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PART I
ITEM 1. FINANCIAL STATEMENTS

GALENA BIOPHARMA, INC.
(A Development Stage Company)

CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share and per shareath)
(Unaudited)

ASSETS
Current assett
Cash and cash equivalel
Restricted cas
Prepaid expenst
Total current asse
Equipment and furnishings, n
In-process research and developn
Goodwill
Deposits
Total asset

LIABILITIES AND STOCKHOLDERS ' (DEFICIT) EQUITY
Current liabilities:

Accounts payabl

Accrued expenses and other current liabili

Current maturities of capital lease obligatit

Convertible notes payable, curre

Fair value of warrants potentially settleable islt

Current contingent purchase price considere

Total current liabilities

Capital lease obligations, net of current matusi

Convertible notes payable, r-current

Deferred tax liability, no-current

Contingent purchase price consideration, net afeauiportion
Total liabilities

Stockholder (deficit) equity:
Preferred stock, $0.0001 par value; 5,000,000 steuthorized; no shares issued and outstar
Common stock, $0.0001 par value; 125,000,000 slarwrized; 50,082,148 shares issued

49,407,148 shares outstanding and 47,811,453 sisated and 47,136,453 outstanding at March 31,

2012 and December 31, 2011, respecti
Additional paic-in capital
Deficit accumulated during the developmental s
Less treasury shares at cost, 675,000 sl
Total stockholder (deficit) equity
Total liabilities and stockholde’ equity

December 31

March 31,
2012 2011
$ 8,701 $ 11,43:
101 101
29C 27€
9,092 11,81(
351 39¢
12,86¢ 12,86¢
5,89¢ 5,89¢
3 3
$ 28,20¢ $ 30,96¢
$ 2,581 $ 2,15¢
3,532 2,98¢
24 35
— 50C
20,35 3,74¢
89¢ 1,782
27,39: 11,20:
36 32
1,00( —
5,05: 5,05:
5,291 4,56¢
38,77¢ 20,85¢
5 5
85,26: 81,18¢
(91,989 (67,229
(3,849 (3,849
(10,570 10,11
$ 28,20¢ $ 30,96¢

The accompanying notes are an integral part oktheasolidated financial statements.
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GALENA BIOPHARMA, INC.
(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF EXPENSES

(Amounts in thousands, except share and per shareath)
(Unaudited)

Expenses

Research and development expe

Research and development employee «-based compensatic
expens¢

Research and development -employee stoc-based compensatic
expense (income

Fair value of common stock issued in exchangedsearch and
development expen:

Total research and development expe

General and administrative expel

General and administrative employee stock-basegeasation
expense

Fair value of common stock warrants issued for ggdrend
administrative expens

Fair value of common stock issued in exchange émegal anc
administrative expens

Total general and administrative expe

Operating los!

Interest (expense) incon

Other (expense) incon

Net loss

Net loss per common sha

Basic and diluted loss per shi

Weighted average common shares outstant

Basic and dilutes

For the Three
Months Ended
March 31,
2012

$ 3,39
72
157
50
3,671
1,45¢
19€
14¢
13¢
1,03¢
(5,610
(37)

(19,119
$  (24,76)

$ (052

47,967,49

For the Three
Months Ended
March 31,
2011

$ 1,941
24¢€
31

2,15¢
1,921

1,09¢
76
23
3,11¢

(5,275)
(1)
1,43¢
$  (3,84)
$ 0.1¢

20,316,17

The accompanying notes are an integral part oktheasolidated financial statements.

2

Period from
January 1, 2003
(Date of Inception;

to March 31,
2012

$ 40,81"
3,34¢

6,15(

4,00¢

54,31¢

29,43

9,78¢

2,55(

48¢

42,25¢

(96,572
621

(6,079

$ (102,03

N/A

N/A
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GALENA BIOPHARMA, INC.
(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)

(Unaudited)

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortization expel
Loss on disposal of equipme
Non-cash rent expens
Accretion and receipt of bond discot
Non-cash shar-based compensatic
Loss on exchange of equity instrume
Fair value of shares mandatorily redeemable fon cg®n exercis
of warrants
Fair value of common stock warrants issued in exghdor
services
Fair value of common stock issued in exchangedorises
Change in fair value of common stock warrants idsne
connection with various equity financin
Fair value of common stock issued in exchangei¢enking rights
Change in fair value of contingent purchase comatéten
Changes in assets and liabiliti
Prepaid expenses and other current a:
Accounts payabl
Due to former parer
Accrued expenses and other current liabili
Net cash used in operating activitie
Cash flows from investing activitie
Change in restricted ca
Cash received in acquisitic
Purchase of shc-term investment
Maturities of shorterm investment
Cash paid for purchase of equipment and furnisf
Disposal of equipment and furnishir
Cash refunded (paid) for lease dep
Net cash used in investing activitie
Cash flows from financing activitie
Net proceeds from issuance of common s
Cash paid for repurchase of common st
Net proceeds from exercise of common stock opt
Net proceeds from exercise of common stock wari
Common stock issued in connection with E<
Net proceeds from issuance of convertible notesipa
Repayments of capital lease obligatis
Cash advances from former parent company
Net cash provided by financing activities
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at the beginning of ¢gb
Cash and cash equivalents at end of pe
Supplemental disclosure of cash flow information
Cash received during the period for intel
Cash paid during the period for inter

Supplemental disclosure of no-cash investing and financing activities
Settlement of corporate formation expenses in exghdor common

For the Three
Months Ended

March 31,
2012

$ (24,76)

42

38t

1,23¢

50C
™

2,15¢
(2,737)
11,43

$ 8,701

For the Three
Months Endec

March 31,
2011

$ (3,84)

37

$ 11,11t

Period from
January 1, 2003
(Date of Inception;

through
March 31, 2012

$ (102,030

70¢€

19

29

35
19,28¢
90C

(785)

2,55(
53¢

6,19¢
3,95¢
73E

(269)
1,65(
(207)
3,02z

(63,669

(101)

16¢

(37,537
37,49’

(739)

(1)

_ 4y
(753)

65,36
(3,849)

61C

1,38¢

54

1,00(
(217)

8,76¢

73,11

8,701

$ 8,701

$ 721
$ 12



stock

Fair value of warrants issued in connection witlomn stock recordel
as a cost of equit

Issuance of common stock in exchange for outstgndarrants

Fair value of shares mandatorily redeemable fon cg®n the exercise
warrants

Reclassification of warrant liability upon exerc
Allocation of management expen:

Equipment and furnishings exchanged for commorks
Equipment and furnishings acquired through cajst@e

Value of restricted stock units and common stoskesl in lieu o
bonuses included in accrued exper

Non-cash lease depo:

The accompanying notes are an integral part okthessolidated financial statements.
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GALENA BIOPHARMA, INC.
(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Description of Business and Basis of Presentatio

Galena Biopharma, Inc. (“we,” “us,” “our,” “Galena&t the “Company”) is a biopharmaceutical compasgused on developing
innovative, next-generation cancer immunotherapigish address major unmet medical needs to advearee Galena is developing
innovative, peptide antigen-based “off the she#hcer immunotherapies for potential applicatiotréatment of large populations of Cancer
Survivors. Peptide vaccines have several potetiti@tal advantages over existing cancer treatmiaiatsiding excellent safety profiles, long-
lasting protection through immune system activatamwell as an acceptable mode of administratidrafiermal injection). A key
differentiator in Galena’s approach is the focusmimimal residual disease” that may remain in Garfsurvivors. The strategy is to prevent
recurrence in early stage patient groups who mayadn&occult” residual cancer cells that are not detectable yeotimaging and biomarke
and despite adjuvant therapy and radiation thevdlyelapse in significant numbers over time.

Our lead product candidate, Neuvax (E75), targegsHER?2 tumor associated antigen peptide and iglagveloped to prevent or
delay breast cancer recurrence in a Phase 3 dltn@launder an FDA approved SPA (Special Protdgsdessment) and in combination with
Herceptin® (trastuzumab: Genentech/Roche) in a Pharical trial. Our second product candidatelak®Binding Protein (FBP), a targeted
vaccine which consists of the E39 peptide over-esged (20-80 fold) in more than 90% of ovarian @mdometrial cancers, is currently in a
Phase 1 clinical trial.

The Company was incorporated as Argonaut Pharmiae&jtinc., in Delaware, on April 3, 2006. The Quany changed its name to RXi
Pharmaceuticals Corporation on November 28, 2006.

We acquired Apthera Inc., or “Apthera,” and our Meaw product candidate in April 2011. Prior to thiate, we were engaged primarily
in conducting discovery research and preclinicakettgoment activities based on RNAI. Our acquisitidrpthera followed from the
determination by our board of directors to broadenstrategic direction by giving us access tae-ftage clinical candidate, NeuVax. In
connection with our acquisition of Apthera, we reeld the scope of our RNAI activities.

On September 26, 2011, the Company changed its frameRXi Pharmaceuticals Corporation to GalenagpBarma, Inc. in connection
with the Company’s separation into two companigssélena, which will operate as a late-stage argyldrug development company; and
(i) RXi Pharmaceuticals Corporation, or RXi, whielill continue to develop novel RNAi-based therapigilizing our historical RNAI assets.
RXi was initially incorporated as RNCS, Inc. and@sed the name RXi Pharmaceuticals Corporatiootjuaction with the change in the
Company’s name to Galena. On April 27, 2012, tleepéd spin-out of RXi was completed (See Note 4).

The Company has not generated any revenue frorptinoethrough March 31, 2012 and is consideredveld@ment-stage company for
accounting purposes. The Company may not generadgieigt revenue in the foreseeable future, if eVhe Company expects to incur
significant operating losses as it advances itdyrbcandidates through the drug development apdatory process. The Company expects to
continue to devote a substantial portion of it®ueses to research and development programs. Asudt of the costs expected to be incurre
connection with our recently commenced clinicaliof NeuVax and FBP, the Company expects thatesgarch and development expense
will increase significantly from historic levelsrfthe foreseeable future. The Company will neegetioerate significant revenue to achieve
profitability and might never do so. In the abseatproduct revenue, our potential sources of dpmral funding are expected to be the
proceeds from equity financings, funded researchdmvelopment payments and payments received aderership and collaborative
agreements. There is no guarantee that additiondirig will be available to the Company on accelgtédrms, or at all. If the Company fails
obtain additional funding when needed, it woulddreed to scale back or terminate operations eetk to merge with or to be acquired by
another company.

Use of Estimates

The preparation of consolidated financial statemé@nticcordance with accounting principles gengiradcepted in the United States of
America requires management to make estimatesssuigtions that affect the reported amounts otsissel liabilities and disclosure of
contingent assets and liabilities at the date effitancial statements and the reported amourggmégnses during the reporting period. Actual
results could differ from these estimates.

Derivative Financial Instrument

During the normal course of business, ftone to time, the Company issues warrants and ogtio vendors as consideration to perform
services. It may also issue warrants as part ahfiing transactions. The Company does not enteiainy derivative contracts for speculative
purposes. The Company recognizes all derivativedding warrants, as assets or liabilities meakatdair value with changes in fair value of
derivatives reflected as current period incomeoss lunless the derivatives qualify for hedge actiogrand are accounted for as such. In
accordance with Financial Accounting Standards 8¢4ASB”) Accounting Standards Codification (“ASCTopic 815-40, ‘Derivatives and
Hedging— Contracts in Entity’s Own Stotkthe value of some of our warrants is requiretdéaecorded as a liability, as the holders have an
option to put the warrants back to the Companyecgied events (see Note 9).

Principles of Consolidatiol



The consolidated financial statements include tlo®ants of Galena and its consolidated subsidiafiksnaterial intercompany accounts
have been eliminated in consolidation.

Comprehensive Loss
The Company’s comprehensive loss is equal to it$ose for all periods presented.

4
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2. Recent Accounting Pronouncements

In May 2011, the FASB issued Accounting Standarpgdatied (“ASU”) 2011-04 Fair Value MeasuremeifT opic 820):Amendments to
Achieve Common Fair Value Measurement and DisceoRaquirements in U.S. GAAP and IFl, a new accounting standard that clarifies the
application of certain existing fair value measueatrguidance and expands the disclosures for &irevmeasurements that are estimated t
significant unobservable (Level 3) inputs. This reandard is effective on a prospective basisrioual and interim reporting periods
beginning on or after December 15, 2011. The Coryipadoption of this new standard did not have #enia@ impact on the Company’s
consolidated financial statements.

In June 2011, the FASB issued ASU 2011-08mprehensive Inconf@opic 220):Presentation of Comprehensive Inconaenew
accounting standard that eliminates the optiorrésgnt the components of other comprehensive ineanpart of the statement of changes in
stockholders’ equity, requires the consecutivegmigtion of the statement of net income and otbemxehensive income and requires an
entity to present reclassification adjustmentshtenface of the financial statements from other caimgnsive income to net income. The
amendments in this new standard do not changeeims ithat must be reported in other comprehens@ie or when an item of other
comprehensive income must be reclassified to menire nor do the amendments affect how earningshzee is calculated or presented. This
new standard is required to be applied retrospelgtiand is effective for fiscal years and interigripds within those years beginning after
December 15, 2011. As this new standard only reguénhanced disclosure, the adoption of this stdrid not impact the Company’s
consolidated financial statements.

3. Apthera Acquisition

On April 13, 2011, the Company completed its adtjois of Apthera, Inc., a Delaware corporation (tApra”), under an Agreement and
Plan of Merger (“Merger Agreement”) entered intoMarch 31, 2011. Subject to the terms and conditmiithe Merger Agreement, the
Company’s wholly owned subsidiary formed for thispose was merged with and into Apthera, with A@tsurviving as a wholly-owned
subsidiary of the Company. Under the Merger Agregitee Company issued to Apthera’s stockholdeps@apmately 5.0 million shares of
common stock of the Company (the “Aggregate Stochseration”) and agreed to make future contingagtments of up to $32 million
based on the achievement of certain developmentamanercial milestones relating to the Company’s\Waex™ product candidate. The
contingent consideration is payable, at the elaatiothe Company, in either cash or additional seaf common stock, provided that the
Company may not issue any shares in satisfactiampfontingent consideration unless it has fiaimed approval of its stockholders in
accordance with Rule 5635(a) of the NASDAQ Markatpl Rules.

In connection with the Merger Agreement, the Conypadeposited with a third-party escrow agent ceudies representing 10% of the
Aggregate Stock Consideration, which shares wikhb&ilable to compensate the Company and relateigpéor certain indemnifiable losses
as described in the Merger Agreement. On OctobgP@B1, the escrow agent released from the esctowf3he Aggregate Stock
Consideration, or 248,705 shares. The remainingdgme Stock Consideration held with the escromtgas released in April 2012 (see
Note 11).

The Company’s acquisition of Apthera was in conugtt the decision by the Company’s Board of Dicestto diversify its development
programs and to become a late stage clinical dpuaat company. The Company does not expect artg gbodwill to be deductible for tax
purposes.

The purchase price consideration and allocatigguoéhase price of Apthera were as follows:

(in 000's)
Calculation of allocable purchase price
Fair value of shares issued at closing includirgya@sed shares expected to be rele: $ 6,367(1)
Estimated value of ea-out 6,46(
Total allocable purchase pri $12,82]
Allocation of purchase price:
Cash $ 16¢
Prepaid expenses and other current a 14
Equipment and furnishing 11
Goodwill 5,89¢
In-process research and developn 12,86¢
Accounts payabl (931)
Accrued expenses and other current liabili (143
Notes payabls Q)
Deferred tax liability, no-current (5,059

$12,82]

(i) The value of the Company’s common stock wastagon a per share value of $1.28, the closinge i the Company’s common stock
as of the close of business on April 13, 2(
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The estimated value of the eaynt consideration of $6.5 million originally recediwas based on the expected probability of achiew
in the future of certain development and commerridéstones relating to the Company’s NeuVax prodaadidate and then applying a
discount rate, based on a corporate debt intemgsindex publicly issued, to the expected futgnpents. The expected timing of the
milestones, the probability of success for eaclestine and the discount rates applied are updatategly using the most current information
to measure the contingent liability as of the répgrdate. On January 19, 2012, the first milestwin®l,000,000 of this contingent liability was
triggered with the first patient enrolled in ouréBk 3 PRESENT clinical trial of NeuVax for breaatcer. The Company issued 1,315,789
restricted shares of common stock in payment ofiteemilestone. The certificates evidencing thiéestone shares have been deposited with a
third party escrow agent. The milestone sharesheilteleased to the Apthera shareholders from ws€tbe issuance of the milestone share
approved by the stockholders of the Company aR0w® annual stockholders meeting. Since the relefibe shares is subject to stockholder
approval, the $1,000,000 has been recorded in ed@xpenses and other current liabilities at M&Lh2012 in the accompanying condensed
consolidated balance sheet.

If stockholder approval is obtained, the numbemdéstone shares will be subject to increase tettent that $0.76i(e ., the closing
price of the Company’s common stock as reporte@itmnNASDAQ Capital Market on January 18, 2012,dhg prior to achievement of its
first milestone, used for purposes of determintmgiumber of milestone shares) is greater thanlttsng price of common stock as of the
most recent trading day prior to the receipt oEktmlder approval. Whether or not stockholder apak@s obtained, in addition to the release
from escrow of the milestone shares or the paynmecdsh of the initial milestone, as the case m@ythee Company will pay concurrently to
former Apthera shareholders in cash an interesvfad ten percent (10%) per annum on the amouthefinal milestone from February 10,
2012 through the day immediately prior to the re¢eaf the milestone shares from escrow or the pagment, as the case may be, less certain
legal fees of the stockholder representative tpdie or reimbursed by the Company. As of March2811,2, $13,699 of interest had been
accrued on this note and is included in accrue@mrsgs and other current liabilities in the accompancondensed consolidated balance sheet.

The increase in the fair value of the contingeatility during the three months ended March 31,2181$844,000, which was included in
other income (expense) in the accompanying coreselitistatements of expenses. The fair value afdhéngent liability at March 31, 2012
was $6,195,000. Of this amount, $898,000 was recbad a current contingent liability.

The following presents the pro forma net loss amdfprma net loss per common share for the threethscended March 31, 2011:

For the Three
Months Ended
March 31, 201:

Net loss $ (4,399

Net loss per common she $ (0.17)

Weighted average shares outstanc 25,290,26
4. RXi Spin-Out

Contribution Agreement

On September 24, 2011, the Company entered intan&iBution Agreement (“Contribution Agreement”)twiRXi pursuant to which we
assigned and contributed to RXi substantially ithe Company’s RNAi-related technologies and assite contributed assets consist
primarily of our novel RNAi compounds and licensekating to our RNAI technologies, as well as thase of our Worcester, Massachusetts
laboratory facility, fixed assets and other equiptriecated at the facility and our employment agements with certain scientific, corporate
and administrative personnel who have become erapkgf RXi. The Company also contributed $1.5 onllof cash to the capital of RXi.

Pursuant to the Contribution Agreement, RXi assuoegthin accrued expenses of our RXI-109 developmegram and all subsequent
obligations under the contributed licenses, emplaynarrangements and other agreements. RXi hasdigpenake future milestone payments
to us of up to $45 million, consisting of two onex payments of $15 million and $30 million, resjpesly, if RXi achieves annual net sales
equal to or greater than $500 million and $1 hiljicespectively, of any covered products that magéveloped with the contributed RNAI
technologies.

In the Contribution Agreement, the Company madéornary representations and warranties to RXi réggrthe contributed assets and
other matters, and the parties have agreed toroasyocovenants regarding the conduct of RXi's bessnpending the spin-off of RXi. The
parties also have agreed to indemnify each oth&inaglosses arising from a breach of their respecepresentations, warranties and
covenants set forth in the Contribution Agreement.
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Securities Purchase Agreement

On September 24, 2011, the Company also entered iSecurities Purchase Agreement (“SecuritiesHage Agreement”) with RXi and
two institutional Investors (the “Investorsfursuant to which the Investors agreed to purchastal of $9,500,000 of Series A Preferred S
of RXi (“RXi Preferred Stock”) at the closing ofetspin-off of RXi, and to lend up to $1,500,000R%i to fund its operations between signing
and closing (the “Bridge Loan”). The outstandingpipal and accrued interest from the Bridge Loalh except under certain circumstances
described below, be converted into RXi Preferraxtisat the closing of the spin-off of RXi and wilpresent a portion of the $9,500,000 total
investment, which is referred to herein as the “Ri¥ancing.” The RXi financing and the spin-off BXi were subject to customary closing
conditions, including the registration under theB#ies Act of 1933, as amended (the “Securitieg’ A of the distribution by us of the spoff
shares.

The RXi Preferred Stock will be convertible by ddey at any time into shares of RXi common stoclkcept to the extent that the holder
would own more than 9.999% of the shares of RXimmm stock outstanding immediately after giving efffi® such conversion. Without
regard to this conversion limitation, the sharethefPreferred Stock to be held by the Investomugmmpletion of the RXi financing and the
spin-off of RXi will be convertible into shares BXi common stock representing approximately 83%hefshares of RXi common stock that
would be outstanding, assuming the conversionllrofihe Preferred Stock, which we refer to as‘the-converted common stock.” The
Company will own approximately 12% of the as-coteércommon stock immediately prior to the spinaffRXi, and Advirna, LLC, a
licensor of RXi, will be issued the remaining 5%tloé as-converted common stock pursuant to theeagget with Advirna, LLC as described
below.

Spin-Off

The Company agreed in the Securities Purchase Agneteto undertake to distribute to our stockholders share-for-share basis
approximately 8% of the as-converted common stddko4, subject to the registration of the distritaurt of such shares under the Securities
Act of 1933 and other conditions, which distributiwas completed on April 27, 2012 (see Note 11 Tbhmpany has retained 4% of the as-
converted common stock, and has agreed, in theriBesiPurchase Agreement, not to sell or dispddhedoCompany’s shares of RXi common
stock for a one-year period following completiontloé spin-off of RXi. Under the Securities PurchAgeeement, one share of RXi was
distributed as a dividend on each share of Galeasid issued and outstanding as of the recordfdatie distribution of April 23, 2012.

Purchase Agreement Terms and Conditions

In the Securities Purchase Agreement, the parties made customary representations and warrantiée other parties and have agreed
to customary covenants regarding the parties’ astio connection with the spin-off of RXi and otmeatters, including the filing of a resale
registration statement registering a portion ofabmmon stock underlying the conversion of the &refl Stock. The parties also have agreed
to indemnify each other against losses arising fadoneach of their respective representations,améigs and covenants set forth in the
Securities Purchase Agreement. Per the agreenpaont,tbe closing of the transaction, on April 27120RXi reimbursed the Company and the
Investors in the amount of $300,000 and $100,0&¢pectively, for transaction costs relating toGuatribution Agreement, the Securities
Purchase Agreement and the transactions calldayftre agreements.

Bridge Loan

Pursuant to the Securities Purchase Agreemenintestors provided Bridge Loans by purchasing $1,000 of secured convertible
promissory notes of RXi (“RXi convertible notesThe RXi convertible notes will, except as describetbw, be convertible into shares of F
Preferred Stock at a conversion price of $1,0006spare. The RXi convertible notes accrued inteatatrate of 7% per annum (or 18% per
annum in the case of an event of default) and radtan April 27, 2012, the closing date. As of Magdh 2012, RXi had $1,000,000 of RXi
convertible notes outstanding. As the Company whsved of this obligation upon the spin-out, tinecaint has been recorded as a long-term
liability as of March 31, 2012. Approximately $20@of interest has been recorded in accrued expemgkother current liabilities at
March 31, 2012 in the accompanying condensed cigladetl balance sheet.

Advirna Agreement

As part of the closing transaction as detailechan@ontribution Agreement and Securities Purchageément, RXi entered into an
agreement with Advirna, LLC, which the Company ref® as “Advirna,” a company affiliated with Anasta Khvorova, Ph.D., RXi’'s former
Senior Vice President and Chief Scientific Offiderthe agreement, Advirna has agreed to amerekigtsing patent and technology assignn
agreement with RXi to eliminate all clinical milese and royalty payments to Advirna under the aredrajreement; obligations remain to
make an annual $100,000 maintenance fee and arneewtilestone payment of $350,000 to Advirna uganissuance of a patent with valid
claims covering the assigned technology. Additignd&Xi will be required to pay a 1% royalty to Aidva for any licensing revenue received
by RXi on the license of the assigned Advirna tedbgy. In exchange, RXi issued to Advirna upondlesing transaction a number of shares
of RXi common stock equal to 5% of the as-convedmamon stock of RXi.

The transactions contemplated by the Securitieshaise Agreement were completed in April 2012 (sete N1).

5. Fair Value Measurements

The Company follows the provisions of FASB ASC TR0, “Fair Value Measurements and DisclosureASC 820”) for the
Company'’s financial assets and liabilities thatrereneasured and reported at fair value at eadrtieg period, and are re-measured and
reported at fair value at least annually usingiavaue hierarchy that is broken down into threeels. Level inputs are as defined as follo



Level 1 — quoted prices in active markets for idaitassets or liabilities.
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Level 2 — other significant observable inputs foe fissets or liabilities through corroboration witarket data at the measurement date.

Level 3 — significant unobservable inputs thateeflmanagement’s best estimate of what marketcgzatits would use to price the assets or
liabilities at the measurement date.

The Company categorized its cash equivalents &valll hierarchy. The valuation for Level 1 waseteiined based on a “market
approach” using quoted prices in active marketsdentical assets. Valuations of these assets tregaire a significant degree of judgment.
The Company categorized its warrants potentialiifeskin cash as a Level 2 hierarchy. The warranésmeasured at fair market value on a
recurring basis and are being marked to market gaatterend until they are settled. The contingent purclpae consideration is categori:
as a Level 3 hierarchy and is measured at its agtunfair value on a recurring basis and is adjuateeach quarter-end until it is completely
settled. The contingent price consideration is @dlbased on the expected timing of milestonesexpected probability of success for each
milestone and the updated discount rates basedorparate debt interest rate index publicly issued

Quoted
Prices in Significant
Other
Active Observable Unobservable
March 31, Markets
Inputs Inputs
Description 2012 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 7,45¢ $7,45:¢ $ — $ —
Total asset $ 7,45: $7,45% $ — $ —
Liabilities:
Warrants potentially settleable in ce $20,357 $ — $ 20,357 $ =
Contingent purchase price consideral 6,19¢ — — 6,19¢
Total liabilities $26,55: $ — $ 20,357 $ 6,19
Significant
Quoted Other
Prices in Observable Unobservable
December 31 Active
Markets Inputs Inputs
Description 2011 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 11,43 $11,43: $ — $ —
Total asset $ 11,43: $11,43: $ — $ —
Liabilities:
Warrants potentially settleable in ce $ 3,74¢ $ — $ 3,74¢ $ =
Contingent purchase price consideral 6,351 — — 6,351
Total liabilities $ 10,097 $ — $ 3,74¢ $ 6,357

Fair Value of Financial Instrumen

The carrying amounts reported in the balance dbeetsh equivalents, accounts payable, capitakeand convertible notes payable
approximate their fair values due to their shontrt@ature and market rates of interest.

6. Stock Based Compensation

The Company follows the provisions of the FASB ABgpic 718, “Compensation — Stock Compensati¢fASC 718"), which require
the measurement and recognition of compensatioaresepfor all share-based payment awards made tlogees, noremployee directors, ar
consultants, including employee stock options. IStmmpensation expense based on the grant dateafa# estimated in accordance with the
provisions of ASC 718 is recognized as an expewsethe requisite service period.

For stock options granted as consideration foriseswendered by non-employees, the Company rezegebmpensation expense in
accordance with the requirements of FASB ASC T&gis-50, “Equity Based Payments to Non-Employees.”

Non-employee option grants that do not vest imntefliaipon grant are recorded as an expense oveesiig period of the underlying
stock options. At the end of each financial repaytperiod prior to vesting, the value of these@mi as calculated using the Black-Scholes
option-pricing model, will be re-measured using f&ie value of the Company’s common stock and the-cash compensation recognized
during the period will be adjusted accordingly.&ithe fair market value of options granted to employees is subject to change in the fu
the amount of the future compensation expensenellide fair value re-measurements until the stmutions are fully vested.
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The Company is currently using the Black-Scholetsooppricing model to determine the fair value 8fis option grants. For option
grants issued in the three month period ended Mat¢l2012 and 2011, the following assumptions wised:

For The Three
Months Ended

March 31,
2012 2011
Weighted average risk-free interest rate 1.0€% 2.3%2%
Weighted average expected volatil 75.6%  112.9%
Weighted average expected lives (ye 6.1C 5.7¢
Weighted average expected dividend y 0.0(% 0.0(%

The weighted average fair value of options grauii#tihg the three month period ended March 31, 20422011 was $0.48 and $1.20
share, respectively.

The Company’s expected common stock price vokatiiisumption is based upon the volatility of a kask comparable companies. The
expected life assumptions for employee grants Wwased upon the simplified method provided for urAR€ 718-10. The expected life
assumptions for noemployees were based upon the contractual terireadption. The dividend yield assumption of zerbased upon the fe
that the Company has never paid cash dividendpaesgntly has no intention of paying cash dividefith riskfree interest rate used for ec
grant was also based upon prevailing short-tererést rates. The Company has estimated an anrdiédifeiture rate of 15.0% for options
granted to its employees, 8.0% for options gratdexknior management and no forfeiture rate foditectors. RXi will record additional
expense if the actual forfeitures are lower thameged and will record a recovery of prior expeiighe actual forfeiture rates are higher than
estimated.

The following table summarizes stock option acgifiom January 1, 2012 through March 31, 2012:

Weighted
Total Average Aggregate
Number of Exercise Intrinsic
Shares Price Value
Outstanding at January 1, 2C 6,163,13 $ 3.0¢ $ —
Granted 1,275,001 0.7z 1,912,501
Exercisec — — —
Cancellec — — —
Outstanding at March 31, 20. 7,438,13 $ 2.6  $5,308,95
Options exercisable at March 31, 2( 4,985,554 $ 3.31 $2,365,59.

The aggregate intrinsic values of outstanding amlatsable options at March 31, 2012 were calcdlatesed on the closing price of the
Companys common stock on March 31, 2012 of $2.22 per slearethe exercise price of those shares. The gagréntrinsic values of optiol
exercised was calculated based on the differenweelkea the exercise price of the underlying awardsthe quoted price of the Company’s
common stock on the date of exercise.

7. Net Loss Per Share

The Company accounts for and discloses net lossggamon share in accordance with FASB ASC Topic‘2B@rnings per Share.”
Basic net loss per common share is computed bylidiyinet loss attributable to common stockholdgrthe weighted average number of
common shares outstanding. Diluted net loss peinuamshare is computed by dividing net loss atteblg to common stockholders by the
weighted average number of common shares that waud been outstanding during the period assurhimgssuance of common shares fo
potential dilutive common shares outstanding. R@keaommon shares consist of shares issuable thaxercise of stock options and
warrants. Because the inclusion of potential comstwares would be anti-dilutive for all periods reted diluted net loss per common share is
the same as basic net loss per common share.

The following table sets forth the potential comnstyares excluded from the calculation of net legscommon share because their
inclusion would be anti-dilutive:

March 31,
2012 2011
Options to purchase common st 7,438,13  6,065,26.
Warrants to purchase common st 13,116,69 8,250,64.
Total 20,554,83 14,315,90

8. License Agreements
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As part of its business, the Company enters icgnking agreements, which often require milestokerayalty payments based on the
progress of the asset through development stagésstvhe payments may be required, for examplen @pproval of the product for marketi
by a regulatory agency. In certain agreementsCtirapany is required to make royalty payments baped a percentage of product sales.

An individual milestone payment required underltbensing arrangements may be material, and ireteat that multiple milestones are
reached in the same period, the aggregate payrassasiated with the milestones could adverselyctffe results of operations or affect the
comparability of our period-to-period results. bid#ion, these licensing arrangements often gieeGbmpany the discretion to unilaterally
terminate development of the product, which wollldvathe Company to avoid making the contingentrpapts; however, the Company is
unlikely to cease development if the compound ssefodly achieves clinical testing objectives. Than@pany’s contractual obligations relating
to minimum annual maintenance fees and milestogmpats have not changed significantly from Decen®igr2011.

9. Stockholders’ Equity

Preferred Stock— The Company has authorized up to 5,000,000 sludirgeferred stock, $0.0001 par value per shareséuance. The
preferred stock will have such rights, preferenpeisjleges and restrictions, including voting righdividend rights, conversion rights,
redemption privileges and liquidation preferenessshall be determined by the Company’s boardrettirs upon its issuance. To date, the
Company has not issued any preferred shares.

Common Stock- The Company has authorized up to 125,000,00@starcommon stock, $0.0001 par value per sharésgaance.
Shares of common stock are reserved as follows:

As of
March 31,
2012
Warrants outstanding 13,116,69
Stock options outstandir 7,438,13
Options reserved for future issuance under the @Goy's 2007 Incentive Pla 24,71,
Total reserved for future issuar 20,579,55

Common Stock Warrants- On August 7, 2008, the Company issued 190,000anty to an investment bank as consideration for
investment and business advisory services. Theawarhave an exercise price of $7.036 per sharexpite 5 years from the date of issuance,
on August 7, 2013. The warrants vested as to 94088€es upon issuance, and vested at a rate @fB&h@&res per month starting on the 90 day
anniversary of issuance, and are exercisable periad of five years. All shares were vested andmensation cost was fully recorded at
December 31, 2009. The Company also agreed tatigévbolder of the warrants unlimited “piggy backgistration rights with respect to the
shares of the Company’s common stock underlyinguwdigants in any registration statement the Comgidesy/in connection with an
underwritten offering of its common stock.

On January 29, 2009, the Company issued 142,50@mtarto an investment bank as consideration fe@stment and business advisory
services. The warrants have an exercise price .@784oer share and expire five years from the dbigsuance on January 29, 2014. The
warrants vested as to 71,250 shares upon issuamt@ested at a rate of 23,750 shares per montingtan the 90 day anniversary of issua
and are exercisable for a period of five years.shlires were vested and compensation expense Nyasfwrded at December 31, 2009. The
Company has also agreed to give the holder of tireants unlimited “piggy back” registration rightith respect to the shares of Common
Stock underlying the warrants in any registratitaiegnent the Company files in connection with adamvritten offering of the common stock.

In connection with the 2009 Offering, the Compassuied warrants to purchase 978,142 shares of tim@&t’s common stock. Details
of the transaction can be found under the head?0§9 Registered Direct Offering” below.

In connection with the 2010 Offering, the Compassuied warrants to purchase 540,000 shares of tmp&1ty’s common stock. Details
of the transaction can be found under the head?8d0 Registered Direct Offering” below.

In connection with the March 2011 Offering, the Gumy issued warrants to purchase 6,000,000 shitiee Gompanys common stocl
Details of the transaction can be found under #aing “March 2011 Registered Direct Offering” helo

In connection with the April 2011 Offering, the Cpamy issued warrants to purchase 11,950,000 sbatike Companys common stocl
Details of the transaction can be found under traaling “April 2011 Registered Direct Offering” belo

During 2011, the Company issued 150,000 warrangxd@mange for business advisory services. The Coyngcognizes the total fair
value of these warrants as stock compensation egpener the requisite service period. The Compeseygl the Black-Scholes option pricing
model to compute the estimated fair value of thveagant grants on the date of the award. Total espeelated to these warrants was $108
in 2011 and compensation expense was fully recoadeaf December 31, 2011.

During the quarter ended March 31, 2012, the Compesued 400,000 warrants in exchange for busiaégsory services. The
Company recognizes the total fair value of thesgamis as stock compensation expense, over thésiegservice period. The Company used
the Black-Scholes option pricing model to compbie ¢stimated fair value of these warrant grantslvhire marked to market over the vesting
period of the related warrants. Total expenseedl&t these warrants was $148,000 for the quantbedeMarch 31, 2012.
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Private Investment in Public Equity On June 24, 2008, the Company entered into arliesuPurchase Agreement pursuant to which
the Company issued and sold to certain investoeggnegate of 1,073,299 shares of common stoclpiivate placement at a price of $8.12
per share. Net proceeds to the Company were appatedy $7.9 million.

2009 Registered Direct Offering- On March 17, 2009, the Company entered into egpleent agency agreement, which was
subsequently amended on May 26, 2009 and July@,2vith Rodman & Renshaw, LLC (“Rodman”) as tkelesive placement agent,
relating to a proposed offering by the Companyef/isecurities to potential investors. On July 32 the Company entered into definitive
agreements for the sale and issuance by the Contpamytain investors of 2,385,715 units, with eaoit consisting of one share of the
Company’s common stock and a warrant to purchak®df.a share of common stock, at a purchase pfi$8.50 per unit (the “2009
Offering”). The 2009 Offering closed on August 808. The warrants have an exercise price of $4eb5@Ipare and are exercisable for a period
beginning on February 3, 2010 until their expiratan August 3, 2014. The Company raised gross pdscef approximately $8,350,000 in the
2009 Offering and net cash proceeds, after dedythia placement agents’ fees and other offeringesgs payable by the Company, of
approximately $7.7 million. Total warrants issuacconnection with the transaction were 954,285.

As part of the placement agency agreement, the @oynissued a warrant to purchase 23,857 sharée @ampany’s common stock to
Rodman. The warrant has an exercise price of §ge88hare. The warrant is immediately vested apddscisable until its expiration on
August 3, 2014.

Certain warrants issued in connection with thelstaféering on August 4, 2009 were determined ndi¢dndexed to the Company’s
common stock as they are potentially settleablash. The fair value of the warrants at the datéssaance totaling $2,863,000 was recorded
as a liability and a cost of equity and was detaediusing the Black-Scholes option pricing modele o the fact that the Company has
limited trading history, the Company’s expectectktaolatility assumption is based on a combinatdimplied volatilities of similar entities
whose share or option prices are publicly tradde Tompany used a weighted average expected sttatidity of 122.69%. The expected life
assumption is based on the contract term of fiws/elhe dividend yield of zero is based on thétfzat the Company has no present intention
to pay cash dividends in the future. The risk fiae of 1.72% used for the warrant is equal taztv® coupon rate in effect at the time of the
grant. The increase in the fair value of warrarasnfDecember 31, 2011 to March 31, 2012 of $384(@#¥)been included in other expense in
the accompanying condensed statements of expeorsie fthree months ended March 31, 2012. Thev&ire of the warrants at March 31,
2012 of $448,000 is included as a current liabilitghe accompanying condensed balance sheets asdetermined using the Black-Scholes
option pricing model. Due to the fact that the Camphas limited trading history, the Company’s expé stock volatility assumption is based
on a combination of implied volatilities of similantities whose share or option prices are pulbjicedded. The Company used a weighted
average expected stock volatility of 68.29%. Theeeted life assumption is based on the remainimgract term of 2.3 years. The dividend
yield of zero is based on the fact that we havenmesent intention to pay cash dividends. The nisk fate of 0.39% used for the warrant
equal to the zero coupon rate in effect on the ditee re-measurement.

2010 Registered Direct Offering- On March 22, 2010, the Company entered into egoieent agency agreement relating to a proposed
offering by the Company of new securities to pdgritvestors. On March 23, 2010, the Company eaténto definitive agreements for the
sale and issuance by the Company to certain inrsesf®,700,000 units, with each unit consistingé share of the Company’s common
stock and a warrant to purchase 0.20 of a shateed€ompany’s common stock, at a purchase pri§® @0 per unit (the “2010 Offering”).

The 2010 Offering closed on March 26, 2010. The gamy issued warrants to purchase 540,000 shates @fompany’s common stock at an
exercise price of $6.00 per share and that arecisadaie beginning on September 26, 2010 until thediration on March 26, 2016. The
Company raised gross proceeds of approximately2&hélion in the 2010 Offering and net cash procgedter deducting the placement agent
fees and other offering expenses payable by thep@ow of approximately $15.2 million.

As part of the 2010 Offering, the Company entered stock redemption agreement whereby the Comywasyrequired to use 25% of 1
net proceeds from the 2010 Offering to repurches® ICytRx Corporation (“CytRx") 675,000 shares lné {Company’s common stock held by
CytRx (“CytRx shares”). The Company repurchasedhsimares on March 29, 2010. The values of the starhe date of repurchase totaling
$3,849,000 were recorded at cost and have beardiertlin treasury stock in the accompanying condeosesolidated balance sheet at March
31, 2012 and 2011.

Certain warrants issued in connection Wit 2010 Offering were determined not to be indewettie Company’s common stock as they
are potentially settleable in cash. The fair valtithe warrants at the dates of issuance totalhg6,000 was recorded as a liability and a cost
of equity and was determined using the Black-Schofgtion pricing model. Due to the fact that therPany has limited trading history, the
Company’s expected stock volatility assumptiondsddl on a combination of implied volatilities ahgar entities whose share or option prices
are publically traded. The Company used a weightedage expected stock volatility of 119.49%. Tkeeeted life assumption is based on the
contract term of 6.5 years. The dividend yield efwzis based on the fact that the Company hasesept intention to pay cash dividends. The
risk free rate of 3.22% used for the warrant isado the zero coupon rate in effect at the timghefgrant. During the three months ended
March 31, 2012, 180,000 of the five-year warrangsenexercised at $2.50 per common share. Thesamsmere marked to market through
March 31, 2012, resulting in additional expens§2if5,000. Upon exercise, a liability in the amoofi$254,000 was relieved as a credit to
additional paid-in capital. The increase in the fa@lue of warrants from December 31, 2011 to M&th2012 of $402,000 has been included
in other expense in the accompanying condenseshstatts of expenses for the three months ended Marc2012. The fair value of the
warrants at March 31, 2012 of $479,000 is include@ current liability in the accompanying condensalance sheets and was determined
using the Black-Scholes option pricing model. Du¢hee fact that the Company has limited tradingoinjs the Company’s expected stock
volatility assumption is based on a combinatiofmagflied volatilities of similar entities whose skaor option prices are publically traded. The
Company used a weighted average expected stoctlitplaf 81.86%. The expected life assumption &éd on the remaining contract term of
4.5 years. The dividend yield of zero is basedhenfact that we have no present intention to pay clividends. The risk free rate of 0.9.



used for the warrants is equal to the zero couptmin effect on the date of the re-measurement.
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March 2011 Registered Direct Offerirg On March 4, 2011, the Company closed an unddemrpublic offering of 6,000,000 units at a
price to the public of $1.35 per unit for grossqeeds of $8.1 million (the “March 2011 OfferingThe offering provided approximately
$7.3 million to the Company after deducting the emditing discounts and commissions and offeringemses. Each unit consists of (i) one
share of common stock, (ii) a thirteen-month wartarpurchase 0.50 of a share of common stock akarcise price of $1.70 per share
(subject to anti-dilution adjustment) and (iii)ime-year warrant to purchase 0.50 of a share ofncomstock at an exercise price of $1.87 per
share (subject to andilution adjustment). On April 15, 2011, the holslef outstanding warrants issued in the March 20fféring to purchas
an aggregate of 3,450,000 shares of common stoele@dgo exchange such warrants for warrants exaaeigor the same number of shares as
those being exchanged, but otherwise on the sames t&f the warrants sold in the Company’s April 20ibancing. Prior to the exchange, the
Company recorded a decrease in fair value of $10000related to the exchanged warrants. Upon thieasge, the Company recorded a los
$900,000, which represented the difference betwreadjusted fair value of the March 2011 warrastsompared to the fair value of the
April 2011 warrants received in the exchange. Assalt of a subsequent offering that was completedpril 15, 2011, the exercise price of
the remaining 2,550,000 outstanding warrants sottié March 2011 Offering was reduced to $1.00spare as a result of the anti-dilution
adjustment. As a result of the subsequent offesm@eptember 26, 2011, the exercise price of allamés sold in the March 4, 2011 Offering
were reduced to $0.65 per share as a result @rtililution adjustment. At March 31, 2012, of t4650,000 unexchanged warrants from the
March 2011 Offering, 1,373,944 warrants had beenased with a remaining outstanding balance o7@,156.

The thirteen-month and five-year warrants issuezbimection with the March 2011 Offering were deti@ed not to be indexed to the
Company’s common stock as they are potentiallyesdite in cash. The fair value of the 2,550,000ram@s at the date of issuance totaling
$1,790,000 was recorded as a liability and a cbstjoity and was determined using the Black-Schopg®n pricing model. Due to the fact
that the Company has limited trading history, tleenpany expected stock volatility assumption is dasea combination of implied volatilitir
of similar entities whose shares or options ardiplyliraded. The Company used a weighted averageaed stock volatility of 113.25%. The
expected life assumption is based on the conteaat o6f 1.08 years used for the thirteen-month wesrand 5 years used for the five-year
warrants. The dividend yield of zero is based enf#itt that we have no present intention to pait dagdends. The risk free rate of 0.26%
used for the thirteen-month warrants and 2.17% twethe five-year warrants is equal to the zeropam rate in effect at the time of the grant.
In July 2011, 75,000 of the thirteen-month warram¢se exercised at $1.00 per common share, whalhitesl in a $34,000 reduction of the
warrant liability. In July 2011, 75,000 of the fiyear warrants were exercised at $1.00 per commareswhich resulted in a $68,000
reduction of the warrant liability. During the terenonths ended March 31, 2012, 862,500 of thestfimonth warrants and 361,444 of the
five-year warrants were exercised at $0.65 per comshare. These warrants were marked to markaidhrMarch 31, 2012, resulting in
additional expense of $1,256,000. Upon exercidiabdity in the amount of $1,405,000 was relie\asla credit to additional paid-in capital.
The increase in the fair value of warrants from &eber 31, 2011 to March 31, 2012 of $1,765,00(kas included in other expense in the
accompanying condensed statements of expensdseftiiree months ended March 31, 2012. The fairevafuhe warrants at March 31, 2012
of $2,028,000 is included as a current liabilityttie accompanying condensed balance sheets andeteamined using the Black-Scholes
option pricing model. Due to the fact that the Camphas limited trading history, the Company’s expé stock volatility assumption is based
on a combination of implied volatilities of similantities whose share or option prices are pulbjicedded. The Company used a weighted
average expected stock volatility of 47.29% for tthietleen-month warrants and 81.99% for the fpear warrants. The expected life assumg
is based on the remaining contract term of 0.0tsyesed for the thirteen-month warrants and 3.@8syesed for the five-year warrants. The
dividend yield of zero is based on the fact thathaee no present intention to pay cash dividentis.risk free rate of 0.01% used for the
thirteen-month warrants and 0.78% used for the-yiwar warrants is equal to the zero coupon ragdfect at the time of the re-measurement.

April 2011 Registered Direct Offering- On April 20, 2011, the Company completed an uwdéen public offering of 11,950,000 units
at a price to the public of $1.00 per unit for gr@soceeds of approximately $12 million (the “A@011 Offering”). Each unit consisted of one
share of common stock and a warrant to purchaseslware of common stock at an exercise price ofdbed share (subject to anti-dilution
adjustment). The shares of common stock and warkaete immediately separable and no separateweitsissued. The warrants are
exercisable beginning one year and one day frondale of issuance, and expire on the sixth anréversf the date of issuance. Net proceeds,
after underwriting discounts and commissions ahembffering expenses, were approximately $10.8anil As a result of the subsequent
offering that was completed on September 26, 20tElexercise price of the 11,950,000 outstandingamés sold in the April 2011 Offering
was reduced to $0.65 per share as a result oftirelifution adjustment. On December 6, 2011, tlmenPany effected a warrant exchange with
a ratio of 1.42857 warrants in exchange for oneeshbicommon stock with several of the April 201arvant holders. In total, 5,930,000
warrants were exchanged for 4,151,000 shares ofrmonstock in this transaction. At March 31, 201,926,000 warrants sold in the April 20,
2011 Offering remained outstanding.

The warrants issued in connection withAlpeil 2011 Offering, including the warrants issuacexchange for the 3,450,000 March 2011
warrants, were determined not to be indexed t&Cirapany’s common stock as they are potentiallyesgite in cash. The fair value of the
warrants at the dates of issuance totaling $110802vas recorded as a liability and a cost of gcuid was determined using the Black-
Scholes option pricing model. Due to the fact thatCompany has limited trading history, the Conypmaxpected stock volatility assumption
is based on a combination of implied volatilitidsonilar entities whose shares or options areiplypiraded. The Company used a weighted
average expected stock volatility of 99.04%. Theeeted life assumption is based on the contract t#r6.0 years. The dividend yield of zero
is based on the fact that we have no present inotetd pay cash dividends. The risk free rate 812 used for the warrants is equal to the zero
coupon rate in effect at the time of the granDetember 2011, the Company exchanged 4,151,008ssbhcommon stock in exchange for
5,930,000 of these April warrants at a ratio of @#mmon shares for each warrant which resultedrédaction to warrant liability of
$3,120,000. The increase in the fair market vafub®warrants, including the warrants exchangedHe 3,450,000 March 2011 warrants,
from December 31, 2011 to March 31, 2012 of $14,@38 has been included in other expense in thengganying condensed statements of
expenses for the three months ended March 31, Z0E2fair value of the warrants at March 31, 2018%¥,402,000 is included as a current
liability in the accompanying condensed balancetshand was determined using the B-Scholes option pricing model. Due to the fact"



the Company has limited trading history, the
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Company’s expected stock volatility assumptiondsddl on a combination of implied volatilities ahgar entities whose share or option prices
are publically traded. The Company used a weighatedtage expected stock volatility of 79.77%. Theeeted life assumption is based on the
remaining contract term of 5.1 years. The dividgisid of zero is based on the fact that we havenesent intention to pay cash dividends.
risk free rate of 1.04% used for the warrants isa¢¢p the zero coupon rate in effect on the dathere-measurement.

September 2011 Registered Direct OfferirgOn September 26, 2011, the Company completeckatdiffering of 700,000 shares of
common stock for gross proceeds of $455,000.

10. Litigation

The Company is in litigation with several of its 2011 warrants holders (“Plaintiffs”) who haveserted that the Company’s spin-off
of RXi and related actions give the Plaintiffs tight to require us to repurchase our outstandiagawnts held by them. Originally, the
Plaintiffs made aggregate repurchase demands @dhgany to repurchase 6,850,000 warrants, whipfesented an approximate total
demand of $5.2 million.

On March 21, 2012, we received letters from eadhefplaintiff-warrant holders withdrawing theipregchase demands with respect to
their warrants covering an aggregate of 6,350,0@0es out of a total of 6,850,000 shares of comstock purchasable under their warrants
(the “Withdrawal Notices"). After giving effect to the Withdrawal Noticethe plaintiff-warrant holders continued to demalmat twe
repurchase their warrants covering the balanc®0f®0 shares of common stock in the aggregatedas the plaintiff-warrant holders’
claims in their Complaints, we believe that theurepase price for these warrants is $0.71 per lyidgrshare, or an aggregate of $355,000.
On March 27, 2012, we tendered to the plaintiffnaat holders an aggregate of $355,000 as payméal iof the repurchase price for those
warrants. We believe that the Withdrawal Noticed aar tender of payment as described above rendet thhe majority of the claims of the
plaintiff-warrant holders in their Complaints, atigh the Withdrawal Notices purport to reserveights of the plaintiff-warrant holders under
the Complaints.

On May 7, 2012, the Company entered into a confidesettiement agreement with one of the Plaistiiifi which the Plaintiff withdrew
all claims in the aforementioned matter.

11. Subsequent Events

The Company evaluated all events or transacticsisoitcurred after March 31, 2012 up through the tfagse financial statements were
issued. Other than what is disclosed below, the [i2omy did not have any material recognizable or ecogaizable subsequent events.

Since March 31, 2012, the Company has issued @,863hares of the Company’s common stock pursoahetexercise of outstanding
warrants from various warrant holders. The Compagcgived $4,136,074 in total payments at an exemmige of $0.65 per share.

On April 5, 2012, the Company issued 120,065 sharesmmon stock in connection with a cashlessaserof 182,500 thirteen-month
warrants from the March 2011 Offering which hadieegh, in the money, on April 4, 2012.

On April 11, 2012, the Company issued 8,500,000eshaf its common stock in an underwritten pubffering at $1.50 per share. The
Company also granted to the underwriters a 30-géipm to purchase up to an additional 1,275,000esht cover overallotments in
connection with the offering. On April 13, 2012ethinderwriters exercised their option to purchasadditional 1,251,000 shares of common
stock. After the underwriting discount and estimdatéfering expenses payable by the Company, thepgaosnreceived net proceeds of
approximately $13.3 million.

On April 26, 2012, the Company completed the sgfrebRXi, its wholly-owned subsidiary prior to thepin-off, pursuant to the
Securities Purchase Agreement described in Nadedion April 27, 2012, the Company closed the aafisns under the Securities Purchase
Agreement.

On May 7, 2012, as more fully described in Noteth®,Company entered into a confidential settleragntement with one of the
Plaintiffs in the actions described in Note 10.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

In this document, “we,” “our,” “ours” and “us” refer to Galena Biopharma, Inc. and its consolidatedsidiaries.

This management’s discussion and analysis of fia&gondition as of March 31, 2012 and results pémtions for the three months
ended March 31, 2012 and 2011, respectively, shoglcead in conjunction with management’s discussiod analysis of financial condition
and results of operations included in our Annuap&e on Form 10-K for the year ended December 8112which was filed with the SEC on
March 28, 2012

The discussion and analysis below includes ceftaiwvard-looking statements related to future opergtosses and our potential for
profitability, the sufficiency of our cash resousceur ability to obtain additional equity or ddfirtancing, possible partnering or other strate
opportunities for the development of our produatsyvell as other statements related to the progaesktiming of product development,
present or future licensing, collaborative or fircamg arrangements or that otherwise relate to fatperiods, which are all forwa-looking
statements as defined by the Private Securitiégdtion Reform Act of 1995. These statements repteamong other things, the expectations,
beliefs, plans and objectives of management arelfsumptions underlying or judgments concerninduhgre financial performance and otk
matters discussed in this document. The words “hiayll,” “should,” “plan,” “believe,” “estimate,”  “intend,” “anticipate,” “project,” and
“expect” and similar expressions are intended tendfy forward-looking statements. All forward-laog statements involve certain risks,
uncertainties and other factors described elsewlrer Annual Report on Form 10-K for the year eddecember 31, 2011, that could
cause our actual results of operations, performafficancial position and business prospects andoojymities for this quarter and the periods
that follow to differ materially from those expredsn, or implied by, those forward-looking staterse \We caution investors not to place
significant reliance on the forward-looking staterts=contained in this report. These statements,dlkstatements in this report, speak only as
of the date of this report (unless another datedscated) and we undertake no obligation to updateevise forward-looking statements.

Overview

Galena Biopharma, Inc. (*we,” “us,” “our,” “Galena&t the “Company”) is a biopharmaceutical compasgused on developing
innovative, next-generation cancer immunotherapigish address major unmet medical needs to advearee Galena is developing
innovative, peptide antigen-based “off the she#hcer immunotherapies for potential applicatiotréatment of large populations of Cancer
Survivors. Peptide vaccines have several potetiti@tal advantages over existing cancer treatmiaiaisiding excellent safety profiles, long-
lasting protection through immune system activatamwell as an acceptable mode of administratigrafiermal injection). A key
differentiator in Galena’s approach is the focusmimimal residual disease” that may remain in GarfBurvivors. The strategy is to prevent
recurrence in early stage patient groups who mayadn&occult” residual cancer cells that are not detectable eotimaging and biomarke
and despite adjuvant therapy and radiation thevdlyelapse in significant numbers over time.

Our lead product candidate, Neuvax (E75), targegsHER?2 tumor associated antigen peptide and iglagveloped to prevent or
delay breast cancer recurrence in a Phase 3 dltnalaunder a US FDA approved SPA (Special Protdssessment) and in combination with
Herceptin® (trastuzumab: Genentech/Roche) in a Pharical trial. Our second product candidatelaf®Binding Protein (FBP), a targeted
vaccine which consists of the E39 peptide over-esged (20-80 fold) in more than 90% of ovarian @mdometrial cancers, is currently in a
Phase 1 clinical trial.

The Company was incorporated as Argonaut Pharmiae&jtinc., in Delaware, on April 3, 2006. The Guamy changed its name to RXi
Pharmaceuticals Corporation on November 28, 2006.

We acquired Apthera Inc., or “Apthera,” and our Mew product candidate in April 2011. Prior to thiate, we were engaged primarily
in conducting discovery research and preclinicakettsoment activities based on RNAI. Our acquisitidrpthera followed from the
determination by our board of directors to broadenstrategic direction by giving us access tate-$dage clinical candidate, NeuVax. In
connection with our acquisition of Apthera, we reeld the scope of our RNAI activities.

On September 26, 2011, the Company changed its frameRXi Pharmaceuticals Corporation to GalenapBerma, Inc. in connection
with the Company’s separation into two companigssélena, which will operate as a late-stage argyldrug development company; and
(i) RXi Pharmaceuticals Corporation, or RXi, whielill continue to develop novel RNAi-based therapigilizing our historical RNAI assets.
RXi was initially incorporated as RNCS, Inc. and@sed the name RXi Pharmaceuticals Corporatiootjuaction with the change in the
Company’s hame to Galena. On April 27, 2012, tleeupéd spin-out up RXi was completed (See Note 4).

Our new RXi subsidiary was formed by uagneement with two institutional investors. On ®epher 24, 2011, we contributed to RXi
substantially all of our RNAi-related technologae®d assets and entered into a number of agreenadatiag to RXi's ongoing business and
operations. RXi will focus on developing and comai@izing therapeutic products based on RNAI tedbgies for the treatment of human
diseases, including its lead anti-scarring andfémbsis product candidate, RXI-109, with initiancing to be provided by us and the
institutional investors. In these agreements, welmmmitted, among other things, to undertakedwidute to our stockholders a portion of
the RXi common stock held by Galena in order taagglish the spin-off of RXi. On April 27, 2012, ti@ompany completed the spin-off of
RXi.

The Company has not generated any revenues sioegtion nor are any revenues expected for thedeadde future. The Company
expects to incur significant operating losses lierforeseeable future while the Company advansdatitre product candidates from discovery
through pre-clinical studies and clinical trialdaseek regulatory approval and potential commareitibn, even if the Company is
collaborating with pharmaceutical and larger bibteslogy companies. In addition to these increasisgarch and development expenses



Company expects general and administrative costetease as the Company recruits additional manageand administrative
personnel. The Company will need to generate saamif revenues to achieve profitability and mayerelo so.
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Results of Operations
For the Three Months Ended March 31, 2012 and March 31, 2011

For the three months ended March 31, 2012, oulosstwas approximately $24,761,000 compared withtdoss of $3,841,000 for the
three months ended March 31, 2011. The loss inedelag $20,920,000 or approximately 545%. Reasanthéovariations in the losses betw
the quarters are discussed below.

Research and Devel opment Expense

Research and development expense consists prinodilympensation-related costs for our employeegcdeed to research and
development activities and for our Scientific Adwig Board (“SAB”) members as well as clinical tredpenses, licensing fees and patent
prosecution costs. We expect research and develtgmRrpenses to increase as we expand our clingsadldpment activities.

Total research and development expenses were apaiaty $3,671,000 for the three months ended M&dc012, compared with
$2,156,000 for the three months ended March 311 20e increase of $1,515,000, or 70% was due fo@sase of $1,451,000 related to the
ramp up of our Phase 3 PRESENT clinical trial améharease of $238,000 related to higher expermesoin-employee stock based
compensation, offset by a decrease in employeé simged compensation of $174,000, primarily relédetiming of grants and changes in our
Black-Scholes assumptions.

General and Administrative Expense

General and administrative expense includes conapiensrelated costs for our employees dedicategeteeral and administrative
activities, legal fees, audit and tax fees, comasut and professional services, and general cdgerpenses.

General and administrative expense was $1,939@00é three months ended March 31, 2012, compaitedb3,119,000 for the three
months ended March 31, 2011. The decrease of $0A80or 38%, was due to a $901,000 decrease wtasimemployee share based
compensation expense and a $463,000 decreasesnpet related costs, professional and outsidécss,which was partially offset by a
$112,000 increase in non-cash compensation expeaseded for exchange of services and $72,000ecktata warrant issued for business
advisory services.

I nterest | ncome/Expense

Interest income (expense) was negligible for eddhethree months ended March 31, 2012 and 204 K&y objectives of our
investment policy are to preserve principal anduemsufficient liquidity, so our invested cash nmay earn as high a level of income as longer-
term or higher risk securities, which generally énéass liquidity and more volatility.

Other Income/Expense

Other expense was $19,114,000 for the three mamitisd March 31, 2012, compared with other inconmlo435,000 for the three
months ended March 31, 2011. The increase in ekmense of $20,549,000 was due to an increase ifaithvalue of warrants accounted for
as a liability as well as warrants settled durimg three months ended March 31, 2012 of $19,705%00(&n increase in non-cash expense
related to the change in fair value of a contingemthase price consideration liability of $844,000

Liquidity and Capital Resources

We had cash and cash equivalents of approxima&®/iillion as of March 31, 2012, compared with $lrillion as of December 31,
2011 and $24.9 million as of April 30, 2012. Thergrse in our cash and cash equivalents from M2kcB012 to April 30, 2012 is attributal
to the net proceeds of approximately $13.3 milfiam the offering that closed on April 15, 2012 d@hd proceeds of approximately of $4.1
million from the exercise of warrants.

We have not generated revenue to date and mayenetate product revenue in the foreseeable fufugeer. We expect to incur
significant operating losses as we advance ourymtathndidates through the drug development andatgy process. In addition to increas
research and development expenses, we expect gandradministrative costs to increase as we adgbpael and other administrative
expenses. We will need to generate significantrrege to achieve profitability and might never doladhe absence of product revenues, our
potential sources of operational funding are exgektd be the proceeds from the sale of equity,édrmdsearch and development payments and
payments received under partnership and collaberatjreements.

We believe that our existing cash and cash equitakhould be sufficient to fund our operationstigh at least the second quarter of
2013. In the future, we will be dependent on obitgjriunding from third parties, such as proceedsfthe sale of equity, funded research and
development payments and payments under partneastlipollaborative agreements, in order to mairgamoperations and meet our
obligations to licensors. There is no guaranteedbht, additional equity or other funding will Beailable to us on acceptable terms, or at ¢
we fail to obtain additional funding when needeé, wmould be forced to scale back, or terminate oparations or to seek to merge with or to
be acquired by another company.

Net Cash Flow from Operating Activities



Net cash used in operating activities was approtein&4,885,000 for the three months ended Margt2812, compared with $3,027,(
for the three months ended March 31, 2011. The=as® of approximately $1,858,000 resulted primérilyn a net loss of $24,761,000, of
which $18,270,000 reflects the fair value of watsaasued with the registered direct financings gleted by the Company in 2009, 2010 and
2011, $844,000 related to changes in fair valueootingent purchase price consideration, $427,8@Qad to stock-based compensation,
$148,000 related to stock warrant expense in exgghéar services, $185,000 related to common stesiked in exchange for services, $42,000
related to depreciation and $40,000 related to gbsin assets and liabilities.

Net Cash Flow from I nvesting Activities

Net cash used in investing activities was zerdHerthree months ended March 31, 2012, compardd$4id,000 for the three months
ended March 31, 2011. The decrease was primaréytalpurchases of equipment and furnishings in 2011

Net Cash Flow from Financing Activities
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Net cash provided by financing activities was $3,080 for the three months ended March 31, 20Iapewed with $7,291,000 for the
three months ended March 31, 2011. The decreasenmaarily due to $1,236,000 from the exercise afrants, $500,000 from issuance of
convertible notes, net proceeds from the issuahceromon stock to a strategic partner in the amofi$885,000 and $39,000 for common
stock issued in connection with the ESPP offse$h00 in repayments of capital lease obligatiortheé first quarter of 2012, compared with
net proceeds from the issuance of common stodkeimimount of $7,314,000 to institutional invesiaifset by $23,000 in repayments of caj
lease obligations in the first quarter of 2011.

Off-Balance Sheet Arrangements
We have not entered into off-balance sheet fingnather than operating leases.

Critical Accounting Policies and Estimates

In our Annual Report on Form 10-K for the year eh@®=cember 31, 2011, we disclosed our critical anting policies and estimates
upon which our financial statements are derivear&lhave been no changes to these policies sinmeniber 31, 2011. Readers are
encouraged to review these disclosures in conjometith the review of this quarterly report on Fot@Q.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK.
Not applicable

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As of the end of the period covered by this qurtesport on Form 1@, our Chief Executive Officer and Principal Fine®fficer (the
“Certifying Officers”), evaluated the effectiveness of our disclosure otsyand procedures. Disclosure controls and praesdare controls al
procedures designed to reasonably assure thatriafmn required to be disclosed in our reportsifikader the Securities Exchange Act of 1
(the “Exchange Act”), such as this Form 10-Q, orded, processed, summarized and reported whkitirne periods specified in the SEC
rules and forms. Disclosure controls and procedaresilso designed to reasonably assure that starmiation is accumulated and
communicated to our management, including the fgargj Officers, as appropriate to allow timely dgons regarding required disclosure.
Based on these evaluations, the Certifying Offiterge concluded, that, as of the end of the perasetred by this quarterly report on Form 10-
Q:

(a) our disclosure controls and procedures were effett provide reasonable assurance that informagiquired to be disclosed by us in
reports we file or submit under the Exchange Ac$ wetorded, processed, summarized and reportethwli time periods specified in
the SECs rules and forms; ar

(b) our disclosure controls and procedures were effett provide reasonable assurance that matefaahiation required to be disclosed
us in the reports we file or submit under the Exg®Act was accumulated and communicated to ouagenent, including the
Certifying Officers, as appropriate to allow timelgcisions regarding required disclost

Changes in Internal Control over Financial Reportirg

There has not been any change in our internal @oower financial reporting that occurred during tijuarterly period ended March 31,
2012 that has materially affected, or is reasonhkdyy to materially affect, our internal controler financial reporting.

PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company is in litigation with several of its {2011 warrants holders (“Plaintiffs”) who havesarted that the Company’s spin-off
of RXi and related actions give the Plaintiffs tight to require us to repurchase our outstandiagawnts held by them. Originally, the
Plaintiffs made aggregate repurchase demands @dhgany to repurchase 6,850,000 warrants, whipfesented an approximate total
demand of $5.2 million.

On March 21, 2012, we received letters from eadhefplaintiff-warrant holders withdrawing theipregchase demands with respect to
their warrants covering an aggregate of 6,350,0@0es out of a total of 6,850,000 shares of comstock purchasable under their warrants
(the “Withdrawal Notices"). After giving effect to the Withdrawal Noticethe plaintiff-warrant holders continued to demalmat twe
repurchase their warrants covering the balanc®0f®0 shares of common stock in the aggregatedas the plaintiff-warrant holders’
claims in their Complaints, we believe that theurepase price for these warrants is $0.71 per lyidgrshare, or an aggregate of $355,000.
On March 27, 2012, we tendered to the plaintifftaat holders an aggregate of $355,000 as payméal iof the repurchase price for those
warrants. We believe that the Withdrawal Noticed aar tender of payment as described above rendet the majority of the claims of the
plaintiff-warrant holders in their Complaints, atlgh the Withdrawal Notices purport to reserveights of the plaintiff-warrant holders under
the Complaints



On May 7, 2012, the Company entered into a confidesettiement agreement with one of the Plaistiiifi which the Plaintiff withdrew
all claims in the aforementioned matter.

ITEM 1.A RISK FACTORS

You should consider the “Risk Factors” included enttem 1A. of our Annual Report on Form 10-K toe fyear ended December 31, 2011,
filed on March 28, 2012 with the SE

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

In February 2012, the Company issued 400,000 wiartarpurchase its common stock in exchange fanbas advisory services. The
warrants were issued by us in a private transaeti@mpt from registration under the Securities @ct933 pursuant to Section 4(2) of the
Securities Act of 1933 and Regulation D under tloé A

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
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ITEM 5. OTHER INFORMATION
None

ITEM 6. EXHIBITS

EXHIBIT INDEX
Exhibit
Number Description
11 Underwriting Agreement dated as of April 5, 2012dmng between Galena Biopharma, Inc. and Roth Gaataners, LLC, a
representative of the several underwriters namexkih. (1)
4.1 Warrant No. 201-1 in favor of Legend Securities, Inc. issued infeaby 2012. (2)
10.1 Amendment No. 1 to License Agreement, dated aamdary 13, 2012, by and among Apthera, Inc., Kwangd®harmaceutici
Co., Ltd., and Galena Biopharma, Inc.
10.2 First Amendment to Contingent Value Rights Agreetranong Galena Biopharma, Inc. (formerly RXi Phacendicals
Corporation), Computershare Trust Company, N.Am@atershare Inc., and Robert E Kennedy, dated Bepib, 2012. (2
10.3 Controlled Equity Offering" Sales Agreement, datedfFebruary 17, 2012, between Galena Biophamtaaind Cantor
Fitzgerald & Co. (3
104 Omnibus Amendment to Securities Purchase Agreerdated as of February 6, 2012, among RXi PharmiedsiCorporation

(formerly RNCS, Inc.), Galena Biopharma, Inc. (femy RXi Pharmaceuticals Corporation), Tang Cagfattners, LP and RTW
Investments, LLC. (4

10.5 Second Omnibus Amendment to Securities Purchaseefvggnt, dated as of March 5, 2012, among RXi Phaeuigals
Corporation (formerly RNCS, Inc.), Galena Biophayime. (formerly RXi Pharmaceuticals Corporatiohang Capital Partners,
LP and RTW Investments, LLC. (

10.6 Third Omnibus Amendment to Securities Purchase é&gent, dated as of March 30, 2012, among RXi Phaentecals
Corporation (formerly RNCS, Inc.), Galena Biophayimz. (formerly RXi Pharmaceuticals Corporatiohgang Capital Partners,
LP and RTW Investments, LLC. "

10.7 Fourth Omnibus Amendment to Securities Purchasedment, dated as of April 3, 2012, among RXi Phasutcals Corporatic
(formerly RNCS, Inc.), Galena Biopharma, Inc. (femhy RXi Pharmaceuticals Corporation), Tang Cag#aittners, LP and RTW
Investments, LLC. *

10.8 Fifth Omnibus Amendment to Securities Purchase &gent, dated as of April 11, 2012, among RXi Phaeutcals Corporatio
(formerly RNCS, Inc.), Galena Biopharma, Inc. (femy RXi Pharmaceuticals Corporation), Tang Cagfattners, LP and RTW
Investments, LLC. *

10.9 Sixth Omnibus Amendment to Securities Purchase éxgent, dated as of April 18, 2012, among RXi Phaeutcals Corporatic
(formerly RNCS, Inc.), Galena Biopharma, Inc. (femy RXi Pharmaceuticals Corporation), Tang Cagfattners, LP and RTW
Investments, LLC. *

10.10 Seventh Amendment Agreement to Securities Purchgssement, dated as of April 25, 2012, among RXarmtaceutical
Corporation (formerly RNCS, Inc.), Galena Biophayime. (formerly RXi Pharmaceuticals Corporatiohang Capital Partners,
LP and RTW Investments, LLC. "’

31.1 Sarbane-Oxley Act Section 302 Certification of Chief Exeimat Officer.**

31.2 Sarbane-Oxley Act Section 302 Certification of Principahincial Officer.**

32.1 Sarbane-Oxley Act Section 906 Certification of Chief Exeimat Officer and Principal Financial Officer.’

101 The following financial information from the QuarteReport on Form 1-Q of Galena Biopharma, Inc. for the quarter er

March 31, 2012, formatted in XBRL (eXtensible Biesa Reporting Language): (1) Condensed Consolidédthce Sheets as of
March 31, 2012 and December 31, 2011; (2) Conde@sedolidated Statements of Expenses for the tharehs ended March
31, 2012 and 2011 and for the period from Janua®0@3 (inception) to March 31, 2012; (3) CondenGedsolidated Statements
of Cash Flows for the three months ended Marct2812 and 2011 and for the cumulative period fromuday 1, 2003

(inception) to March 31, 2012; and (4) Notes to @emsed Consolidated Financial Statements

(1) Previously filed as an Exhibit to the Companyam 8-K filed on April 5, 2012 (File No. 001-33®band incorporated by reference

herein.

(2) Previously filed as an Exhibit to the Comp’s Form 1-K filed on March 28, 2012 (File No. 0-33958) and incorporated by referet
herein.

(3) Previously filed as an Exhibit to the Comp’s Form K filed on February 17, 2012 (File No. (-33958) and incorporated by referei
herein.

(4) Previously filed as an Exhibit to Amendment Mdo RXi Pharmaceuticals Corporation’s Registratgtatement on Form S-1 filed on



(5)

*%

February 7, 2012 (File No. 3-177498) and incorporated by reference hel

In accordance with Rule 406T of Regulation SKE, XBRL-related information in Exhibit 101 to $hQuarterly Report on Form 10-Q is
deemed not filed or part of a registration statenoemprospectus for purposes of Sections 11 anaf #f2e Securities Act, is deemed not
filed for purposes of Section 18 of the Exchangé And otherwise is not subject to liability untleese sections, is not part of any
registration statement or prospectus to whichlétes and is not incorporated by reference intoragjstration statement, prospectus or
other documen

Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdé¢iport to be signed on its behalf
by the undersigned thereunto duly authorized.

GALENA BIOPHARMA, INC.
(Registran
By: /s/Mark Ahn

Mark J. Ahn
President and Chief Executive Offic

Date: May 14, 201

By: /s/IKwang S. Lei
Kwang S. Lee
Vice President, Finance (Principal
Financial and Accounting Office

Date: May 14, 201,
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Exhibit 10.6
THIRD OMNIBUS AMENDMENT
This THIRD OMNIBUS AMENDMENT (this “_ Third Amendmdri) is made and entered into as of March 30, 20¥2ari@l among Tang

Capital Partners, LP, RTW Investments, LLC, GalBiapharma, Inc. (formerly RXi Pharmaceuticals Cogimn) and RXi Pharmaceuticals
Corporation (formerly RNCS, Inc.).

WHEREAS, the parties entered into a Securities lftage Agreement dated as of September 24, 2011 rities Purchase
Agreement) and the Ancillary Agreements related thereta]ualing the Bridge Notes;

WHEREAS, the parties entered into an Omnibus Amesrdrdated as of February 6, 2012 (the “ First Anmeewt”) and a Second
Omnibus Amendment dated as of March 5, 2012 (tBecond Amendmeritand, together with the First Amendment, the “Viwas
Amendments), amending certain provisions of the Securitiesdhase Agreement and the Bridge Notes;

WHEREAS, the Securities Purchase Agreement, as deaddoy the Previous Amendments, in Section 8.Ghéreof provides that the
Agreement may be terminated by either the Compatlyeolnvestors if the Closing has not occurresdohefore 5:00 p.m., Eastern Standard
Time, on March 31, 2012, which date may be exteridd time to time by mutual written consent of tBempany and the Investors;

WHEREAS, the Bridge Notes dated September 24, P@1d by the Investors, as amended by the First Aimemt, in Section 1.1 there
each provide for a Maturity Date (as defined inBnielge Notes) of the earlier of (i) March 31, 20d4r2(ii) an Event of Default (as defined in
the Bridge Notes);

WHEREAS, the parties desire to amend such prowssidithe Securities Purchase Agreement and thg&iitbtes to extend the
March 31, 2012 date;

NOW, THEREFORE, in consideration of the premised mitual covenants herein, and for other good ahgable consideration, the
receipt and sufficiency of which are hereby ackrezlgled, the parties agree as follows:

1. Securities Purchase Agreement Amendm&etction 8.01(c) of the Securities Purchase Agesgnas amended by the Previous
Amendments, is hereby further amended to replacar¢h31, 2012” with “April 4, 2012”.

2. Bridge Notes AmendmeniThe Bridge Notes, as amended by the Previous Aments, are hereby further amended to replace
references to “March 31, 2012” with “April 4, 2012"

3. Miscellaneous Capitalized terms used herein and not definetl Bhge the meanings set forth in the SecuritiexPase Agreement or
in the Bridge Notes, in each case, as amendegypdisable. The terms and conditions set forth iticle X of the Securitie



Purchase Agreement are incorporated herein byerefer Nothing herein shall constitute a waiverrof provision of the Securities
Purchase Agreement or any of the Ancillary Docum@utrsuant to Section 10.03 of the Securities Risetgreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have exetthis Third Amendment as of the date first abovitten.
GALENA BIOPHARMA, INC.

By: /s/ Mark J. Ahn

Name: Mark J. Ahn
Title: President and Chief Executive
Officer
RXi PHARMACEUTICALS CORPORATION

By: /s/ Mark J. Ahn

Name: Mark J. Ahn
Title: Presiden

TANG CAPITAL PARTNERS, LF

By: /s/ Kevin C. Tang

Name:Kevin C. Tang
Title: Managing Directo

RTW INVESTMENTS, LLC

By: /s/ Roderick Wong

Name: Roderick Wonc
Title: Managing Membe

[Signature Page to Third Omnibus Agreement]
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Exhibit 10.7
FOURTH OMNIBUS AMENDMENT

This FOURTH OMNIBUS AMENDMENT (this “ Fourth Amendemt”) is made and entered into as of April 3, 2012, by among Tan
Capital Partners, LP, RTW Investments, LLC, GalBi@harma, Inc. (formerly RXi Pharmaceuticals Cogiimn) and RXi Pharmaceuticals
Corporation (formerly RNCS, Inc.).

WHEREAS, the parties entered into a Securities fage Agreement dated as of September 24, 2011 $beurities Purchase
Agreement’) and the Ancillary Agreements related thereteuing the Bridge Notes;

WHEREAS, the parties entered into an Omnibus Amesrdrdated as of February 6, 2012 (the “ First Anmeewt”), a Second Omnibus
Amendment dated as of March 5, 2012 (the “ Secomé#dment) and a Third Omnibus Amendment dated as of M&@h2012 (the “ Third
Amendment and, together with the First Amendment and theddd Amendment, the “ Previous Amendmeéhtamending certain provisiol
of the Securities Purchase Agreement and the Biitiges;

WHEREAS, the Securities Purchase Agreement, as éaddoy the Previous Amendments, in Section 8.ah@reof provides that the
Agreement may be terminated by either the Compatlyeolnvestors if the Closing has not occurresdohefore 5:00 p.m., Eastern Standard
Time, on March 31, 2012, which date may be exteridid time to time by mutual written consent of tBempany and the Investors;

WHEREAS, the Bridge Notes dated September 24, P@1d by the Investors, as amended by the First Aimemt, in Section 1.1 there
each provide for a Maturity Date (as defined inBnielge Notes) of the earlier of (i) April 4, 2002 (ii) an Event of Default (as defined in the
Bridge Notes);

WHEREAS, the parties desire to amend such prowsidrihe Securities Purchase Agreement and theg8iitbtes to extend the April 4,
2012 date;

NOW, THEREFORE, in consideration of the premised mitual covenants herein, and for other good ahgable consideration, the
receipt and sufficiency of which are hereby ackrealgled, the parties agree as follows:

1. Securities Purchase Agreement Amendm&etction 8.01(c) of the Securities Purchase Agesgnas amended by the Previous
Amendments, is hereby further amended to replageil'A, 2012” with “April 11, 2012".

2. Bridge Notes AmendmeniThe Bridge Notes, as amended by the Previous Aments, are hereby further amended to replace
references to “April 4, 2012” with “April 11, 2012

3. Miscellaneous Capitalized terms used herein and not definetl Bhge the meanings set forth in the SecuritiexPase Agreement or
in the Bridge Notes, in each case, as amendegypdisable. The terms and conditions set forth iticde X of the Securities Purchase
Agreement are incorporated herein by referencehiNgtherein shall constitute a waiver of any primrisof the Securities Purchase Agreement
or any of the Ancillary Documents pursuant to Secti0.03 of the Securities Purchase Agreement.

[Signature Page Follows



IN WITNESS WHEREOF, the parties hereto have exetthis Fourth Amendment as of the date first abaritten.
GALENA BIOPHARMA, INC.

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: President and Chief Executive
Officel

RXi PHARMACEUTICALS CORPORATION

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: Presiden

TANG CAPITAL PARTNERS, LF

By: /s/ Kevin C. Tan¢

Name: Kevin C. Tan
Title: Managing Directo

RTW INVESTMENTS, LLC

By: /s/ Roderick Won¢

Name: Roderick Won
Title: Managing Membe

[Signature Page to Fourth Omnibus Agreement]
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Exhibit 10.8
FIFTH OMNIBUS AMENDMENT

This FIFTH OMNIBUS AMENDMENT (this “ Fifth Amendmdr) is made and entered into as of April 11, 202ahd among Tang
Capital Partners, LP, RTW Investments, LLC, GalBi@pharma, Inc. (formerly RXi Pharmaceuticals Cogiimn) and RXi Pharmaceuticals
Corporation (formerly RNCS, Inc.).

WHEREAS, the parties entered into a Securities fage Agreement dated as of September 24, 2011 $beurities Purchase
Agreement’) and the Ancillary Agreements related thereteuing the Bridge Notes;

WHEREAS, the parties entered into an Omnibus Amesrdrdated as of February 6, 2012 (the “ First Anmeewt”), a Second Omnibus
Amendment dated as of March 5, 2012 (the “ Secamé@dment), a Third Omnibus Amendment dated as of MarchZ,2 (the “ Third
Amendment) and a Fourth Omnibus Amendment dated as of Ar012 (the “ Fourth Amendmehand, together with the First
Amendment, the Second Amendment and Third Amendntteat' Previous Amendmenty amending certain provisions of the Securities
Purchase Agreement and the Bridge Notes;

WHEREAS, the Securities Purchase Agreement, as deaddoy the Previous Amendments, in Section 8.Ghéreof provides that the
Agreement may be terminated by either the Compalyeoinvestors if the Closing has not occurredphefore 5:00 p.m., Eastern Standard
Time, on April 11, 2012, which date may be extenfieth time to time by mutual written consent of Bempany and the Investors;

WHEREAS, the Bridge Notes dated September 24, 2@ld by the Investors, as amended by the First Aimemt, in Section 1.1 there
each provide for a Maturity Date (as defined inBnielge Notes) of the earlier of (i) April 11, 2002 (ii) an Event of Default (as defined in the
Bridge Notes);

WHEREAS, the parties desire to amend such prowssidrithe Securities Purchase Agreement and theg&iitbtes to extend the April :
2012 date;

NOW, THEREFORE, in consideration of the premised mitual covenants herein, and for other good ahgable consideration, the
receipt and sufficiency of which are hereby ackrezlged, the parties agree as follows:

1. Securities Purchase Agreement Amendm&aetction 8.01(c) of the Securities Purchase Agesgnas amended by the Previous
Amendments, is hereby further amended to replaqeil'Al, 2012” with “April 18, 2012".

2. Bridge Notes AmendmeniThe Bridge Notes, as amended by the Previous Aments, are hereby further amended to replace
references to “April 11, 2012" with “April 18, 2012

3. Miscellaneous Capitalized terms used herein and not definell Bhge the meanings set forth in the SecuritiexPase Agreement or
in the Bridge Notes, in each case, as amendegypdisable. The terms and conditions set forth iticde X of the Securities Purchase
Agreement are incorporated herein by referencehiNgtherein shall constitute a waiver of any primnisof the Securities Purchase Agreement
or any of the Ancillary Documents pursuant to Secti0.03 of the Securities Purchase Agreement.

[Signature Page Follows]



IN WITNESS WHEREOF, the parties hereto have exetthies Fifth Amendment as of the date first aboviten.
GALENA BIOPHARMA, INC.

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: President and Chief Executive Offic

RXi PHARMACEUTICALS CORPORATION

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: Presiden

TANG CAPITAL PARTNERS, LF

By: /s/ Kevin C. Tanc

Name: Kevin C. Tan
Title: Managing Directo

RTW INVESTMENTS, LLC

By: /s/ Roderick Won¢

Name: Roderick Won
Title: Managing Membe

[Signature Page to Fifth Omnibus Amendment]
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Exhibit 10.9

SIXTH OMNIBUS AMENDMENT

This SIXTH OMNIBUS AMENDMENT (this “_Sixth Amendmeéti) is made and entered into as of April 18, 202ahd among Tang
Capital Partners, LP, RTW Investments, LLC, GalBi@pharma, Inc. (formerly RXi Pharmaceuticals Cogiimn) and RXi Pharmaceuticals
Corporation (formerly RNCS, Inc.).

WHEREAS, the parties entered into a Securities lifage Agreement dated as of September 24, 2011 $beurities Purchase
Agreement) and the Ancillary Agreements related thereta)ualing the Bridge Notes;

WHEREAS, the parties entered into an Omnibus Amesrdrdated as of February 6, 2012 (the “ First Anmeewt”), a Second Omnibus
Amendment dated as of March 5, 2012 (the “ Secomgé#dment), a Third Omnibus Amendment dated as of March28,2 (the “ Third
Amendment’), a Fourth Omnibus Amendment dated as of AprR@12 (the “ Fourth Amendmefjt a Fifth Omnibus Amendment dated as of
April 11, 2012 (the “ Fifth Amendmeritand, together with the First Amendment, the SelcAmendment, the Third Amendment, the Fourth
Amendment and the Fifth Amendment, the “ PrevionseAdments), amending certain provisions of the Securitiesdhase Agreement and
the Bridge Notes;

WHEREAS, the Securities Purchase Agreement, as deaddoy the Previous Amendments, in Section 8.Gh@reof provides that the
Agreement may be terminated by either the Companlyeoinvestors if the Closing has not occurredphefore 5:00 p.m., Eastern Standard
Time, on April 18, 2012, which date may be extenfteth time to time by mutual written consent of hempany and the Investors;

WHEREAS, the Bridge Notes dated September 24, 2@ld by the Investors, as amended by the First Aimemt, in Section 1.1 there
each provide for a Maturity Date (as defined inBnielge Notes) of the earlier of (i) April 18, 2082 (ii) an Event of Default (as defined in the
Bridge Notes);

WHEREAS, the parties desire to amend such prowssiadrthe Securities Purchase Agreement and thg@iitbtes to extend the April :
2012 date;

NOW, THEREFORE, in consideration of the premises mutual covenants herein, and for other good ahgbable consideration, the
receipt and sufficiency of which are hereby ackrezlged, the parties agree as follows:

1. Securities Purchase Agreement Amendm&aeiction 8.01(c) of the Securities Purchase Agesgnas amended by the Previous
Amendments, is hereby further amended to replaqeil’A8, 2012” with “April 30, 2012".

2. Bridge Notes AmendmeniThe Bridge Notes, as amended by the Previous Aiments, are hereby further amended to replace
references to “April 18, 2012" with “April 30, 2012

3. Miscellaneous Capitalized terms used herein and not definetl shge the meanings set forth in the SecuritiecPase Agreement or
in the Bridge Notes, in each case, as amendegypdisable. The terms and conditions set forth iticde X of the Securities Purchase
Agreement are incorporated herein by referencehiNgtherein shall constitute a waiver of any primnisof the Securities Purchase Agreement
or any of the Ancillary Documents pursuant to Setii0.03 of the Securities Purchase Agreement.

[Signature Page Follows



IN WITNESS WHEREOF, the parties hereto have exetthis Sixth Amendment as of the date first aboviten.
GALENA BIOPHARMA, INC.

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: President and Chief Executive Offic

RXi PHARMACEUTICALS CORPORATION

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: Presiden

TANG CAPITAL PARTNERS, LF

By: /s/ Kevin C. Tan¢

Name: Kevin C. Tan
Title: Managing Directo

RTW INVESTMENTS, LLC

By: /s/ Roderick Won¢

Name: Roderick Won
Title: Managing Membe

[Signature Page to Sixth Omnibus Amendment]
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Exhibit 10.1C
SEVENTH AMENDMENT AGREEMENT

This SEVENTH AMENDMENT AGREEMENT (this “ Seventh Aendment’) is made and entered into as of April 25, 202ahd
among Tang Capital Partners, LP, RTW Investmenit§, IGalena Biopharma, Inc. (formerly RXi Pharmad@mals Corporation, “ Galeng
and RXi Pharmaceuticals Corporation (formerly RN@S,, “ RXi").

WHEREAS, the parties entered into a Securities lfage Agreement dated as of September 24, 2011 $beurities Purchase
Agreement’) and the Ancillary Agreements related thereteuing the Bridge Notes;

WHEREAS, the parties entered into several OmniboreAdments dated as of February 6, 2012, March®, 2@arch 30, 2012, April 3,
2012, April 11, 2012 and April 18, 2012 (the “ Piasyss Amendment¥), amending certain provisions of the Securitiesdhase Agreement and
the Bridge Notes;

WHEREAS, in light of certain developments with respto litigation to which Galena is a party, RXidathe Investors wish to be
indemnified and held harmless against any losssm@rout of such litigation, and Galena wishesadndemnify RXi and the Investors;

WHEREAS, Galena wishes to be assured, prior tactffg the Spin-Off, that certain facts of which theestors are presently aware
would not constitute a failure of a condition te thbligations of the Investors at the Closing;

WHEREAS, the parties desire to amend or waive ted#er provisions of the Securities Purchase Agrent;

NOW, THEREFORE, in consideration of the premises mutual covenants herein, and for other good ahgbble consideration, the
receipt and sufficiency of which are hereby ackrezlgled, the parties agree as follows:

1. Certain Definitions References herein to the “Securities Purchaseekgent” mean the Securities Purchase Agreememesded by
the Previous Amendments and by this Amendmenteasdntext requires. Capitalized terms used butlefited herein have the meanings
ascribed in the Securities Purchase Agreement.

2. Indemnification of RXi and the Investar&alena hereby agrees that, subject to the Clp&agnas indemnification obligations und
Section 9.01 of the Securities Purchase Agreenteilt apply to all losses, liabilities, deficienciessts, damages and expenses (including,
without limitation, reasonable attorneys’ fees,rges and disbursements) incurred after the Cloming result of as a result of claims brought
by any of Galena’s warrant holders solely arisingaf or relating to the transactions contempldigdhe Securities Purchase Agreement.
Galena further agrees to indemnify RXi to the saxtent it agrees to indemnify the Investors purstmthe foregoing sentence. Galena’s
obligations under this Section 2 are subject tofadhe provisions of Article IX of the Securiti®airchase Agreement.

3. Certain Assurance€ach of the Investors hereby agrees and repeetiatt based on the information available tdi, éxecution and
delivery of the Separation al



Settlement Agreement, dated as of the Closing Rateng RXi, Galena, the Investors, Anastasia Khvar®h.D. and Advirna, LLC resolves
and satisfies any and all conditions to the Closiogtained in Article V of the Agreement as thelate to the employment of Dr. Khvorova by
RXi or Galena or RXi’'s or Galena’s prior dealingghwAdvirna, LLC. Each of the Investors and theeastparties further agrees and represents
that the provisions of Section 4.12(a) and Secdtid3(b) solely with respect to the time limits ained therein are hereby waived by all the
parties.

4. Miscellaneous Capitalized terms used herein and not definetl khge the meanings set forth in the SecuritiescPase Agreement as
amended. The terms and conditions set forth irclkerX of the Securities Purchase Agreement arerpurated herein by reference. Except as
specifically set forth in Section 3 hereof, nothhgrein shall constitute a waiver of any provisidrthe Securities Purchase Agreement or any
of the Ancillary Documents pursuant to Section B®0the Securities Purchase Agreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have exetthis Seventh Amendment as of the date first alvoitéen.
GALENA BIOPHARMA, INC.

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: President and Chief Executive
Officel

RXi PHARMACEUTICALS CORPORATION

By: /s/ Mark J. Ahr

Name: Mark J. Ahi
Title: Presiden

TANG CAPITAL PARTNERS, LF

By: /s/ Kevin C. Tan¢

Name: Kevin C. Tan
Title: Managing Directo

RTW INVESTMENTS, LLC

By: /s/ Roderick Won¢

Name: Roderick Won
Title: Managing Membe

[Signature Page to Seventh Omnibus Agreement]
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Mark J. Ahn, certify that:
1. | have reviewed this Quarterly Report on Forn10f Galena Biopharma, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as define«
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our supervision, to
ensure that material information relating to thgisgrant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhig report is being prepared,;

b) Designed such internal control over financiglaing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisineport our conclusions about the
effectiveness of the disclosure controls and proees) as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegm’s internal control over financial reportifgat occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal qeaiin the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant’s internal comiwger financial reporting; and

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimternal control over financial reporting,
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessparforming the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvek financial reporting which are
reasonably likely to adversely affect the regidfgaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Dated: May 14, 2012

/s/ Mark Ahn
Mark J. Ahn
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Kwang S. Lee, certify that:
1. | have reviewed this Quarterly Report on Forr10f Galena Biopharma, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our supervision, to
ensure that material information relating to thgisgrant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhig report is being prepared,;

b) Designed such internal control over financiglaing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisineport our conclusions about the
effectiveness of the disclosure controls and proees) as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegm’s internal control over financial reportifgat occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal qeaiin the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant’s internal comiwger financial reporting; and

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimternal control over financial reporting,
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessparforming the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvek financial reporting which are
reasonably likely to adversely affect the regidfgaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Dated: May 14, 2012

/s/Kwang S. Lee

Kwang S. Lee

Vice President, Finance (Principal Financial and
Accounting Officer)




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 of Galenag®arma, Inc., (the “Company”) on Form 10-Q foe fheriod ended March 31, 2012
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), the undersigoiicers of the Company certify,
pursuant to 18 U.S.C. § 1350, as adopted pursadn®06 of the Sarbanes-Oxley Act of 2002, thah&r knowledge:

1. The Report fully complies with the requiremeot$Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhggents, in all material respects, the Compangarnitial condition and result of operations.

/s/ Mark Ahn /sIKwang S. Lee

Mark J. Ahn Kwang S. Le¢

President and Chief Executive Offic Vice President, Finance (Principal Financial andd\ting
Officer

May 14, 201z May 14, 201z



