warrants’ fair value determined at January 26f0§433,750.

See accompanying notes to condensed consolidataukcfal statements.
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
AS OF SEPTEMBER 30, 2009
(Unaudited)

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND NATU RE OF OPERATIONS
The Company

Chelsea Therapeutics International, Ltd. (“Chelsel’” or the “Company”) is a specialty pharmaceaticompany focused on the
acquisition, development and commercializatiomeofoivative pharmaceutical products. The Company'seatly licensed compounds target a
variety of prevalent medical conditions, particlaheumatoid arthritis, psoriasis, cancer, otmemunological disorders, neurogenic
orthostatic hypotension and other autonomic disstdehe Company’s operating subsidiary, Chelseadf®aitics, Inc. (“Chelsea Inc.”), was
incorporated in the State of Delaware on April @02 as Aspen Therapeutics, Inc., with the namegdraim July 2004. In February 2005,
Chelsea Inc. merged with a wholly-owned subsidargur predecessor company, Ivory Capital Corporgafilvory”), a Colorado public
company with no operations (the “MergerThe Company reincorporated into the State of DetawaJuly 2005, changing its name to Che
Therapeutics International, Ltd.

As a result of the Merger of Ivory and Chelsea Ind=ebruary 2005, and the reincorporation in Dalgenin July 2005, Chelsea Ltd. is !
reporting company and is the 100% owner of CheliseaTlhe separate existence of lvory ceased inection with the Delaware
reincorporation in July 2005. Except where the ernprovides otherwise, references to “the Compamg similar terms mean Ivory, Chelsea
Ltd. and Chelsea Inc.

Basis of Presentation

The accompanying condensed consolidated finangitdreents include the accounts of the Companytaraperating subsidiary, which
shall collectively be referred to as the “Comparnifiese statements have been prepared in accordiéhcagccounting principles generally
accepted in the United States of America for imefinancial reporting and the instructions to FdrRQ and do not include all of the
information and footnotes required by accountiriggples generally accepted in the United State&mérica for complete financial
statements. In the opinion of the Company’s managenall adjustments (consisting of normal recyri@djustments) considered necessary for
a fair presentation of the results for the intepieniods have been included. Operating resultdthree and nine months ended September 30
2009 are not necessarily indicative of the redoltshe year ending December 31, 2009 or futur@psr The accompanying condensed
consolidated financial statements should be readijunction with the Company’s audited consoliddiaancial statements and related notes
included in the Company’s Annual Report on FormKlfiled on March 4, 2009 and available on the webef the United States Securities i
Exchange Commission ( www.sec.gov he accompanying condensed consolidated baktrest as of December 31, 2008 has been derived
from the audited balance sheet as of that dataded in the Form 10-K.

Since inception, the Company has focused primarilprganizing and staffing, negotiating in-licergsagreements with its partners,
acquiring, developing and securing its proprietaghnology, participating in regulatory discussianith the United States Food and Drug
Administration (“FDA"), the European Medicines Agan(“"EMEA”) and other regulatory agencies and utaldng pre-clinical trials and
clinical trials of its product candidates. The Ca@nyp is a development stage company and has geteratevenue since inception.

The accompanying financial statements have begraped assuming the Company will continue operatiotesnext year, contemplating
the realization of assets and the settlement bilii@s and commitments in the normal course ddibess. The condensed consolidated fina
statements do not include any adjustments to tetthecpossible future effects on the recoverabditg classification of assets or the amounts
and classifications of liabilities. The Company kastained operating losses since its inceptioneapdcts that such losses could continue ovel
the next several years. Although differing sceranoght arise based on our planned discussionsthgtirDA and the results of our second
pivotal Phase Il study of droxidopa in NOH, managat believes that currently available capital veses, under any of the anticipated
spending scenarios that might result from suchudisions, will be sufficient to meet our operatirgds into the
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
AS OF SEPTEMBER 30, 2009
(Unaudited)

third quarter of 2010. The Company continues tivalyt pursue additional sources of liquidity in i@igation of ongoing needs for operations.
Potential sources of additional liquidity might inde strategic relationships, out-licensing of @@mpany’s products, public or private sales of
equity or debt and other sources. Such strateffitioaships or out-licensing arrangements mightinregthe Company to relinquish rights to
certain of its technologies, product candidategroducts that the Company would otherwise seelet@ldp or commercialize itself. If
adequate funds are not available, the Company magduired to delay, reduce the scope of, or eliteione or more of its development
programs or curtail operations.

Basis of Consolidation
All significant intercompany transactions and baksmhave been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethi@ United States of America
requires management to make estimates and assus it affect the reported amounts of assetsiabifities and the disclosure of
contingent liabilities at the date of the finandtdtements as well as the reported revenues grethses during the reporting period. On an
ongoing basis, management evaluates its estimategidgments. Management bases estimates ontitsibé experience and on various other
factors that it believes are reasonable underitbarastances, the results of which form the bamisrfaking judgments about the carrying ve
of assets and liabilities that are not readily appafrom other sources. Actual results might diffem these estimates under different
assumptions or conditions.

| nvestments

Investments consist of investments in auction seturities, or ARS. ARS are generally long-termtdiektruments for which interest
rates are reset through a dutch auction processdhars at pre-determined calendar intervals, igdigeesach 28 or 35 days. As all of the
Company’s investments in ARS at September 30, 208@urrently being held principally for the purpad selling them in the near term they
are classified as trading securities. The Compasydhected the fair value option in accountingtitrading securities and, accordingly,
accounts for such investments at their determingd/élue.

Fair Value Measurements and the Fair Value Option

For financial assets and liabilities and any otieets and liabilities carried at fair value, tleenpany completes analyses of fair value
and provides certain disclosures about fair valeasarements. Fair value is based on the pricevbaltd be received to sell an asset or paid to
transfer a liability in an orderly transaction beem market participants at the measurement datierdhe fair value hierarchy that prioritizes
observable and unobservable inputs used to metsuralue, the Company performs analyses on aistamt basis and designs its disclosures
surrounding such analyses and the fair value détedrat the balance sheet date to meet requiregmiegion and disclosure requirements.

Recent Accounting Pronouncements

In April 2009, the Financial Accounting StandardsaBd (FASB) issued guidance on how to report reizeghand unrecognized
subsequent events, providing guidelines on thentinoif evaluations for disclosure of subsequent &svand requiring additional disclosures
around the Compang’evaluation of subsequent events. Such guidanseffective for interim or annual financial pericglsding after June 1
2009 and became effective for the Company on JOn2C9. Its adoption did not have a material inhjpaicthe Company’s consolidated
financial position or results of operations.

In June 2009, the FASB established a hierarchyenérnlly accepted accounting principles makingRA8B Accounting Standards
Coadification the single source of authoritative tddi States accounting and reporting standarddifooagovernmental entities. It was effect
for interim and annual financial periods endingafseptember 15, 2009 and
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
AS OF SEPTEMBER 30, 2009
(Unaudited)

became effective for the Company on September@19.2ts adoption did not have a material impacttenCompany’s consolidated financial
position or results of operations.

NOTE 2 AUCTION RATE SECURITIES

At September 30, 2009, the Company held investmergtident-loan backed ARS with an aggregate plrevof $11.475 million,
classified as trading securities based on the tefrassettlement agreement reached during 2008lifgaecurities are carried at estimated fair
value, based on available information. As the teofrthe settlement agreement allows these seautiibe redeemed by, at the earliest,

June 30, 2010, and it is the Company’s intent tieeen those securities at that date, they wereifaitmsas short-term investments at
September 30, 2009.

At March 31, 2009, the Company held investmenttudent-loan backed ARS, classified as availahbleséte securities and short-term
investments, with an aggregate par value of appratély $11.6 million. These ARS were redeemed lapar value during the quarter ended
June 30, 2009.

The Companys ARS investments at September 30, 2009 reprasenests in collateralized debt obligations supablkly pools of stude
loans and none are collateralized by mortgagejtacadd or insurance securitizations. All but appneately $4.4 million of the par value of the
Company’s investments in ARS were AAA/Aaa ratedlyfbacked by the FFELP and/or over-collateralizefithe remaining $4.4 million of
investments at par value, all were collateralizetiC®% or greater and, consistent with the Compamyestment policy at the time of
purchase, $0.75 million carried an A rating, $1ndilion carried an Aa3/AAA rating and the remainaarried AAA/Aaa ratings. During the
three and nine month periods ended September 89, #e Company has not been notified of any madlifon to the credit ratings of the
underlying issuing agencies for any of the investiadeld at September 30, 2009.

On December 31, 2008, the Company held total inveists in ARS with a par value of approximately $#6ion. Of these holdings,
approximately $14.5 million were classified as &afale-for-sale. During the nine months ended September 3®,20e Company had receiv
proceeds of $14.5 million fully redeeming theseilatde-for-sale securities, including $0.4 millinom partial redemptions at par, $11.6
million from full redemptions at par under a setiknt agreement, $2.1 million for the sale of it%aillion par value position in Mississippi
Higher Ed Assistance Corp. in a secondary markestction and $0.4 million as reimbursement ofdke on that secondary market
transaction under a settlement agreement. The Qoympaorded a gain of approximately $4.1 millioonfr the recovery of the other-than-
temporary impairment that the Company had recoedgdnst these investments during 2008. Duringttreetand nine months ended
September 30, 2008, the Company recorded othertémaporary impairment losses related to its avégldbr-sale investments of
approximately $1.7 million and $2.5 million, resfieely.

The par value of the Company’s remaining ARS investts, classified as trading securities and heldB& Financial Services, Inc.
(UBS), as of September 30, 2009 was $11.475 millioth as of December 31, 2008 was $11.575 millianirg the fourth quarter of 2008, the
Company finalized the details of its settlemeneagnent related to those ARS held at UBS and aatépeeterms for ARS Rights (the “ARS
Rights”) for the illiquid ARS holdings maintainet @dBS as of February 13, 2008. The ARS Rights mlethe Company with the ability to sell
the ARS, along with the ARS Rights, to UBS at the yalue of the ARS no earlier than June 30, 20tDexpire on July 2, 2012. The ARS
Rights grant UBS the sole discretion and righteib @ otherwise dispose of ARS at any time upluhthe 30, 2010, so long as the holder
receives a payment of par upon any sale or disposithe ARS Rights are not transferable, not toégland will not be quoted or listed on any
securities exchange or any other trading network.

UBS also agreed that an affiliate would provide @mpany with a no net-cost line of credit. Undes terms of the line of credit
agreements the Company received funds in Decentl&® @&nd March 2009 and had recorded a liabilitgegitember 30, 2009 of $11.475
million. Though the loan is payable on demandhé& UBS affiliate should exercise its right to dechagpayment of any portion of the loan
prior to the date the Company can exercise its Rifdits, UBS and its
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY
(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
AS OF SEPTEMBER 30, 2009
(Unaudited)

affiliates would be required to arrange for alt¢ivefinancing on terms and conditions substantitiie same as those contained in the line of
credit agreement. If alternative financing canmoelstablished, then UBS AG, or one of its affikateill purchase the Comparsypledged UB
ARS at par. As a result, the loan and any alteradihancing will not be payable by the Companypto the time that is it able to exercise its
ARS Rights in accordance with its agreement withtSUid, accordingly, the liability is classifiedashort-term liability at September 30,
2009. The Company expects to repay the line ofitwdth the proceeds from the exercise of those ARghts. Proceeds of any sales of the
Company’s UBS ARS will first be applied to repayrmehthe line of credit with the balance, if angpbsited into its account.

As the ARS Rights represent a separate freestamdintgact between the Company and UBS and arearatferable to a subsequent
buyer, the existence of the ARS Rights had no effpon the determination of fair value for the ARSSeptember 30, 2009. In 2008,
recognizing that the ARS Rights act as an econdmilge against any further price movement in thd®8 Aoldings, the Company elected to
account for the ARS Rights under the fair valugaspto mitigate volatility in reported earnings digethe relationship between the ARS Rights
and the ARS. The Company adjusts the ARS Rightaitovalue at each financial statement date wittiegponding changes in fair value
reported in earnings. Simultaneously, the Compdegted a one-time transfer of the ARS covered uttgesettlement agreement with UBS
from the available-for-sale category to the tradiagegory recognizing the unprecedented failuth@fentire market for ARS. This election
allows all future movements in the fair value of thRS to be reported in earnings, creating relsn@unting symmetry with the ARS Rights
until the settlement is realized. The ARS Rightsracorded at fair value and are classified ast¢bon investments on the consolidated
condensed balance sheet as of September 30, 20688y Fbased on the terms of the settlement agee¢@nd the earliest exercise date for the
ARS Rights, the Company has classified its inveatsian the UBS ARS as short-term investments ateédeiper 30, 2009.

For those ARS held at UBS under the settlementageat, the Company believes that normal discoucdst flow modeling continues
to have limited validity under current market cdiadis as the interest rates currently associatélu thve majority of these securities are not t
a factor of value. The ARS continue to pay inteeestording to their stated terms. However, theiagfbn of additional discount factors
related to issuer credit ratings, percentage ofLFHF& insurance wraps, etc. does make modeling distiounted cash flows feasible and the
Company determined that it should review the vabuator the UBS ARS based on those factors. The @ assigned risk component
factors, utilized a liquidity discount of 300 bapsints to reflect the continuing weakness in tteekat and utilized a five-year life for these
assets. In addition, for establishing the fair eabfithe ARS Rights as of September 30, 2009, tiragainy determined that, as the line of cr
had been fully funded at 100% of the par valuehef€ompany’s ARS holdings at UBS, discount facstrauld no longer be applied related to
counterparty performance risk and the time valumonfey in a discounted cash flow methodology. Sgbaetly, the fair value of the ARS
Rights of approximately $2.2 million and the faalwe of the ARS of approximately $9.3 million, hretaggregate, total 100% of the par value
of the ARS held at UBS.

As a result of the analysis of fair value, the Camprecorded no additional trading loss relateitsttrading securities nor any
corresponding adjustment to the fair value of iRSArights during the quarter ended September 319.26 addition, the Company recorded a
gain of approximately $0.2 million during the nimenths ended September 30, 2009 related to theased value of the ARS rights due to the
additional funding received under the line of ctedid the resulting elimination of any performanisk associated with the settlement. For the
three and nine months ended September 30, 2008dimpany had recorded other-than-temporary impaitiesses related to its trading
securities, that were then classified as avail&dilesale securities, of approximately $0.4 milliand $1.2 million, respectively.

NOTE 3 FAIR VALUE MEASUREMENTS

In determining fair value, the Company utilizeshieicjues that optimize the use of observable inputen available, and minimize the
use of unobservable inputs to the extent possftderormal trading activity within public marketsrfARS ceased during the quarter ended
March 31, 2008 and had not resumed with any reigular September 30, 2009, there continues to kedarnce of observable market quotes
(level 1 inputs). Trading activity in the secondamgrkets for ARS is not sufficiently active and tesulting data does not qualify as approp
level 2 inputs. Data points that are available



Table of Contents

CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID
(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
AS OF SEPTEMBER 30, 2009
(Unaudited)

IARY

do not technically qualify as level 2 inputs anddaeen characterized as unobservable (level 8fdnplong with other inputs including fair
value information provided by UBS on the CompamyRS holdings with UBS (based on percentage of taiddization, assessments of
counterparty credit quality, default risk underlyithe security, the mix of FFELP loans and privatas) and overall capital market liquidity.

The following fair value hierarchy table categosZeformation regarding assets measured at fairevah a recurring basis:

Assets Measured at Fair Value on a Recurring Bas

Significant
Quoted prices other
in active observable Significant
markets for unobservable
identical assets inputs inputs
(in thousands) (Level 1) (Level 2) (Level 3) Total
As of September 30, 20(
Cash and Treasury fun $ 30,05( $ — $ — $30,05(
Auction rate securitie® — — 9,272 9,27:
ARS Rights (Note 2 — — 2,207 2,20
$ 30,05( $ — $ 11,47¢ $41,52¢

(1) Auction rate securities classified as trading andfeor-term investments. The method used to estimateaihedlue of these investmer
is more fully explained in Note ;

The Company’s assets that were measured at faiewal a recurring basis using significant Levet@uits as of September 30, 2009
consisted of its investments in ARS and its ARShRigThe following table summarizes the Compangis¥alue measurements using
significant Level 3 inputs, and changes thereintlie nine months ended September 30, 2009 (irstruis):

Balance as of December 31, 2( $21,63¢
Redemption: (12,389
Sales on secondary marl (2,075
Increase in fair value of ARS Rigt 247
Realized gains on redempti 4,05:
Transfers in and/or out of Level —
Balance as of September 30, 2( $11,47¢

The valuation of the Company’s ARS investment mdidfhas been sensitive to market conditions armhged on management’s best
estimate given the facts available at the timénefdstimate. The assumptions utilized in the estiroffair value have been difficult to predict
and the resulting fair value estimates have bebjesuto fluctuation. However, with the Companytgsess in gaining full liquidity on its
remaining ARS holdings at UBS in 2009, the rislsoth fluctuations are effectively offset by corm@sging changes in the fair value of the

ARS Rights.

NOTE 4 STOCK-BASED COMPENSATION

The Company has a stock incentive plan, as ameftidedPlan”) under which stock options for 5,00@Gthares of the Company’s

$0.0001 par value common stock (the “common stonidy be granted. Grants under the Plan may be toaglaployees (including officers),
directors, consultants, advisors or other independentractors who provide services to the Comparits subsidiary.
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During the three months ended September 30, 2B8Company granted stock options to an employeaarwh-employee director for
the purchase of 55,000 shares of its common stattkasweighted-average exercise price of $4.94spare, a weighted average grant date fair
value of $3.42 per share and with each grant haaimgxercise price greater than the market valSeptember 30, 2009, resulting in no
intrinsic value as of that date. During the threenths ended September 30, 2008, the Company gratteki options to employees for the
purchase of 32,500 shares of its common stock avitieighted average exercise price of approxim&4I81 per share and a weighted average
grant date fair value of approximately $2.77 pershwith each grant having an exercise price grélaée the market value at September 30,
2009, resulting in no intrinsic value as of thateda

During the nine months ended September 30, 2002808, the Company granted stock options to emplgad non-employee
directors for the purchase of 863,290 and 837,5@@es of its common stock, respectively. The grargde during the nine months ended
September 30, 2009 had a weighted average ex@migeof approximately $1.92 per share, a weighteztage grant date fair value of
approximately $1.27 per share and an aggregatasmtivalue at September 30, 2009 of approximekélg million. The grants made during
nine months ended September 30, 2008 had a weigkigzelge exercise price of approximately $6.11spare and a weighted average grant
date fair value of approximately $3.41 per sharhwach grant having an exercise price greaterttimarket value at September 30, 2009,
resulting in no intrinsic value as of that date.

Each option granted to employees and non-employeetdrs during the three and nine months endedeSdyer 30, 2009 and 2008 vests
as to 25% of the shares on each of the first, skdbird and fourth anniversary of the vesting canoement date. Following the vesting
periods, options are exercisable by employees thdiearlier of 90 days after the employee’s teatiim with the Company or the ten-year
anniversary of the initial grant, subject to adjosnt under certain conditions. Following the ves{eriods, options are exercisable by non-
employee directors until the earlier of 180 dayerahey cease to be a member of the Board of ireor the ten-year anniversary of the
initial grant, subject to adjustment under certanditions.

The Company utilizes the Black-Scholes-Merton viauramodel for estimating the fair value of thecdt@ptions granted. The table
below summarizes the assumptions utilized in estirgahe fair value of the stock options grantedtfe three and nine months ended
September 30, 2009 and 2008:

For the three months ended September 30, For the nine months ended September 30,
2009 2008 2009 2008
Risk-free interest rat 2.51% to 2.% 2.52% to 3.4% 1.61%to0 2.% 2.52% to 3.7%
Expected life of option 5 year: 5 year: 5 year: 5 year:
Expected dividend yiel 0% 0% 0% 0%
Expected volatility 87.51% 65.99% 80.96% to 87.5% 63.55% to 65.8%
Estimated forfeiture 0% 0% 0% 0%

The Company recorded compensation expense fohtbe &ind nine months ended September 30, 200podxdmately $0.4 million and
approximately $1.2 million, respectively and comgeaion expense for the three and nine months eBdptember 30, 2008 of approximately
$0.4 million and approximately $1.0 million, respeely, in conjunction with option grants made tm@oyees and non-employee directors. As
of September 30, 2009, the Company had total ugrézed compensation expense related to optiondegtdo employees and non-employee
directors of approximately $3.4 million, which kpects to recognize over a remaining average pefibao years.

As of September 30, 2009, there were 3,737,93@wptutstanding under the Plan with a weightedaggeeremaining contractual life of
7.7 years and a weighted average exercise prigpmbximately $3.81 per share. Of these, options fo
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1,807,369 shares had vested and were exercisaBeptgmber 30, 2009 with a weighted average rengirontractual life of 6.5 years and a
weighted average exercise price of approximatel@¥Fper share.

The aggregate intrinsic value is calculated aglifierence between the exercise prices of the uyidgrawards and the quoted closing
price of the common stock of the Company as of &aper 30, 2009 for those awards that have an eeepcice below the quoted closing
price. As of September 30, 2009, there were optiutstanding to purchase an aggregate of 922, 99@shvith an exercise price below the
quoted closing price of the common stock of the @Gany, resulting in an aggregate intrinsic valué@® million. Of those, options for
114,708 shares had vested and had an exercisebptme the quoted closing price of the common stafche Company, resulting in an
aggregate intrinsic value of approximately $0.3ionl

During the three and nine months ended Septemh&08®, no options were exercised. During the tareknine months ended
September 30, 2008, options for 94,230 shares @aneised with a weighted average exercise priegopfoximately $0.63 per share and an
aggregate intrinsic value as of the dates of egeraf approximately $354,000.

NOTE 5 LOSS per share

Basic net loss per common share is calculated\iglidg net loss by the weighted-average numbewoairmon shares outstanding for the
period, without consideration for potentially diltg securities. For the periods presented, basidédated net loss per common share are
identical. Potentially dilutive securities from skooptions and stock warrants would be antidilufgethe Company incurred a net loss. The
number of shares of common stock potentially iskuabSeptember 30, 2009 and 2008 upon exercisenwersion that were not included in
the computation of net loss per share totaled 76B8and 7,094,516 shares, respectively.

NOTE 6 EXERCISE OF COMMON STOCK WARRANTS

During the three and nine months ended Septemb&08®, various warrant holders exercised righfsuiechase 119,691 shares of the
common stock of the Company, with an average esergiice of approximately $3.27 per share, pursieacashless exercises whereby the
Company, in net share settlements, issued 63,%eslof its common stock to the warrant holdergdas the excess of the market price over
the exercise price on the respective dates of eseerc

During the nine months ended September 30, 200Busawarrant holders exercised rights to purci@¥e487 shares of the common
stock of the Company, with an average exerciseei@pproximately $2.91 per share, pursuant tbleas exercises whereby the Company, in
net share settlements, issued 57,983 sharesafritsmon stock to the warrant holders based on tbessxof the market price over the exercise
price on the respective dates of exercise.

In August 2008, a warrant holder exercised thettigpurchase 10,000 shares of the common stothed€ompany at an exercise price
of $4.20 per share pursuant to a cash exercisesléne Company recorded proceeds of $42,000.

In January 2008, a warrant holder exercised th# t@gpurchase 1,200 shares of the common stotihled€ompany at an exercise price of
$4.20 per share pursuant to a cash exercise whéretyompany recorded proceeds of $5,040.

NOTE 7 REGISTERED DIRECT SALE OF COMMON STOCK

On July 28, 2009, the Company raised gross proaafegsproximately $13.3 million through the sale3¢g325,000 shares of its common
stock. These shares were offered pursuant to thep@oy’'s shelf registration statement, as amendedtafe July 22, 2009 pursuant to Rule
462(b) to increase the dollar amount of securdieglable for sale, as filed with the Securitied &xchange Commission under which the
Company could offer shares of its common stock@ederred stock, various series of debt securéieor warrants to purchase any of such
securities, either individually or in units, in onemore offerings, up to a total dollar amoun$6£,218,060. There are no more securities
available under this shelf
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registration. In connection with the July 2009 dffg, the Company received net proceeds, after tedpplacement fees and offering
expenses, of approximately $12.4 million.

On August 10, 2009, the Company filed a shelf tegfi®n statement with the Securities and Exchag@mission under which the
Company may offer shares of its common stock aetemed stock, various series of debt securitiedarwarrants to purchase any of such
securities, either individually or in units, in oaemore offerings, up to a total dollar amoun$66,000,000. Such registration statement
became effective as of August 20, 2009.

NOTE 8 LICENSING AGREEMENTS

In March 2004, the Company entered into a licemggeeanent with Dr. M. Gopal Nair, Ph.D., of the Usisity of South Alabama College
of Medicine, for the rights to use, produce, digite and market products derived from an inveribpir. Nair, claimed in US Patent #
5,912,251, entitled “metabolically inert anti-inflanatory and antitumor antifolates”, designated bgl€ea as CH-1504 and related
compounds. The license provides the Company exeusiorldwide (excluding India) rights for CH-150Bhe Company made an upfront
payment in May 2004 of $150,000 and milestone paysas required by the agreement of $100,000 eaktaich 2006 and 2005. In April
2007, the Company issued 26,643 shares of its constoek, subject to trading restrictions, at a galfiapproximately $5.63 per share, in
settlement of the $150,000 annual milestone payiraitity. In March 2008, the Company made a niibee payment of $100,000 related to
patient dosing in a Phase 2 study as requiredéwadineement. In April 2008, the Company issuedI30ghares of its common stock, subjec
trading restrictions, at a value of approximatedyd® per share, in settlement of the 2008 anniversdestone payment. In April 2009, the
Company made the 2009 anniversary milestone payoi&i50,000 that had been accrued at March 319.2D@e Company is required to
make additional payments upon the achievementexfiip development and regulatory approval milestorThe Company is also obligated to
pay royalties under the agreement until the lat¢h@ expiration of the applicable patent or thplmable last date of market exclusivity after
the first commercial sale, on a country-by-couttiagis. Future potential milestone payments totat@pmately $1.3 million and there are no
minimum royalties required under the agreement.

In May 2006, the Company entered into an agreemihtDainippon Sumitomo Pharma Co., Ltd. (“DSP”y foworldwide, exclusive,
sub-licensable license and rights to certain ietdllal property and proprietary information (theS® Agreement”) relating to L-threo-3,4-
dihydroxyphenylserine (“L-DOPS” or “droxidopa”) ihaling, but not limited to all information, formulans, materials, data, drawings,
sketches, designs, testing and test results, reeord regulatory documentation. As considerationhese rights, the Company paid DSP
$100,000 and issued 63,131 shares of its commaR,sidth a value of approximately $4.35 per share$274,621. As additional
consideration, the Company agreed to pay DSP aitd/designees (1) royalties on the sales shoutccampound be approved for commercial
sale, and (2) milestone payments, payable uporeeeimient of milestones as defined in the DSP AgreeneFebruary 2008, the Company
made a milestone payment under the agreement 6f@30 related to patient dosing in a Phase 3 sandyhas remaining potential future
milestone payments, subject to the Company'’s tighgerminate the license agreement, totaling $&2kon. The Company and DSP also
initiated, and the Company agreed to fund, acéigsifocused on modifying the manufacturing capadsliof DSP in order to expand capacity
and comply with regulations and requirements ofRB&. Based on work performed by DSP as of Septerd®e2009, the Company had
recorded expense of approximately $3.4 million had a remaining liability of $2.2 million at Septeen 30, 2009.

In conjunction with and as consideration for atiid related to the execution of the DSP AgreentetCompany entered into a Finder’s
Agreement with Paramount BioCapital, Inc. (“Paramu In May 2006, pursuant to the Finder's Agreemé¢he Company issued warrants for
the purchase of 250,000 shares of its common stbak exercise price of $4.31 per share. The eseenfithese warrants is conditioned on an
event that occurred in January 2007 and, accongitige Company recorded a charge for the fair vafitbe warrants at January 2007 of
$433,750. The Company utilized the Black-Schaleston valuation model for estimating the fair valof the warrants at the date the cond
lapsed, based on a risk-free interest rate of 4, #f&xpected life of three years, an expectedieind yield of 0%, an expected volatility of
66.01% and no estimated forfeitures. As additi@oalsideration, the Company agreed to (1) make dunifestone
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payments to Paramount, upon achievement of milestan defined in the Finder’'s Agreement, (2) pamliees on sales should any licensed
compound become available for commercial sale,(@8nhdompensate a stated third-party consultansdéovices rendered in the evaluation of
the transaction with DSP. The Company has remaipatgntial future milestone payments under the éilsdAgreement of $150,000.

NOTE 9 SUBSEQUENT EVENTS

For the period ended September 30, 2009, the Coympaatuated events that occurred after Septemhe2(@®, the balance sheet date,
through November 2, 2009, the date that finan¢&kments were issued.

On October 29, 2009, the Company granted optionth@®purchase of 75,000 shares of its common stweknewlyhired employee. Th
options were issued with an exercise price of $p&2share (the closing market value of the Comisastpck on the date of grant).
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The statements contained in this Quarterly Reporfform 10-Q that are not historical are forwatdeking statements within the mear
of Section 27A of the Securities Act of 1933, asrated, and Section 21E of the Securities ExchangefA934, as amended, including
statements regarding the expectations, beliefentiins or strategies regarding the future. Weridtéhat all forward-looking statements be
subject to the safe harbor provisions of the Pevaecurities Litigation Reform Act of 1995. In parar, this “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiem¢” includes forward-looking statements that reflectr current views with respect to
future events and financial performance. We usela/etich as w'expect,” “anticipate,” “believe,” and “intend” and similar expressions to
identify forward-looking statements. A number gbdmant factors could, individually or in the aggj&e, cause actual results to differ
materially from those expressed or implied in amyvard-looking statement, including those set famtider “Item 1A. Part 1A. Risk Factors”
in our Annual Report on Form 10-K for the year esh@ecember 31, 2008.

Overview

We are a development stage pharmaceutical compangeeks to acquire, develop and commercializeviative products for the
treatment of a variety of human diseases. Ouregjyais to develop technologies that address impbtamet medical needs or offer improved,
cost-effective alternatives to current methodsedtment. Specifically, we are developing a nokietapeutic agent for the treatment of
neurogenic orthostatic hypotension (“NOH") and tetaconditions and diseases along with our devedoyprof prescription products for
multiple autoimmune disorders including rheumatithritis, psoriasis, inflammatory bowel diseasd eancer.

We are currently focusing the majority of our ddgyelopment resources on two clinical stage devedoy projects: droxidopa for
symptomatic neurogenic hypotension and other piaientlications; and our portfolio of non-metabelizantifolate compounds for the
treatment of rheumatoid arthritis.

Droxidopa, our most advanced investigational prodaadidate, is an orally active synthetic precutgmorepinephrine. It is being
developed for the treatment of NOH and is curreafiproved and marketed in Japan for the treatnfesytmoptomatic orthostatic hypotension,
freezing of gait in Parkinson’s disease and inalyic hypotension (“IDH"). During 2007, the U.So&d and Drug Administration, or FDA,
granted orphan drug status to droxidopa for thettnent of NOH and the European Medicines Agenc§MEA, granted orphan medicinal
product designation for the treatment of patienth Wure Autonomic Failure and patients with Mukifgystems Atrophy. Our clinical Phase
[l development program for the registration of ddopa in the United States for the treatment afigtomatic NOH includes two doubldind,
placebo-controlled studies. Both are designed topase droxidopa to placebo for the treatment of Nedid to demonstrate a mean
improvement over placebo of 1.6 units on the 1Tp0Oirthostatic Hypotension Symptom Assessment (OrHkRAale.

In September 2009, we announced preliminary data Btudy 302, the first of these two pivotal doublied Phase Il trials. While
strong symptomatic benefit was demonstrated duhiegppen-label dose titration and run-in phaséefttial, results of the trial did not
demonstrate a statistically significant improvenretative to placebo, as measured by the mean s€dtem 1 (dizziness or light-headedness)
of the OHSA scale during the double-blind phastheftrial, the study’s primary endpoint. While stedy did not meet its primary endpoint,
additional analysis confirmed statistically sigo#fint symptomatic benefit across five clinicallyeredint assessment criteria that reflect
symptomatic improvements and corroborate other @tipe symptom data. Data from the trial also supgabthe safety and tolerability of
droxidopa. We intend to meet with the FDA in NoveanB009 to obtain greater clarity about our optifumcompleting the planned clinical
and registration program for droxidopa. We alsehea our targeted enrollment of 118 patients im®801, the second double-blind pivotal
Phase lll trial, in September 2009. The resultenftbis study are not expected to be unblinded afir we meet with the FDA to review our
planned registration program. The timing of a neugdapplication to the FDA for droxidopa will degkeapon the outcome of our discussions
with the FDA and resulting changes, if any, in olimical program that might potentially include reitment of additional patients for study
301, supplementary studies and/or additional dintigals. Please see Item 1A -Risk Factors of tem 10-Q for a discussion of risks we face
related to the recently announced results of audysB02 clinical trial for droxidopa.

In March 2009, we announced positive results frapnediminary analysis of the completed double-bliplhcebo controlled Phase Il trial
of Droxidopa for the treatment of IDH. Droxidopandlenstrated benefit and indication of dose respangaultiple measures of IDH,
particularly in alleviating serious adverse evertd complications, such as dialysis disruptioraddition, an ongoing Phase Il trial of
droxidopa, alone and in combination with carbiddpathe treatment of fibromyalgia began in eat®9, under approval from the United
Kingdom’s Medicines and Healthcare Products Regufahgency.
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In addition to droxidopa, we are currently devetgpa portfolio of molecules for the treatment ofieas autoimmune/inflammatory
diseases. The most advanced platform is a portidlinetabolically inert antifolate molecules engired to have potent anti-inflammatory and
anti-tumor activity to treat a range of immunolagidisorders, including two clinical stage prodoahdidates designated as CH-1504 and CH-
4051. In March 2009, we announced positive redrdts a preliminary analysis of the recently comptePhase Il head-to-head clinical trial of
CH-1504 for the treatment of rheumatoid arthrifikis trial was designed to compare the efficacy tatetability of CH-1504 against
methotrexate, currently the leading antifolatettreant and standard of care for a broad range afrafal cell proliferation diseases. The
preliminary analysis showed comparable ACR20/50é8ponse rates to patients treated with 0.25m@nfy5and 1.0mg of CH-1504 against
patients treated with a standard 20mg oral doseethiotrexate. In addition, the efficacy of CH-15Gds associated with improved tolerability
and reduced heptatoxicity compared with methoteexXatApril 2009, we announced positive findingsnfrour Phase | study of CH-4051, the
L-isomer of CH-1504. Data from this single and riplét ascending dose study demonstrated that CH-#0&dfe and well tolerated up to a
maximally tolerated dose of 7.5mg. Complementingaatoimmune/inflammatory program is a second ptatfconsisting of a portfolio of
therapeutics targeting immune-mediated inflammatiisgrders and transplantation, known as our |-8Bfglio.

Since inception we have focused primarily on orgiugi and staffing our company, negotiating in-lisieiy agreements with our partners,
acquiring, developing and securing our proprietaghnology, participating in regulatory discussierth the FDA, the EMEA and other
regulatory agencies and undertaking preclinicalgrand clinical trials of our product candidaM are a development stage company and
have generated no revenue since inception. We tantigipate generating any product revenue untll anless we successfully obtain
approval from the FDA or equivalent foreign regatgtbodies to begin selling our pharmaceutical adates although we could potentially
generate revenue by entering into strategic agretniecluding out-licensing, co-development or corpotion of our drug candidates.
Developing pharmaceutical products is a lengthyexpknsive process. Even if we do not encountesraséen safety issues or timing or other
delays during the course of developing our curyeitensed product candidates, we would not ardigipeceiving regulatory approval to
market any such products until, at the earliest12@urrently, development expenses are being flimdin proceeds from equity financings
completed in December 2004, February 2006, Mar&Y 28ovember 2007 and July 2009. To the extent weenour products into additional
clinical trials and expand our commercializatiorl amarketing efforts for droxidopa, our need to fioa operating costs will continue.
Accordingly, our success depends not only on tfetysand efficacy of our product candidates, babain our ability to finance the
development and/or commercialization of the prosluct

Critical Accounting Policies

Our management’s discussion and analysis of oanfiral condition and results of operations is basedur financial statements, which
have been prepared in accordance with accountingiples generally accepted in the United State&mérica. Our significant accounting
policies are more fully described in Note 1 to fimancial statements. The following accounting piels are critical in fully understanding and
evaluating our reported financial results.

Use of Estimated’he preparation of financial statements in confoymiith accounting principles generally acceptethi@ United States
of America requires management to make estimatgsassumptions that affect the reported amountss#ta and liabilities and the disclosure
of contingent liabilities at the date of the fina@istatements as well as the reported revenuepenses during the reporting periods. On an
ongoing basis, management evaluates its estimategidgments. Management bases estimates on haterperience and on various other
factors that it believes are reasonable underitbarastances, the results of which form the bamisrfaking judgments about the carrying ve
of assets and liabilities that are not readily appafrom other sources. Actual results might diffem these estimates under different
assumptions or conditions.

Research and Development Expeiiesearch and development costs are expensed aethdle often contract with third parties to
facilitate, coordinate and perform agreed uponaedeand development activities. To ensure thatameh and development costs are expensec
as incurred, we measure expense based on workipeddor the underlying contract, typically utiligj a percentage-of-completion approach,
and record prepaid assets or accrue expenses ontalynbasis for such activities based on the nregsent of liability from expense
recognition and the receipt of invoices.

These contracts typically call for the paymentesdd for services at the initiation of the conteaad/or upon the achievement of certain
milestones. In the event that we prepay fees faréumilestones, we record the prepayment as apregset and amortize the asset into
research and development expense over the periidethe contracted research
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and development services are performed. Most feemeurred throughout the contract period andeapensed based on their percentage of
completion at a particular date.

These contracts generally include pass-through feess-through fees include, but are not limitedegulatory expenses, investigator
fees, travel costs, and other miscellaneous coshsding shipping and printing fees. Because tliess are incurred at various times during the
contract term and they are used throughout theacrierm, we record a monthly expense allocatoretognize the fees during the contract
period. Fees incurred to set up the clinical e expensed during the setup period.

Costs related to the acquisition of technologytdgind patents for which development work is stifprocess are expensed as incurred
and considered a component of research and develdpuosts.

Accounting for Stock-Based Compensatide. account for our stock options and warrants asqeibed in ASC 718-10 that defines a fair
value based method of accounting for stock opt@r&milar equity instruments. In determining tlaé fvalue of the equity instrument, we
consider, among other factors, (i) the risk-freeliest rate, (ii) the expected life of the optignanted, (iii) the anticipated dividend yield,

(iv) the estimated future volatility of the underyg shares and (v) anticipated future forfeitufes determine the risk-free interest rate, we
utilize the U.S. Treasury yield curve in effectla time of grant with a term consistent with tipected life of our awards. We estimate the
expected life of the options granted based on igiatied exercises in future periods assuming theesscof our business model as currently
forecasted. The expected dividends reflect ouretirand expected future policy for dividends on@mmon stock. To determine the expe:
stock price volatility for our stock options, weaewine historical volatilities for industry peerestly related to the current status of our
business, but with sufficient trading history todi#e to determine volatility. Utilizing a weightederage calculation to account for the limited
price history of our stock, we analyze the histalrilatility of our stock price in combination \withe historical volatility of the industry peers
selected to determine an appropriate volatilittdacdWe plan to continue to analyze the expectedksprice volatility and expected term
assumption at each grant date as more historitalfdaour common stock becomes available. Giverlithited service period for our current
employees and the senior nature of the roles fmselemployees, we had estimated that we would iexper no forfeitures or that our rate of
forfeiture would be immaterial to the recognitiohcompensation expense for those options currenttgtanding. Our results of operations
include non-cash compensation expense as a résh ssuance of stock option grants utilizingsthiethod. We expect to record additional
non-cash compensation expense in the future, whight be significant. Due to the limited amount@dtorical data available to us,
particularly with respect to stock-price volatiligmployee exercise patterns and forfeitures, otsalts could differ from our assumptions.

Results of Operations
Three Months Ended September 30, 2009 and 2008

The table below sets forth, for the periods indidatcertain items in our condensed consolidatedratnts of operations and other
pertinent financial and operating data.

For the three For the three

months endec months endec

September 3C September 3C

$ %

(in thousands, except percentages) 2009 2008 Increase Change
Research and development expe $ 5,357 $ 7,041 $(1,68¢) -24%
Sales and marketing exper 714 29t 41¢ 142%
General and administrative expel 1,01¢ 941 73 8%
Interest incom: 32 30¢€ (274 -90%
Interest expens (42) — (42) 100%
Other income (expens — (2,110 2,11( 100%

Research and development expenigeseased in the third quarter of 2009 when contpiaréhe same period of 2008 as our pivotal P
Il NOH programs reached or neared completion dutire period. The expenses associated with thegggms, along with costs related to our
ongoing Phase Il trial of droxidopa in fibromyalgiad final costs related to our Phase | and PHasgal$ of our antifolates accounted for the
majority of the costs during the period. The priynexpenditures in 2008 related to our then ong@ihgse Il trial in rheumatoid arthritis for
CH-1504 and significant costs associated with tha sf our pivotal Phase Ill trials in NOH for didopa. Also contributing to our expenses
were
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compensation and related costs, in both periodsijratial regulatory expenses in the third quade2009 associated with our planned
registration program for droxidopa. As a percentafgeperating expenses, research and developmst# were 76% for the three months
ended September 30, 2009 and 85% for the threehmenided September 30, 2008.

From inception through September 30, 2009, cunudagsearch and development expenses related toajar research and
development projects were approximately $73.6 amiliind are detailed as follows:

. Inception
Nine months ended
September 30, Seé?é?#ggr 3C
(in thousands) 2009 2008 2009
Antifolates $ 1,90 $ 7,00( $ 25,70(
Droxidopa 18,10( 12,90( 45,40(
1-3D — — 2,50(

$20,00( $19,90( $  73,60(

Droxidopa.From inception through September 30, 2009, we padtsapproximately $45.4 million in research andefi@ment
expenses on droxidopa. Assuming we do not enteraintout-license, development or other collaboeatigreement with respect to this
compound, we estimate that subsequent to thatateill need to incur approximately $8.8 million nedo complete our Phase IlI
clinical trials and other development work througtapproval of a New Drug Application, or NDA, fraitme FDA, excluding costs
associated with regulatory applications, milestpagments and initial commercial inventory. Assumiegulatory approval for
marketing, we currently estimate launch of thisduet and initial sales or royalty revenue fromdtsooner than 2011. In addition to the
spending requirements above, we plan spending zippately $4.6 million from the fourth quarter of @®through the end of 2010 for
clinical proof of concept studies in other indicais, our once-daily formulation and other droxidoglated programs.

Antifolates.From inception through September 30, 2009, we padtsapproximately $25.7 million in research andedtgpment
expenses on our portfolio of antifolates. We cagito explore opportunities to engage a partnassist us in the development of our
antifolates after the completion in March 2009 éflaase Il proof-of-concept study for CH-1504 inutmatoid arthritis and our Phase 1
dosing evaluation in CH051, completed in April 2009. However, we may c®t conduct additional Phase 1l studies startir@p10 if
we believe it will significantly enhance the valofethis portfolio and if funding is available. Wetanate that we will spend less than $0.2
million more for the development of our antifolatmpounds in 2009. Assuming regulatory approvahfarketing, we currently estimi
launch of this product and initial royalty reverfugm it no sooner than 2013.

I-3D Portfolio. From inception through September 30, 2009, we padtsapproximately $2.5 million in research andedepment
expenses on the 1-3D portfolio of compounds. Weehmanducted compound discovery work on the podftitry and identify one or
more lead compounds. All of the work completeddtedvas performed before 2008 and we do not expéctur significant additional
expenses for these compounds until we select agrast obtain additional financing.

Sales and marketing expensedthough we have no formalized selling activitisales and marketing expenses increased sigriifidan
the third quarter of 2009 when compared to the saenied of 2008 primarily related to the initiatiohmarket research and planned
commercialization activities for droxidopa. Othepenses for both periods included compensatiorrelatked costs and legal expenses related
to our intellectual property.

General and administrative expenséseneral and administrative expenses increasetbdu@or increases in compensation and related
expenses, office rent related to our headquartditfeand printing costs and travel expenses,aiffsy a minor reduction in franchise tax
expense. Franchise tax expense decreased duriBgi2@do our operating losses incurred in 2008thadelated decrease in our stockholders’

equity.

Interest income At September 30, 2009, we had cash and cashadgntg of $30.1 million and short-term investmenft$11.475
million. Although the funding received from our y@009 financing, proceeds from the sale and redempf ARS and additional funding
under the UBS line of credit allowed us to maintainigher than expected average cash and investresel over the period, the average cash
and investment level during 2009 was significafdlyer than the level for the same period of 2008.eWthose lower average levels are
combined with a general reduction in interest raadess
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of interest income related to our ARS investments @ shift of our holdings, other than ARS, intm#iaterest bearing accounts, Treasury ft
and similar investments, interest earned decrelag&d.3 million.

Other income and expendauring the quarter ended September 30, 2009, wrded no adjustment to our previously recorded
impairment losses on ARS. For the same period 682@e recorded an other-than-temporary impairrobkatge related to our investment in
ARS of approximately $2.1 million.

Nine Months Ended September 30, 2009 and 2008

The table below sets forth, for the periods indidacertain items in our condensed consolidatedratnts of operations and other
pertinent financial and operating data.

For the nine For the nine

months endec months endec

September 3C September 3C

$ %

(in thousands, except percentage 2009 2008 Increase Change
Research and development expe $ 19,96( $ 19,91 $ 45 0%
Sales and marketing exper 1,352 1,177 17t 15%
General and administrative expel 3,03¢ 2,79¢ 241 9%
Interest incomt 264 1,49: (1,229 -82%
Interest expens (20¢) — (10¢) 100%
Other income (expens 4,39( (3,676 8,06¢ -21%

Research and development expendés.continue to incur significant expenses in 2@@8narily related to our extensive clinical testing
programs, particularly, clinical activities for ciidopa, including our pivotal Phase IlI trials irOM and Phase Il trial in fibromyalgia. In
addition, we incurred costs associated with oursBhistudy of CH-1504 in rheumatoid arthritis, queted in March 2009, and our Phase |
dosing study of CH-4051, completed in April 2009h€r activities contributing to expenses in 2008ude manufacture, formulation, labeling
and packaging and regulatory costs. As a percemtaggerating expenses, research and developmsts were 82% for the nine months en
September 30, 2009, relatively flat when comparéhd 88% for the same period of 2008. Also contribgito our expenses were compensation
and related costs, in both periods. A significaaxhponent of our costs in 2008 was related to thygoiong Phase Il clinical trial for CH-1504 in
rheumatoid arthritis and investigational activitfes follow-on molecules in our portfolio of antifites. We also incurred significant costs
during 2008 for clinical activities for droxidopadluding the start of our Phase Il programs in N@idl our Phase Il study in IDH. Other
activities for droxidopa included manufacturing dadnulation costs in support of the clinical pragrs and license milestone payments for
dosing in a Phase Il trial.

Sales and marketing expenseédthough we had no formalized selling activitiesntributing to the increase in sales and margetin
expenses in 2009 were the costs of initiating mandsearch and commercialization activities forxittopa during the third quarter. Other
expenses included compensation and related cegtd, dxpenses and related costs for our intelleptogerty and travel costs for our business
development efforts. During 2008, we incurred exgesmof a similar nature but rather than prelimimagrketing activities related to the
planned commercialization of droxidopa, our effavere focused on the printing of educational maternd a pricing study for droxidopa.

General and administrative expenséghe $0.2 million increase in general and admiatte expenses primarily consists of an increa
compensation and related expenses. The remaindlee afcrease is related to moderate increasethér oategories of spending during the
period including office rent related to our new thgaarters and professional fees for accountingses\offset by a decrease in franchise tax
expense due to the impact of 2008 operating lomselke taxable equity base.

Interest income At September 30, 2009, we had cash and cashadgntg of $30.1 million and short-term investmenft$11.475
million. Although the funding received from our y@009 financing, proceeds from the sale and redempf ARS and additional funding
under the UBS line of credit allowed us to maintainigher than expected average cash and investnesel over the period, the average cash
and investment level during 2009 was significafdlyer than the level for the same period of 2008eWthose lower average levels are
combined with the loss of interest income on ARBed in 2008, the deterioration of overall markegiest rates and a shift of our holdings,
other than ARS, into non-interest bearing accoursasury funds and similar investments, interagted decreased by $1.3 million.
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Other expenséduring the nine months ended September 30, 2009¢ewarded a gain of $4.4 million on the recoverpviously
recorded impairment losses for ARS that were reg@eleat par and an increase in the fair value ofAR® Rights. During the nine months
ended September 30, 2008, we had recorded thecgiergéy recovered other-than-temporary impairmess Irelated to our investments in
ARS of approximately $3.7 million.

Liquidity and Capital Resources

From inception to September 30, 2009, we have mduan aggregate net loss of approximately $89ll6omas a result of expenses
similar in nature to those described above.

As of September 30, 2009, we had working capitapyroximately $18.2 million, cash and cash eqeive of approximately $30.1
million and short-term investments of $11.475 roilli We have financed our operations primarily tigtosales of our common stock and, to a
much lesser extent, through the issuance of ounmamstock pursuant to option or warrant exerci€ash on hand results primarily from
previous financing activities and proceeds from lowe of credit with UBS, offset by funds utilizédr operating and investing activities.

On July 28, 2009, we raised gross proceeds of appetely $13.3 million through the sale of 3,32%)GMhares of our common stock at
$4.00 per share in a registered direct offeringpant to our shelf registration statement, as aeweéfective July 22, 2009 pursuant to Rule
462(b) to increase the dollar amount of securdieglable for sale, as filed with the Securitied &xchange Commission. There are no more
securities available under this shelf registratlarconnection with this offering, we received pebceeds, after deducting placement fees and
offering expenses, of approximately $12.4 million.

On August 10, 2009, we filed a shelf registratitateament with the Securities and Exchange Commiasioler which we may offer
shares of our common stock and preferred stockpwsseries of debt securities and/or warrantsitohmse any of such securities, either
individually or in units, in one or more offeringsp to a total dollar amount of $60,000,000. Swegistration statement became effective as of
August 20, 2009.

Auction Rate Securities

At September 30, 2009, our short-term investmeh$l d.475 million consisted of the fair value ofrqmipal invested in certain ARS and
the fair value of the ARS Rights. The ARS held Byane private placement securities with long-teamimal maturities for which the interest
rates are reset through a dutch auction on 28 dia$xycles. Although the monthly auctions haddrisally provided a liquid market for these
securities, in early 2008, with the liquidity issua the global credit and capital markets, audtifum these, and similar, securities began to fail
and by March 2008, market activity had essentiedigsed. Our investments in these securities ragriegerests in collateralized debt
obligations supported by pools of structured craditruments consisting of student loans. Nondefdollateral for the ARS held by us inclu
mortgage, credit card or insurance securitizatiéssof September 30, 2009, our ARS holdings hadraralue of $11.475 million and all but
approximately $4.4 million were AAA/Aaa rated amdured by the Federal Family Education Loan Prodi@iREELP) and/or over-
collateralized by more than 10%. Of the remainidgi$nillion, all were collateralized at 100% andnsistent with our investment policy at
time of purchase, $0.75 million carried an A ratififj.15 million carried an Aa3/AAA rating and trenmainder carried AAA/Aaa ratings.

Beginning in early February 2008 we have experidrdificulty in liquidating our ARS as the amourftsecurities submitted for auction
has exceeded the market demand and auctions btefgih When the auctions for these securities thig investments are not readily
convertible into cash until a future auction iseegsful, secondary markets emerge, the securitaedeemed by the issuer or they mature.

Per the terms of a settlement agreement executdayn2009, all of our ARS holdings that were théassified as available-for-sale and
had been purchased from BA were redeemed at 10@%4rafalue, or $11.6 million, in June 2009. In &iddi, BA also refunded to us the $0.4
million realized loss we incurred in January 20@®mi the sale of our $2.5 million par value ARS lmddn Mississippi Higher Ed Assistance
Corp. As such, we recorded a gain of approximé&kdlyl million related to the recovery of the predlyurecorded other-than-temporary
impairment for these ARS holdings.

During the fourth quarter of 2008, we finalized thegails of our settlement agreement with UBS utldempublished terms accepting the
terms of the settlement agreement from UBS for AR$hts (the “ARS Rights”) for our illiquid ARS haltgs purchased from and maintained
at UBS as of February 13, 2008. The ARS Rightsigmus with the ability to sell
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the ARS, along with the ARS Rights, to UBS at the yalue of the ARS no earlier than June 30, 20ttDexpire on July 2, 2012. UBS also
agreed that an affiliate would provide us with aned-cost line of credit for up to a portion of tmarket value (as determined by UBS) of our
ARS holdings as of October 31, 2008. In March 2@08 line of credit was amended to provide us &ittredit line of up to the full par value
our ARS holdings at UBS and, accordingly, we hauly fdrawn down the line of credit and have recardecorresponding liability at
September 30, 2009 of $11.475 million. Though tanlis payable on demand, if the UBS affiliate $th@xercise its right to demand
repayment of any portion of the loan prior to tlaedwe can exercise our ARS Rights, UBS and itBeaéfs would be required to arrange for
alternative financing on terms and conditions sattsally the same as those contained in the lingredit agreement. If alternative financing
cannot be established, then UBS AG, or one offfilsages, will purchase our pledged UBS ARS at.pss a result, the loan and any alternative
financing will not be payable by us prior to theé that we are able to exercise our UBS ARS Righ&scordance with our agreement with
UBS. We expect to repay the line of credit with pneceeds from the exercise of those ARS Rightscd&ds of any sales of our UBS ARS
first be applied to repayment of the line of credith the balance, if any, deposited into our actoRer the terms of the ARS Rights that allow
us to redeem our ARS holdings at UBS on June 300 24 the earliest, we have classified the faueaf our ARS holdings at UBS and the
fair value of the associated ARS Rights as shom-tssets at September 30, 2009. Accordingly, we héso classified the liability recorded
for the line of credit as a short term liability@¢ptember 30, 2009.

Based on our estimate of fair value, utilizing scdunted cash flow model that approximates theegatletermined by UBS under their
independent methodology, no additional trading fosshe nine months ended September 30, 2009 easdd necessary. In addition, we
recorded other income and a corresponding incrieabe asset of $0.2 million for the increase ie fair value of the ARS Rights recognized
upon the full funding of par value under our lifecoedit. As of September 30, 2009, the fair vadieur ARS holdings combined with the fair
value of our ARS Rights total 100% of the par vadfiall ARS holdings at UBS.

The valuation of our ARS investment portfolio issigive to market conditions and is based on ost bstimate given the facts available
at the balance sheet date. The assumptions weedtilh the estimate of fair value have been diffitupredict and the resulting fair value
estimate has been subject to fluctuation. Howewnith, our recent success in gaining full liquidity our remaining ARS holdings at UBS, the
future risk of such fluctuations is effectively st by corresponding changes in the fair valub®fARS Rights.

We have incurred negative cash flows from operatgnce inception. We have spent, and expect tbnc@nto spend, substantial
amounts in connection with implementing our bussrgsategy, including our planned product develapreéforts, our clinical trials, our
commercialization and marketing activities for dompa and our efforts to secure opportunities faatsgic alliances. Our continued operati
will depend on whether we are able to raise addtidunds through various potential sources, sgobgaity and debt financing or strategic
alliances. Although differing scenarios might atisesed on our planned discussions with the FDAtlh@desults of our second pivotal Phas
study of droxidopa in NOH, management believes ¢hatently available capital resources, under dth® anticipated spending scenarios that
might result from those discussions, will be suéfit to meet our operating needs into the thirdtguaf 2010. We continue to actively pursue
additional sources of liquidity, including but rhited to, strategic relationships, out-licensifgour products, public or private sales of equity
or debt and other sources. Such strategic reldtipa®r out-licensing arrangements might requireouglinquish rights to certain of our
technologies, product candidates or products tleatvauld otherwise seek to develop or commerciaimselves. Such additional funds might
not become available on acceptable terms, or,ardl there can be no assurance that any addifiomdihg that we do obtain will be sufficient
to meet our needs. From inception through Septe@®e2009 we had losses of $89.6 million. We hadasses of $19.8 million and $26.1
million for the nine months ended September 30928 2008, respectively, and we anticipate logsé=ast through 2010 unless we should
successfully negotiate a strategic agreement e#nké¢ might include out-licensing, co-developmento-promotion of our drug candidates.
Actual losses will depend on a number of consid@natincluding:

» discussions with regulatory agencies concerningldsgn and results of our clinical tria

» specifically, discussions with the FDA concernihg potential for additional Phase 11l trials or #idehal Phase Il patients fc
droxidopa in NOH based on the results of Study .

» the pace and success of development activitiekidimg clinical programs for droxidopa, antifolat@sd other product candidat
» our ability to identify and recruit patients intarcclinical trials at costs consistent with ourremt estimates

» seeking regulatory approval for our various prodiznididates

» the pace of commercialization and marketing efftotdroxidopa;

» possible ot-licensing of our product candidatt
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» the pace of development of new intellectual propfat our existing product candidate
* in-licensing and development of additional productdidates;

* implementing additional internal systems and irfiagure; anc

» hiring additional personne

Should we raise additional funds by selling shafesommon stock or other securities convertible idmmon stock, the ownership
interest of our existing stockholders will be dddt If we are not able to obtain financing whendegke we may be required to delay, reduce the
scope of, or eliminate one or more of our develapnpeograms or curtail operations. As a result,lmusiness, financial condition and result
operations would be materially harmed.

Off-Balance Sheet Arrangements

We do not have any unconsolidated entities, andrdowly, we have not entered into any transactieitls unconsolidated entities
whereby we have financial guarantees, subordinataihed interests, derivative instruments or otlmgrtingent arrangements that expose us to
material continuing risks, contingent liabilities, any other obligations under a variable inteiresin unconsolidated entity that provides us
with financing, liquidity, market risk or creditsk support.

ltem 3.  Quantitative and Qualitative Disclosures about Marlet Risk

We invest our cash in a variety of financial ingtents in order to preserve principal and liquidvtyile maximizing returns and we do 1
invest in financial instruments or their derivagJer trading or speculative purposes. To minintiezexposure due to adverse shifts in interest
rates, we maintain investments of shorter matsrit@ur investment guidelines include security tygedit quality and maturity and are
intended to limit market risk by restricting ouvestments to high quality debt instruments witlatigely short maturities. At September 30,
2009, a portion of our cash was maintained in mterest bearing accounts at federally insured firsnstitutions that, under the Temporary
Liquidity Guarantee Program, are fully insured bg Federal Deposit Insurance Corporation. In amlilitive maintained funds on deposit that
were invested primarily in fully liquid interest-deng money market accounts and Treasury fundsavitfaturity under 90 days. Our shtatrr
investments consist of ARS with long-term nominaiturities for which the interest rates are resetutgh a dutch auction each month or,
should those auctions fail, as determined by cohied obligation. All deposits and investments &bedhave been made in U. S. dollars and,
accordingly, we do not have any exposure to foreigmency rate fluctuations.

Our interest income is sensitive to changes irgtreeral level of interest rates in the United Stgparticularly since our investments are
and will be in short-term investments. To assessrdarest rate risk, we performed a sensitivitglgsis projecting potential future interest
earnings on investments in which we estimatedripgact of a 0.25% to 0.5%, or 25 to 50 basis pointsease or decrease in our average
interest rate over a 12 month time horizon. Thislysis resulted in an annual potential effect dfugen approximately $40,000 and $75,00(
the interest earned on investments.

At September 30, 2009, we had investments in ARB par value of $11.475 million and an estimatédvalue of approximately $9.3
million and ARS Rights with an estimated fair vabfeapproximately $2.2 million. Historically, ARSere priced at par, as per industry
convention, based on observed or reported verdihldes and provided a liquid market for these AR8stments. However, liquidity issues
since February 2008 have virtually shut down mosta market transactions for ARS. Our investmémt&RS represent interests in
collateralized debt obligations supported by pabistudent loans, typically over-collateralized ammdnsured by the FFELP. None of the ARS
investments in our portfolio were backed by sulmgrimortgage loans or other collateral with exposoieertain current market conditions.
However, liquidity issues experienced in early 2608 afterward in global credit and capital marketee prevented us from liquidating our
ARS investments as the amount of securities subditir sale at ARS auctions has exceeded the mdekeand, though they continue to pay
interest according to their stated terms. Althoirgtufficient demand related to the ARS auctionsxgected to continue, we have successfully
completed settlements for all of our ARS holdingd have received funding equivalent to 100% ofgievalue of our investments in ARS.

ltem 4. Controls and Procedures

Disclosure controls and procedures (as definedkoh&nge Act Rule 13a-15(e)) are designed only ¢oige reasonable assurance that
they will meet their objectives that informatiorgtered to be disclosed in our Exchange Act repisrtecorded, processed, summarized and
reported within the time periods specified in tH&C3s rules and forms, and
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that such information is accumulated and commuadtéd our management, including our Chief Execu¥icer and Chief Financial Officer,
as appropriate, to allow timely decisions regardiguired disclosures. As of the end of the pecimeered by this report, we carried out an
evaluation, under the supervision and with theiggstion of our management, including our ChiekEutive Officer and Chief Financial
Officer, of the effectiveness of the design andrafpen of our disclosure controls and procedursgdéfined in Rule 13a-15(e)) pursuant to
Exchange Act Rule 13a-15. Based upon that evaluatia subject to the foregoing, our Chief Execu@fficer and Chief Financial Officer
have concluded that our disclosure controls andgutores were effective as of September 30, 2009.

Changes in internal control over financial reporting.

Management has determined that, as of Septemb@080, no changes in our internal control overrial reporting occurred during ¢
fiscal quarter then ended that has materially &dfoor is reasonably likely to materially affeatir internal control over financial reporting.
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PART Il—OTHER INFORMATION

Iltem 1A. Risk Factors

There have been no material changes to the ris&rfapreviously disclosed in our Annual Report amrir 10-K for the year ended
December 31, 2008 except the following:

We face risks related to the recently announced refts of our study 302 clinical trial for droxidopa for the treatment of symptomatic
neurogenic orthostatic hypotension (NOH).

In September 2009, we announced that preliminaty flam Study 302, the first of two pivotal PhaHerials of droxidopa for the
treatment of NOH, did not demonstrate a statidicagnificant improvement relative to placebo asasured by the study’s primary
endpoint. While the study did not meet its primangpoint, additional analysis confirmed statisticalgnificant symptomatic benefit across
five clinically relevant assessment criteria theftect symptomatic improvements and corroboraterosipportive symptom data. Data from
trial also supported the safety and tolerabilitdodxidopa. This clinical outcome may have sigrifitimpact on our operations. We intend to
meet with the FDA in November 2009 to obtain greatarity about our options for completing the piad clinical and registration program
droxidopa. There are, however, significant risksvasattempt to formulate a revised clinical plandooxidopa. Specifically:

» Although we will seek approval to change the priynamdpoint of our 301 study, the FDA may not agoethis approach and v
may therefore fail to achieve significance on tkisting 301study endpoint, which is the same endpased in the 302 stud

» Even if we change the primary endpoint in our 30dsgt significance in that end point may still netéchieved, thus requiring at
least one additional study and possibly m

* We may determine that it is in our best interesetctivate the 301 study in order to recruit adddl patients into the trial, thus
delaying the results of the 301 study and the eaxsfifing, if at all, of an NDA with the FDA andtloer regulatory agencie

» Although we will discuss the use of the 302 studg aertain other studies as being supportive fdlBA filing based on the 30
study, the FDA may insist on full significance ma separate studies similar to the 301 and 302estutlat we have been
conducting over the past two yee

* Any of these risks would delay, probably for seVerarters but perhaps longer, or prevent us fritingffor approval with the FD/
and other regulatory agencit

» Any of these risks are likely to require additiofinancing for the droxidopa clinical program, a@hduch financing is an equii
financing it would cause dilution for our stockhetd, which could be significant depending on ttiegpand the amount of stock
sold.

» If we require additional capital for the developrmehdroxidopa, we may not be able to raise capitefavorable terms or at a

* Given the regulatory and financing uncertainties,may determine that it is in our best interegiutlicense droxidopa, which
might significantly limit future earnings opportties for us. Moreover, we may not be able to cotepds out-licensing agreement
on terms beneficial to us or at ¢

Iltem 5. Other Information

Effective October 29, 2009, we hired William D. 8dbterman, M.D. as our Chief Medical Officer. Dcisvieterman is a rheumatolog
and a board-certified internist who was formerlhie€lof the Medicine Branch and Chief of the Immuwml and Infectious Disease Branch in
the Division of Clinical Trials at the FDA. In thesapacities and others, Dr. Schwieterman spepeafs at the FDA in the Center for
Biologics overseeing a wide range of clinical depshent plans for a large number of different typesolecules. Dr. Schwieterman helped
author the FDA'’s “Good Review Practices” for inugational products, and was instrumental in devielpgeveral guidance documents for the
industry. More recently, he has served as an intdg® consultant to biotechnology and pharmacdwaapanies, focusing on clinical drug
development and regulatory matters. Dr. Schwietarhwds a B.S. and M.D. from the University of Gimeati.
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As a condition to his employment with us, Dr. Sobwerman resigned as a member of our Board of Rireetffective October 28, 2009.
His resignation was not related to any disagreeméhtus on any matter relating to our operatigraicies or practices.

Item 6. Exhibits

Exhibit Registrant’s Exhibit Filed
Number Description of Document Form Dated Number Herewith
31.1 Certification of Chief Executive Officer Pursuant$ection 302 of the Sarba-Oxley

Act of 2002. X
31.2 Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley

Act of 2002. X
321 Certification of Chief Executive Officer Pursuant$ection 906 of the Sarba-Oxley

Act of 2002. X
32.2 Certification of Chief Financial Officer Pursuant$ection 906 of the Sarbanes-Oxley

Act of 2002. X
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SIGNATURES

In accordance with the requirements of the Exchaxgef 1934, the registrant caused this repoligsigned on its behalf by the
undersigned, thereunto duly authorized.

Chelsea Therapeutics International, Ltd.

Date: November 2, 20C By: /s/ J. NIck RIEHLE

J. Nick Riehle
Vice President, Administration and
Chief Financial Officer
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EXHIBIT 31.1
CERTIFICATION

I, Simon Pedder, certify that:
1. | have reviewed this Quarterly Report on Forn-Q of Chelsea Therapeutics International, L

2.  Based on my knowledge, this report does notaiorany untrue statement of a material fact or angttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. designed such internal control over financial réipgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C. evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. disclosed in this report any change in the regi¢'s internal control over financial reporting thatormed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a. all significant deficiencies and material weadges in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

b. any fraud, whether or not material, that involveanagement or other employees who have a significéain the
registran’s internal control over financial reportir

Date: November 2, 20C By: /'s/ SIMON P EDDER
Simon Pedder
President and Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION

I, J. Nick Riehle, certify that:
1. | have reviewed this Quarterly Report on Forn-Q of Chelsea Therapeutics International, L

2.  Based on my knowledge, this report does notaiorany untrue statement of a material fact or angttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. designed such internal control over financial réipgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C. evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. disclosed in this report any change in the regi¢'s internal control over financial reporting thatormed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a. all significant deficiencies and material weadges in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

b. any fraud, whether or not material, that involveanagement or other employees who have a significéain the
registran’s internal control over financial reportir

Date: November 2, 20C By: /s/ J.Nick RIEHLE
J. Nick Riehle
Vice President, Administration and Chief FinancialOfficer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Chelsea Therapeutics International, Ltd. (tbempany”) for the period ended
September 30, 2009 as filed with the SecuritiesiExthange Commission on or about the date hereef‘Report”), I, Simon Pedder,
President and Chief Executive Officer, hereby grfiursuant to 18 U.S.C. Section 1350, as adopteguant to Section 906 of the Sarbanes-
Oxley Act of 2002, that, to my knowledge:

(1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of
the Company as of, and for, the periods present#itei Report

/ s/ SIMON P EDDER
Simon Pedder
President and Chief Executive Officer

November 2, 200



EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Chelsea Therapeutics International, Ltd. (tbempany”) for the period ended
September 30, 2009 as filed with the SecuritiesiExahange Commission on or about the date hereef‘Report”), I, J. Nick Riehle, Vice
President, Administration and Chief Financial Qdfichereby certify, pursuant to 18 U.S.C. Secti8b(] as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that, to my knowéed

(1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of
the Company as of, and for, the periods present#itei Report

/s/ J. Nick R IEHLE
J. Nick Riehle
Vice President, Administration and Chief FinancialOfficer

November 2, 200





