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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q
(Mark One)

| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2009

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from (0]

Commission File number 001-33958

RXi Pharmaceuticals Corporation

(Exact name of registrant as specified in its @rart

Delaware 20-8099512
(State of incorporatior (I.R.S. Employer Identification No

60 Prescott Street, Worcester, MA 01605
(Address of principal executive office) (Zip code)
Registrant’s telephone numb¢s08) 767-3861

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by SewetiB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 days.

Yes M No O

Indicate by check mark whether the registrant lésnstted electronically and posted on it corpoléteb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter time that the registrant was meguio submit and post such files).

Yes O No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@gpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file&l Accelerated filerO Non-accelerated fileid Smaller reporting compani/
(Do not check if a smaller reporting company)

Indicate by checkmark whether the Registrant isedl sompany (as defined in Rule 12b-2 of the ExgjeaAct).

Yes O No M
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ITEM 1. FINANCIAL STATEMENTS

RXi PHARMACEUTICALS CORPORATION
(A Development Stage Company)

CONDENSED BALANCE SHEETS
(Amounts in thousands, except share and per shareth)

ASSETS
Current asset:
Cash and cash equivalel
Prepaid expenses and other current a:
Total current asse
Equipment and furnishings, n
Deposits
Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued expenses and other current liabili
Current maturities of capital lease obligatic
Total current liabilities
Capital lease obligations, net of current matusi
Total liabilities

Commitments and contingenci

Stockholder’ equity:

Preferred stock, $0.0001 par value; 5,000,000 steuthorized; no shares issued and outstar
Common stock, $0.0001 par value; 50,000,000 starg®rized; 13,821,910 and 13,763,231 shares
issued and outstanding at June 30, 2009 and Decehh2008, respective

Additional paic-in capital

Deficit accumulated during the developmental st
Total stockholder equity
Total liabilities and stockholde’ equity

The accompanying notes are an integral part oktfinancial statements.

PART |

(Unaudited)

3

June 30, December 31
2009 2008
$ 4,362 $  9,85¢
333 73
4,69¢ 9,92¢
391 414
16 16
$ 5,107 $ 10,35¢
$ 58C $ 394
1,27¢ 97€
14 17
1,86¢ 1,381
11 4
1,87¢ 1,391
1 1
37,83 34,33(
(34,615 (25,367
3,22: 8,96¢
$ 5,102 $ 10,35¢




Table of Contents

RXi PHARMACEUTICALS CORPORATION
(A Development Stage Company)

CONDENSED STATEMENTS OF EXPENSES
(Amounts in thousands, except share and per shareth)

(Unaudited)
Period from
January 1, 200!
For the Three For the Three For the Six For the Six (Date of
Months Ended Months Ended Months Ended Months Ended Inception) to
June 30, June 30, June 30, June 30, June 30,
2009 2008 2009 2008 2009
Expenses
Research and development expe $ 1817 $ 1,307 $ 3,011 $ 2,18¢ % 16,92(
Research and development employee «-basec
compensation expen 212 73 412 118 86¢&
Research and development -employee stoc-
based compensation expel 997 1,38¢ 1,01¢ 1,552 5,04z
Fair value of common stock in exchange for
licensing rights — — — — 3,954
Total research and development expel 3,02¢ 2,76¢ 4,44; 3,85¢ 26,78¢
General and administrati\ 1,42¢ 1,15¢ 2,72¢ 2,36¢ 12,86:
General and administrative employee stock-based
compensatiol 532 42¢€ 96¢ 84¢ 3,77¢
Common stock warrants issued for general and
administrative expenst 92 — 82¢€ — 1,57¢
Fair value of common stock issued in exchange
general and administrative expen — — 281 — 281
Total general and administrative expen 2,04¢ 1,58( 4,80¢ 3,21% 18,49¢
Operating los: (5,075 (4,34¢) (9,24¢) (7,067 (45,279
Interest income (expens 2 28 2 10z 62€
Other income (expens (4) — (4) — (4
Net loss $ (5,08) $ (4,31) $ (9,252) $ (6,969 $  (44,65¢)
Net loss per common sha
Basic and diluted loss per shi $ 037) $ (0.3 $ 0.6 $ (0.55) N/A
Weighted average common shares outstani
Basic and dilutes 13,821,81 12,743,40 13,812,36 12,713,91 N/A

The accompanying notes are an integral part oktfinrancial statements.

4




Table of Contents

RXi PHARMACEUTICALS CORPORATION
(A Development Stage Company)

STATEMENTS OF CASH FLOWS
(Amounts in thousands, except share and per sh
(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 expent

Accretion and receipt of bond discot

Non-cash shar-based compensatic

Fair value of common stock warrants issued in exghdor service
Fair value of common stock issued in exchangedorises

Fair value of common stock issued in exchangeid¢enking rights
Changes in assets and liabiliti

Prepaid expenst
Accounts payabl

Due to former parer

Accrued expenses and other current liabili
Net cash used in operating activitie
Cash flows from investing activitie
Purchase of she-term investment
Maturities of shor-term investment
Cash paid for purchase of equipment and furnisf
Disposal of equipment and furnishir

Cash paid for lease depa

Net cash provided by (used in) investing activitie
Cash flows from financing activitie

Net proceeds from issuance of common s

Net proceeds from exercise of common stock opt

Repayments of capital lease obligatis

Cash advances from former parent company

Net cash provided by (used in) financing activitie
Net increase (decrease) 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 stoc
Allocation of management expen:

Equipment and furnishings exchanged for commorks

Acquisition of equipment and furnishings througleraed liabilities
Equipment and furnishings acquired through cajst@de

Non-cash lease depo:

The accompanying notes are an integral part oktfinancial statements.
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Period from
January 1, 200!
(Date of
For the Six For the Six Inception)
Months Ended Months Ended through
June 30, June 30, June 30,
2009 2008 2009
$ (925 $ (6,969 $ (44,650
80 62 247
4 8 12
— 29 29
— 171 35
2,40( 2,514 9,687
82¢€ — 1,57¢
281 — 281
— — 3,954
(260) (336) (339)
18¢€ 41¢€ 58(C
— (207) (207)
29¢€ (29) 1,27¢
(5,437 (4,335 (27,527
— (6,059 (31,547
— 9,78( 31,50
(46) (76) (544)
1) — )
— 21 (45)
(47) 3,671 (625)
— 7,93¢ 23,41¢
— — 35€
(10 (13 (32
— — 8,76¢
(10) 7,921 32,50¢
(5,494 7,257 4,36z
9,85¢ 1,762 —
$ 4,362 $ 9,02( $ 4,362
$ — $ 243 $ 723
$ 2 3 —  $ 7
$ — 3 —  $ 97¢
$ = $ = $ 551
$ — 3 —  $ 48
$ — 3 —  $ —
$ 14 $ 43 $ 43
$ — 3 —  $ 50
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1. Description of Business and Basis of Presentatio

RXi Pharmaceuticals Corporation (“RXi” or tfeompany”)began operations in January 2007 as a biopharmeaktdmpany pursuing tl
development of proprietary therapeutics based oAIRN the treatment of human diseases. By utitigihe Company’s expertise in RNAi and
the RNAI technology platform the Company has e#thbd, the Company believes it will be able toaééfntly identify lead compounds and
advance towards clinical development of commergcialarketable compounds, primarily in partnershifith wharmaceutical and larger biotech
companies.

To date, RXi's principal activities have casted of conducting research and plieical development activities utilizing its RNAierapeuti
platform, acquiring key RNAI technologies and pateéghts through exclusive, co-exclusive and nonkesive licenses, recruiting a RNAI-
focused management and scientific/clinical advideam, capital raising activities and conductingibess development activities aimed at
establishing development partnerships with pharenézzd and larger biotech companies. As the Compeasynot generated any revenues from
inception through June 30, 2009, the Company isidened a development-stage company for accouptingoses.

The Company expects to incur significant opegaosses for the foreseeable future while itatbes its future product candidates from
discovery through pre-clinical studies and clinic&lls and seeks regulatory approval and poteotimimercialization, even if the Company is
collaborating with pharmaceutical and larger bibteompanies. The Company also expects generaldmihistrative costs to increase as it
recruits additional management and administratersgnnel. The Company will need to generate sicanifi revenues to achieve profitability
and may never do so.

In the future, the Company will be dependanbbtaining funding from third parties to maint#imoperations. There is no guarantee that
additional debt, equity or other funding will beadlable to the Company on acceptable terms, olt.df the Company fails to obtain additional
funding when needed, it would be forced to scalkpar terminate, its operations or to seek to mavgh or to be acquired by another
company.

The accompanying condensed financial statesrteate been prepared in accordance with the raksegulations of the SEC and should be
read in conjunction with the Company'’s financiatements and the notes thereto for the year endedrber 31, 2008 included in the
Company’s Annual Report on Form 10-K filed with tREC on March 18, 2009. Certain information andriote disclosures normally
included in financial statements prepared in acaocd with United States generally accepted acaugyiptinciples have been condensed or
omitted pursuant to such rules and regulations.iffteemation presented as of and for the threesaxndnonth periods ended June 30, 2009 and
2008, as well as the cumulative financial inforroatfor the period from January 1, 2003 (date oéptmn) through June 30, 2009, is unaud
and has been prepared on the same basis as tedditincial statements and includes all adjustm@onsisting of only normal recurring
adjustments, necessary for the fair presentatighisfinformation in all material respects. Theutesof any interim period are not necessarily
indicative of the results of operations to be exgedor a full fiscal year. There have been no mi@tehanges to the Company’s significant
accounting policies as disclosed in the Companyisual Report on Form 10-K for the year ended Deaarth, 2008.

Uses of estimates in preparation of financial steats

The preparation of financial statements inbagance with accounting principles generally aceén the United States of America requires
management to make estimates and assumptiondfiettthe reported amounts of assets and liakslidied disclosure of contingent assets and
liabilities at the date of the financial statemesmsl the reported amounts of revenues and expduoseg the reporting period. Actual results
could differ from these estimates.

Reclassification:

Certain prior year amounts have been recladsiéb conform with the current year’s presentation

6




Table of Contents

2. Stock Based Compensation

RXi follows the provisions of Statement of &intial Accounting Standards (“SFAS”) SFAS 123(hare-Based Payments"SFAS
No. 123(R) requires the measurement and recogroficompensation expense for all st-based payment awards made to employees, non-
employee directors, and consultants, including eye® stock options. Stock compensation expensel lmsthe grant date fair value estima
in accordance with the provisions of SFAS No. 193gRecognized as an expense over the requisit&eeeriod.

For stock options granted as consideratiorséovices rendered by non-employees, the Compa&ognézes compensation expense in
accordance with the requirements of SFAS No. 12FR)erging Issues Task Force (“EITF") Issue No186+ Accounting for Equity
Instruments that are Issued to Other Than Emploj@e&cquiring, or in Conjunction with Selling, Gd® or Service” and EITF Issue No. 00-
18 “ Accounting Recognition for Certain Transactionsolwing Equity Instruments Granted to Other Than tyees,” as amended.

Non-employee option grants that do not vesh@diately upon grant are recorded as an expensdlwgesting period of the underlying
stock options. At the end of each financial repgriperiod prior to vesting, the value of theseami as calculated using the Black-Scholes
option-pricing model, will be re-measured using thie 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 rorployees is subject to change in the fu
the amount of the future compensation expensenallide fair value re-measurements until the stoations are fully vested.

The Company is currently using the Black-Sebalptionpricing model to determine the fair value of &l d@ption grants. For options gra
issued in the six month period ended June 30, 2002008, the following assumptions were used:

2009 2008
Risk-free interest rat 1.55%- 3.84% 3.29%- 3.9%%
Expected volatility 116.72%- 122.9% 101.8(%
Expected lives (year: 6— 10 6— 10
Expected dividend yiel 0.0(% 0.0(%

The weighted average fair value of optionstgd during the six month period ended June 309 20@ 2008 was $4.42 and $6.96 per sl
respectively.

RXi's expected common stock price volatility assumpidmased upon the volatility of a basket of coraps& companies. The expected
assumptions for employee grants were based upairttgified method provided for under Staff AccaagtBulletin 107 (“SAB 107”), which
averages the contractual term of RXi's optionseof years with the average vesting term of fouryéaran average of six years. The expected
life assumptions for noemployees were based upon the contractual terfreadption. The dividend yield assumption of zerbased upon th
fact that RXi has never paid cash dividends andegury has no intention of paying cash dividend® fisk-free interest rate used for each
grant was also based upon prevailing short-tererést rates. RXi has estimated an annualized foréerate of 4.0% for options granted to its
employees, 2.1% for options granted to senior mamagt and no forfeiture rate for the directors. RXi record additional expense if the
actual forfeitures are lower than estimated antinedord a recovery of prior expense if the actadkiture rates are higher than estimated.
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The following table summarizes stock optiotivdty from January 1, 2009 through June 30, 2009:

Total Number Weighted Average

of Shares Exercise Price
Outstanding at January 1, 20 2,223,45. $ 6.11
Grantec 1,167,541 4.4z
Cancellec 8,37t 5.34
Outstanding at June 30, 20 3,382,34. % 5.5¢%
Options exercisable at June 30, 2! 1,787,28! $ 5.4¢

The aggregate intrinsic values of outstan@ind exercisable options at June 30, 2009 were ladclibased on the closing price of the
Company’s stock on June 30, 2009 of $4.54 per dhasethe exercise price of those shares. Theitdtaisic value of outstanding stock
options and exercisable common stock options f@istk months ended June 30, 2009 and 2008 wasGRB&nd $55,000 and $4,685,000 and
$2,375,000, respectively.

3. Net Loss Per Share

The Company accounts for and discloses nstdes common share in accordance with SFAS No.“1E8rnings per Sharé Basic net
loss per common share is computed by dividing s httributable to common stockholders by the hteijaverage number of common sh
outstanding. Diluted net loss per common sharensputed by dividing net loss attributable to commnstatkholders by the weighted average
number of common shares that would have been odistg during the period assuming the issuance winson shares for all potential dilutive
common shares outstanding. Potential common slearesst of shares issuable upon the exercise ok stgtions and warrants. Because the
inclusion of potential common shares would be dittitive for all periods presented diluted net lpgs common share is the same as basic net
loss per common share.

The following table sets forth the potentiahimon shares excluded from the calculation of o&t per common share because their
inclusion would be anti-dilutive:

June 30,
2009 2008
Options to purchase common st¢ 3,382,34. 1,987,29:
Warrants to purchase common st 332,50( —
Total 3,714,84. 1,987,29:

4. License Agreements

As part of its business, the Company entdwssignificant licensing agreements. During thertprathe Company’s terminated several
license agreements previously disclosed in the Garyip Annual Report on Form 10-K for the year enBedember 31, 2008.

5. Fair Value Measurements

Effective January 1, 2008, the Company implatee SFAS No. 157Fair Value Measurement’, or SFAS 157, for the Company’s
financial assets and liabilities that are re-meadand reported at fair value at each reportingpgeand are re-measured and reported at fair
value at least annually using a fair value hiergittiat is broken down into three levels. The Conypeategorized its cash equivalents as a
Level 1 hierarchy. The valuation for Level 1 wasedmined based on a “market approach” using quptiegs in active markets for identical
assets. Valuations of these assets do not regsign#dicant degree of judgment.

In accordance with the provisions of FAS SRdsition (“FSP”) No. FAS 157-2Effective Date of FASB Statement No. 15fffe Company
has elected to defer implementation of SFAS 157 re¢ates to its financial assets and liabilitieat are recognized and disclosed at fair value
in the financial statements on a nonrecurring basig January 1, 2010. The Company is evaluativegimpact, if any, this standard will have
on its financial assets and liabilities. The admpf SFAS 157 as it relates to the Company’s fiterassets and liabilities that aremeasure:
and reported at fair value at least annually didhawe an impact on the Company’s financial results

8
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6. Recent Accounting Pronouncements

In June 2009, the Financial Accounting Stadgd&oard (“FASB”) issued SFAS No. 168The FASB Accounting Standards Codification
and the Hierarchy of Generally Accepted AccounBmnigiciples”. This standard replaces SFAS No. 16i2e Hierarchy of Generally Accepted
Accounting Principle;, and establishes only two levels of U.S. GAAPhatitative and non-authoritative. The FASB AccongtStandards
Cadification (the “Codification”) will become thesrce of authoritative, non-governmental GAAP, @tder rules and interpretive releases of
the SEC, which are sources of authoritative GAAPSBC registrants. All other non-grandfathered,-8&C accounting literature not included
in the Codification will become non-authoritativihis statement is effective for financial statenseiot interim or annual reporting periods
ending after September 15, 2009. The Company wdirfbto use the new guidelines and numbering syptescribed by the Codification wh
referring to U.S. GAAP in the third quarter of #&@009. As the Codification was not intended tarde or alter existing U.S. GAAP, it will
not have any impact on the Company'’s financial fiarsi results of operations or cash flows.

In June 2009, the FASB issued SFAS No. 18¥nendments to FASB Interpretation No. 46(RJhis statement amends the consolidation
guidance applicable to variable interest entitied ia effective as of January 1, 2010. The Comgsuyrrently in the process of evaluating the
impact of this pronouncement.

In June 2009, the FASB issued SFAS No. 1@ counting for Transfers of Financial Assets amendment to SFAS No. 14This
statement eliminates the concept of a qualifyirecsdpurpose entity, changes the requirements for dgrezing financial assets, and requi
additional disclosures in order to enhance inforomateported to users of financial statements loyigiing greater transparency about transfers
of financial assets, including securitization trartgons, and an entity’continuing involvement in and exposure to thksriglated to transferr
financial assets. This statement is effective ifrdl years beginning after November 15, 2009. Company is currently in the process of
evaluating the impact of this pronouncement.

In May 2009, the FASB issued SFAS No. 165ubsequent EventsThis statement sets forth (i) the period aftex balance sheet date
during which management of a reporting entity stl@ualuate events or transactions that may oceydtential recognition or disclosure in
the financial statements, (ii) the circumstancedennvhich an entity should recognize events orstaations occurring after the balance sheet
date in its financial statements, and (iii) thecttisures that an entity should make about eventtsinsactions that occurred after the balance
sheet date. SFAS No. 165 is effective for interimd annual periods ending after June 15, 2009. Timpany adopted SFAS No. 165 in the
guarter ending June 30, 2009. The adoption of SRASLE5 did not have any impact on the Companwiarftial position, results of operations
or cash flows. The Company evaluated all eventsamisactions that occurred after June 30, 200Q¢iré\ugust 14, 2009, the date the
Company issued these financial statements. Duhisgperiod the Company did not have any materi@gaizable subsequent events other
what is disclosed in footnote 7.

In April 2009, the FASB issued three relateaffSPositions: (i) FSP 157-4,Determining Fair Value When the Volume and Levéaiivity
for the Asset or Liability have Significantly Deased and Identifying Transactions That Are Not @” or FSP 157-4, (ii) SFAS 115-2 and
SFAS 124-2, ‘Recognition and Presentation of Other-Than-Tempptarpairment’or FSP 115-2 and FSP 124-2, and (iii) SFAS 107€l an
APB 28-1, “Interim Disclosures about Fair Value of Financiaktruments”or FSP 107 and APB 28-1, which will be effective ifterim and
annual periods ending after June 15, 2009. FSP&dvides guidance on how to determine the fdinevaf assets and liabilities under SFAS
157 in the current economic environment and reesipba that the objective of a fair value measureémamnains an exit price. If we were to
conclude that there has been a significant decieake volume and level of activity of the asseliability in relation to normal market
activities, quoted market values may not be repitasige of fair value and we may conclude thatange in valuation technique or the use of
multiple valuation techniques may be appropria@? R 15-2 and FSP 124-2 modify the requirementeefargnizing other-than-temporarily
impaired debt securities and revise the existingginment model for such securities, by modifying tlurrent intent and ability indicator in
determining whether a debt security is other-treangorarily impaired. FSP 107 and APB 28-1 enhahealisclosure of instruments under the
scope of SFAS 157 for both interim and annual mkridhe Company is currently evaluating these giadftions and the impact, if any, that
adoption will have on its financial position andués of operation.
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In June 2007, the Emerging Issues Task Fermteed EITF Issue 07-03 Atcounting for Advance Payments for Goods or Sesvic Be
Used in Future Research and Developmént EITF 07-03. EITF 07-03 addresses the divgnaihich exists with respect to the accounting for
the non-refundable portion of a payment made Bsaarch and development entity for future reseandhdevelopment activities. Under EITF
07-03, an entity would defer and capitalize nonunelfable advance payments made for research antbgment activities until the related
goods are delivered or the related services aferpeed. EITF 07-03 was effective for fiscal yeaegimning after December 15, 2007 and
interim periods within those years. The adoptiofE3fF 07-03 did not have a material impact on tleen@any’s financial statements.

7. The Offering and Subsequent Events

The Company filed a Registration Statementorm S-3 (File No. 333-158968, the “Registratioat&tent”) on May 4, 2009, which the
SEC declared effective on May 22, 2009. Pursuatitedregistration Statement, the Company may isswme or more offerings, shares of
common stock, preferred stock, warrants or dehirgtézs at an aggregate initial offering price tmexceed $30,000,000.

On March 17, 2009, the Company entered irglaeement agency agreement, which was subsequentgnded on May 26, 2009 and
July 22, 2009, with Rodman & Renshaw, LLC as thewesive placement agent, relating to a proposegtioff by the Company of new
securities to potential investors. On July 30, 2088 Company entered in definitive agreementsHersale and issuance by the Company to
certain investors of 2,385,715 units, with eacht ooansisting of (i) one share of the Company’s camrstock, par value $0.0001 per share and
(i) a warrant to purchase 0.40 of a share of comstock, at a purchase price of $3.50 per unitsymmt to the Registration Statement (the
“Offering”). The Offering closed on August 4, 200fhe warrants will generally be exercisable foreaiqd beginning six months and ending
five years from the closing date, and will carrngrice per share equal to $4.50, or 105% of themgdpgrice of the common stock on July 30,
2009. The Company raised gross proceeds of appateiyn$8,350,000 in the Offering and net proceatisy deducting the placement agents’
fees and other offering expenses payable by thep@ow were approximately $7,766,500.

As part of the placement agency agreemenCtmepany issued a warrant to purchase 23,857 stwaties placement agency as part of their
fees for the offering of new securities to investdrhe warrants have an exercise price of $4.38lmme and expire five years from the date of
issuance on August 3, 2014. The warrants are imatedgivested and are exercisable for a periodvefyears.
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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 RXi Pharmaceuticals Corporation

This management’s discussion and analysis of filmheondition as of June 30, 2009 and results afragions for the three and six months
ended June 30, 2009 and 2008 should be read irunotipn with management’s discussion and analyisisancial condition and results of
operations included in our Annual Report on FormKL€r the year ended December 31, 2008.

The discussion and analysis below includes ceftaivard-looking statements related to future opergiosses and our potential for
profitability, the sufficiency of our cash resousceur ability to obtain additional equity or defimancing, 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 firgimg arrangements or that otherwise relate to fetperiods, 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 araisumptions underlying or judgments concerninguhge financial performance and oth
matters discussed in this document. The words “ifayll,” “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 elsewliretbis quarterly report, that could cause our a&kresults of operations, performance,
financial position and business prospects and opyputies for this quarter and the periods that éoll to differ materially from those expres:
in, or implied by, those forward-looking statemefit& caution investors not to place significantarete on the forward-looking statements
contained in this report. These statements, likstatements in this report, speak only as of thie @f this report (unless another date is
indicated) and we undertake no obligation to updateevise forward-looking statements.

Overview

We are a discovery-stage biopharmaceuticapemy pursuing proprietary therapeutics based on Rit&ference, or RNAI, a naturally
occurring cellular mechanism that has the potetiaiffectively and selectively interfere with, ‘silence”, expression of targeted disease-
associated genes. By utilizing our expertise in Rai#d the RNAI technology platform that we haveabished, we believe we will be able to
discover and develop lead compounds and move thenand through development for potential comméeeition more efficiently than
traditional drug development approaches.

We were formed in 2006 by CytRx and four pnoemit RNAI researchers, including Dr. Craig Mellhhamvas awarded the 2006 Nobel P
in Medicine for his co-discovery of RNAi. From 20€88ough 2006, CytRx sponsored therapeutic RNAeaesh at UMMS and Massachusetts
General Hospital. We commenced operations in Jgr2G07 after CytRx contributed to us its portfadibRNAI therapeutic assets in exchange
for approximately 7.04 million shares of our comnsbock. These assets consisted primarily of RNZ&rises and related intellectual property,
and a nominal amount of equipment. The cost ofitle@ses had previously been expensed by CytRx-psocess research and development
and was recorded in the predecessor financialnstatts at cost.

To date, RXi’s principal activities have castsd of conducting research and plieical development activities utilizing its RNAierapeuti
platform, acquiring key RNAI technologies and pateéghts through exclusive and non-exclusive liensecruiting a RNAi-focused
management and scientific/clinical advisory teaapitl raising activities and conducting businesgatbpment activities aimed at establishing
development partnerships with pharmaceutical argktebiotech companies.

We have not generated revenue to date anchotagenerate revenue in the foreseeable futuexgf. We expect to incur significant
operating losses as we advance our product caegitatough the drug development and regulatorygssdn addition to increasing research
and development expenses, we expect general andiattative costs to increase as we add persolvielwill need to generate significant
revenues to achieve profitability and might neveisd. In the absence of product revenues, our patsources of operational funding are
expected to be the proceeds from the sale of edfuitded research and development payments andgrdagmnder collaborative agreements.
We believe that our existing cash, cash equivalemtsproceeds from the Registered Direct Offerivag e closed on August 4, 2009 should
be sufficient to fund our operations for at leadtonths. In the future, we will be dependent otaimiing financing from third parties in order
to maintain our
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operations. We cannot assure that additional deétjaity or other funding will be available to us acceptable terms, or at all. If we fail to
obtain additional funding when needed, we woulddoeed to scale back, or terminate, our operationsy seek to merge with or to be
acquired by another company.

As the Company has not generated any revesioes inception through June 30, 2009, we are densd a development stage company for
accounting purposes.

Results of Operations
For the Three Months ended June 30, 2009 and 2008

For the three months ended June 30, 2009 etUoss was approximately $5,081,000 comparechtet éoss of $4,318,000 for the three
months ended June 30, 2008. The loss increase@@s;@0, or approximately 18%. Reasons for theatians in the losses between the
quarters are discussed below.

Research and Development Expense

Research and development expense consistandgiraf compensation-related costs for our empésydedicated to research and
development activities and for our Scientific Adwig Board (“SAB”) members, licensing fees, patersecution costs, and the cost of lab
supplies used in our research and developmentgmegrWe expect research and development expensesdase as we expand our discovery
and development activities for RNAI therapeutics.

Total research and development expenses wereximately $3,026,000 for the three months entlede 30, 2009, compared to $2,766,000
for the three months ended June 30, 2008. Thedreref $260,000 or 9% was primarily due to a $1E9jAcrease in costs associated with
employee compensation, due to a 40% increase tichaat as well as an increase in patent costerktatpatent applications on internal
discoveries offset by a $250,000 decrease in dvaslked compensation expense.

General and Administrative Expense

General and administrative expenses includepemsation-related costs for our employees dedidatgeneral and administrative activities,
legal fees, audit and tax fees, consultants anfgégsmnal services, and general corporate expenses.

General and administrative expenses were appately $2,049,000 for the three months ended 302009, compared with $1,580,000
for the three months ended June 30, 2008. Thedreref $469,000 or 30% was primarily due to a $E jncrease due to the addition of new
staff in 2009, $106,000 increase in non-cash shased compensation and a $92,000 increase duaicash compensation expense related to
a warrant issued for business advisory servic#isarthree months ended June 30, 2009. There wasmoash warrant compensation expense
for the three months ended June 30, 2008.

I nterest income

Interest income was negligible for the threenths ended June 30, 2009, compared with approgiy$28,000 for the three months ended
June 30, 2008. This decrease was primarily dukdatirrent interest rates available to us on osin ead cash equivalents during the three
months ended June 30, 2009. The key objectivesrafhwestment policy are to preserve principal andure sufficient liquidity, so our
invested cash may not earn as high a level of iecasnllonger-term or lower quality securities, whgemerally have less liquidity and more
volatility. The interest rates available on higheslity, shorter-term investments in today’s masket lower than rates available in the prior
period.
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Operating Results

We reported a loss from operations of $5,00% @ the three month period ended June 30, 2G8fpared to a loss from operations of
$4,346,000 in the corresponding period in 2008nareased loss of $729,000, or 17%. This increaa®due to increased operating expens
noted above.

We reported a net loss of $5,081,000 in tiheettmonth period ended June 30, 2009, comparedét lass of $4,318,000 in the
corresponding period in 2008, an increase in rest ¢t $763,000 or 18%, and a net loss per sh$8.87 and $0.34, respectively.

For the Six Months ended June 30, 2009 and 2008
Research and Development Expense

Research and development expenses were $a004fyr the six months ended June 30, 2009, cordpar$3,854,000 for the six months
ended June 30, 2008. The increase of $588,000%  Was due to higher staff cost of $1,063,000 anbkes costs of $594,000, partially
offset by combined employee and non-employee stasked compensation of $1,431,000 in the six mamided June 30, 2009, compared to
combined employee and non-employee stock basedammsafpion of $1,665,000 in the six months ended 30n2008. Research and
development expense consists primarily of compé@nsaélated costs for our employees dedicateddearch and development activities and
for our SAB members, annual license maintenancg &l the cost of supplies and reagents used iresearch and development programs.
We expect research and development expenses &agers we expand our discovery and developméwitiastfor RNAI therapeutics.

General and Administrative Expense

General and administrative expenses were 8480 for the six months ended June 30, 2009, coedpa $3,213,000 for the six months
ended June 30, 2008. The increase of $1,591,0@0%r was due to higher staff-related costs, irnoy&969,000 in stockased compensatir
expense, and to $826,000 in warrant expense refai@dvarrant issued for business advisory sendoels$281,000 in common stock issued
under the SEDA. General and administrative expeimsfsde compensation-related costs for our emmsyedicated to general and
administrative activities, legal fees, audit anxifees, consultants and professional services andrgl corporation expenses.

I nterest income

Interest income was approximately $2,000 fiergix months ended June 30, 2009, compared toxippately $103,000 for the six months
ended June 30, 2008. This decrease was primarmdyallarger average balances of our cash, caskiaqots or short-term investments during
the six months ended June 30, 2008 as well as lmterest rates during the six months ended Jung2CI®.

Operating Results

We reported a loss from operations of $9,23®j6 the six month period ended June 30, 2009 epeapto a loss from operations of
$7,067,000 in the corresponding period in 2008narease in loss of $2,179,000, or 31%. This ineeesas due primarily to increased
expenses related to non-cash equity compensasamtad above.

We reported a net loss of $9,252,000 in thersinth period ended June 30, 2009, compared &t B$s of $6,964,000 in the corresponding
period in 2008, an increase in net loss of $2,2BBdr 33%, and a net loss per share of $0.67 arib$espectively.
Liquidity and Capital Resources

In April 2007, we issued 3,273,292 sharesoofimon stock (valued at approximately $5.00 peresHaased in part, upon the advice of the
third-party valuation advisor and assuming theasse of 462,112 shares to UMMS pursuant to oun$ieeagreements with them) in exchange
for $15.0 million in cash from CytRx and the settint of our inter-company account payable due tiR&pf approximately $2.0 million. On
June 24, 2008, we issued
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1,073,299 shares of our common stock to institatiémvestors at $8.12 per share resulting in aggeegross proceeds of approximately

$8.7 million. On January 30, 2009, we entered theoSEDA with YA Global, pursuant to which we mayour option over a two-year period,
periodically sell to YA Global shares of our comnsinck, for a total purchase price of up to $25,000. On August 4, 2009, we closed a
registered direct offering (the “Offering”) in whiave sold 2,385,715 units at $3.50 per unit, eaghaonsisting of a share of our common
stock and a warrant to purchase .40 of a shararof@mmon stock. Warrants to purchase up to a t6dt@$4,286 shares of our common stoc
an exercise price of $4.50 per share. We receieegnoceeds of $7.8 million.

We have not had any revenue since inceptiomr®any revenues expected for the foreseeahleefuiowever, it will be necessary for us to
fund our operations, including general and admiaiste expenses as well as expenditures for relseand development. We believe that our
existing cash, cash equivalents and proceeds ter®ffering we closed on August 4, 2009 shouldWigcsent to fund our operations for at
least 12 months. In the future, we will be depemndenobtaining financing from third parties in orde maintain our operations. We cannot
assure that additional debt or equity or other fogadvill be available to us on acceptable termstaall. If we fail to obtain additional funding
when needed, we would be forced to scale baclerorihate, our operations, or to seek to merge avitlo be acquired by another company.

Net Cash Flow from Operating Activities

Net cash used in operating activities was eiprately $5,437,000 for the six month period endede 30, 2009, compared with $4,335,000
net cash used in operating activities for the sbnth period ended June 30, 2008. The increasepsbaimately $1,102,000 resulted primarily
from a net loss of $9,252,000, less the add baclonfcash items of $3,591,000, of which $2,400@08ted to stock-based compensation,
$826,000 related to stock warrant expense in exgghéoar services, $80,000 related to depreciatiah&224,000 related to changes in current
assets and liabilities.

Net Cash Flow from I nvesting Activities

Net cash used in investing activities was apipnately $47,000 for the six month period endeakeJ80, 2009, compared to net cash prov
by investing activities of $3,671, 000 for the siwnth period ended June 30, 2008. The decreaggpofdmately $3,718,000 in cash provided
by investing activities was primarily due to nedleenption of short-term investments in 2008.

Net Cash Flow from Financing Activities

Net cash used in financing activities was 8Q0,for the six month period ended June 30, 200@ypared with $7,921,000 cash provided by
financing activities for the six month period endiohe 30, 2008. This decrease was primarily dtleet@gssuance of common stock in the
amount of $7,934,000 to institutional investorshia second quarter of 2008.

Off-Balance Sheet Arrangements

We have not entered into off-balance sheeatfiimg, other than operating leases.

Critical Accounting Policies and Estimates

In our Annual Report on Form 10-K for the yeaded December 31, 2008, we disclosed our criicedunting policies and estimates upon
which our financial statements are derived. Theneetheen no changes to these policies since Dece&hp2008. Readers are encouraged to
review these disclosures in conjunction with theéew of this quarterly report on Form 10-Q.
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As of the end of the period covered by thiartrly report on Form 10-Q, our Chief Executivdi€dr and Chief Financial Officer (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 whhitime 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 perasered by this quarterly report on Form 10-
Q:

(a) our disclosure controls and procedures were effed¢ti provide reasonable assurance that informagiquired to be disclosed by us in
reports we file or submit under the Exchange Acs wecorded, processed, summarized and reporteth\lign time periods specified in
the SECs rules and forms; ar

(b) our disclosure controls and procedures were effed¢ti provide reasonable assurance that matef@hiation 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 Reportirng

There has not been any change in our inteoratol over financial reporting that occurred dgrihe quarterly period ended June 30, 2009
that has materially affected, or is reasonablyjike materially affect, our internal control oviamancial reporting.
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RXi PHARMACEUTICALS CORPORATION
PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
None

ITEM 1.A RISK FACTORS

You should consider the “Risk Factors” included enttem 1A. of our annual report on Form 10-K fbetyear ended December 31, 2008,
filed on March 18, 2009 with the SE

We will be subject to competition and may not be able to compete successfully.

A number of medical institutions and pharmaiocallcompanies are seeking to develop therapputiducts. Companies working in this area
include: Alnylam Pharmaceuticals, MDRNA Inc., TekenPharmaceuticals, Dicerna Pharmaceuticals, Cédleemmaceuticals, Tacere
Therapeutics, Benitec Ltd., OPKO Health, Silencera@peutics, Quark Pharmaceuticals, Rosetta Genphuoss Therapeutics and Calando
Pharmaceuticals, as well as a number of the mtikimal pharmaceutical companies. In addition, a lbeinof companies are developing
therapeutics for the same diseases we are targeting technologies other than RNA interferencestid these competitors have substanti
greater research and development capabilitiesiaaddial, scientific, technical, manufacturing, keting, distribution, and other resources
than us, and we may not be able to successfullypeteanwith them. In addition, even if we are sucftéss developing our product candidates,
in order to compete successfully we may need tiirsteto market or to demonstrate that our RNAidzhproducts are superior to therapies
based on different technologies. If we are not fwamarket or are unable to demonstrate such mujigr any products for which we are able to
obtain approval may not be successful.

We will rely upon third parties for the manufacture of our clinical product candidates.

We do not have the facilities or expertisen@nufacture supplies of any of our potential pradandidates. Accordingly, we will be
dependent upon contract manufacturers for thegglisapWe have no manufacturing supply arrangemfentsny of our product candidates,
and there can be no assurance that we will betalslecure needed supply arrangements on attraetives, or at all. Our failure to secure these
arrangements as needed could have a materiallysslgéect on our ability to complete the developtred our product candidates or, if we
obtain regulatory approval for our product candddato commercialize them.

Our current plans call for the manufacturewf rxRNA compounds and, as necessary, any delivgnicles that may be used to deliver our
rxRNA compoundsn vivo,such as the particles used to deliver our rxRNA poumds to macrophages by contract manufactureesimdf
research grade, Good Laboratory Practices grad&and Manufacturing Practices grade materials feclnical studies (e.g. toxicology
studies) and for clinical use. The chemistry, mantifring and controls for RNAI active pharmaceutiogredient will be addressed by our
clinical development team in close collaboratiothvé contract manufacturer with extensive expegdndRNA drug synthesis. RNA is a
complex molecule requiring many synthesis stepsctwimay lead to challenges with purification andlseup. These challenges could result in
increased costs and delays in manufacturing. Aatditly, although we are not currently aware of angh litigation or threatened litigation or
challenge, if we have litigation or threatenedhtiion for or challenge to the composition of otoducts candidates in the future, manufact
may refuse to manufacture such compounds.

We may be unable to protect our intellectual property rightslicensed from UMMS or others, our intellectual property rights may be
inadequate to prevent third parties from using our technologies or developing competing products, and we may need to license additional
intellectual property from others.

We have a non-exclusive license to the Matid Bire foundational RNAi patent owned by UMMS ahd Carnegie Institution of
Washington, which claims various aspects of RNAgenetic inhibition by double stranded RNA. Thielise continues to be available to third
parties, and as such it does not provide us weétlathility to exclude others from its use or protesfrom competition. Therapeutic applications
of gene silencing technologies, delivery methods, @her technologies that we license from UMMSadse claimed in a number of UMMS
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pending patent applications, but there can be sorasce that these applications will result in Bsyed patents or that those patents would
withstand possible legal challenges or protecttecinnologies from competition. United States Paait Trademark Office and patent gran
authorities in other countries have upheld stringéandards for the RNAI patents that have beesgmuated so far. Consequently, pending
patents that we have licensed may continue to eper long and difficult prosecution challenges aray ultimately issue with much narrov
claims than those in the pending applications. Véeasvare of a number of issued patents coveringwsparticular forms and compositions
RNAi-mediating molecules and therapeutic methods we do not currently expect to use. Third panties, however, hold or seek to obtain
additional patents that could make it more diffiadimpossible for us to develop products basethergene silencing technology that we have
licensed.

In addition, others may challenge the patevried by UMMS and the Carnegie Institution of Waghdm or other patents that we currently
license or may license in the future and, as dtigbese patents could be narrowed, invalidategtndered unenforceable, which would
negatively affect our ability to exclude othersrirase of RNAI technologies described in these patdinere can be no assurance that these
patent or other pending applications or issuednatee licensed in will withstand possible legahlidnges. Moreover, the laws of some
foreign countries may not protect our proprietaghts to the same extent as do the laws of theedritates. Any patents issued to us or our
licensors may not provide us with any competitideantages, and there can be no assurance thatérgpof others will not have an adverse
effect on our ability to do business or to contita@se our technologies freely. Our efforts tooecd and maintain our intellectual property
rights may not be successful and may result intanlial costs and diversion of management time nkfveur rights are valid, enforceable and
broad in scope, competitors may develop productedan technology that is not covered by our liesns

We may need to license additional intellecpralperty rights from third parties in order toddde to complete the development or enhance
the efficacy of our product candidates or avoidsiae infringement of the rights of others. Additadly, many of our UMMS licenses are
limited to ALS, obesity, diabetes and cancer, andrder to pursue other diseases against proprigeare targets, we may need licenses from
third parties that may be unavailable. To the extiesit we are required to obtain multiple licenfes third parties to develop or
commercialize a product candidate, the aggrege¢eading fees and milestones and royalty paymende wethese parties may materially
reduce our economic returns or even cause us talahalevelopment or commercialization of a prodactdidate. Accordingly, there is no
assurance that we will be able to acquire any exit intellectual property rights on satisfactbeyms, or at all.

In addition to our licenses, we also rely opyright and trademark protection, trade secreteykhow, continuing technological innovation
and licensing opportunities. In an effort to maiimtde confidentiality and ownership of our traderets and proprietary information, we
require our employees, consultants, advisors amersto whom we disclose confidential informatiorekecute confidentiality and proprietary
information agreements. However, it is possiblé thase agreements may be breached, invalidateshdered unenforceable, and if so, there
may not be an adequate corrective remedy availgblighermore, like many companies in our indusirg,may from time to time hire scienti
personnel formerly employed by other companiesliradin one or more areas similar to the activitiesconduct. In some situations, our
confidentiality and proprietary information agreerteemay conflict with, or be subject to, the rigbfshird parties with whom our employees,
consultants or advisors have prior employment osatiing relationships. Although we require our éogpes and consultants to maintain the
confidentiality of all confidential information gfrevious employers, we or these individuals maguigect to allegations of trade secret
misappropriation or other similar claims as a regtitheir prior affiliations. Finally, others magdependently develop substantially equivalent
proprietary information and techniques, or otheengain access to our trade secrets. Our failupedtect our proprietary information and
techniques may inhibit or limit our ability to excle certain competitors from the market and exegutdusiness strategies.

Our success depends upon our ability to obtain and maintain intellectual property protection for our products and technologies.

Our success will depend on our ability to abtnd maintain adequate protection of our intéliatproperty covering our product candid:
and technologies. The ultimate degree of paterieption that will be afforded to biotechnology puats and processes, including ours, in the
United States and in other important markets regaitertain and is dependent upon the scope adgiiron decided upon by the patent offi
courts and lawmakers in these countries. There isentainty that our existing patents, or patempiiaations if obtained, will afford us
substantial protection or commercial benefit. Samyl, there is no assurance that our pending pafgplications or

17




Table of Contents

patent applications licensed from third partied witimately be granted as patents or that thosenta that have been issued or are issued in th
future will stand if they are challenged in court.

We may not be able to obtain sufficient financing, and may not be able to develop our product candidates.

We believe that our existing cash, cash edgig, and potential proceeds from this offerind Hre Standby Equity Distribution Agreeme
or SEDA, we entered into on January 30, 2009 wi#h&obal Master SPV Ltd., or YA Global, should héfgcient to fund our operations
through 2010. In the future, we will be dependenbbtaining further financing from third partiesarder to maintain our operations and to
meet our financial obligations. Before we are dblaccess additional capital from the SEDA, we nsasisfy certain conditions, including the
requirement that shares of our stock to be soldAdslobal be registered with the U.S. Securitied &xchange Commission (“SEC”), and
there is risk of delays in our satisfying thesedittons. In addition, pursuant to the terms of $keurities purchase agreements related to this
offering, we are prohibited from issuing sharesamnttie SEDA for a period of 30 days. We cannotresthat additional debt or equity or other
funding to maintain our operations and to meetailigations to our licensors will be available ®in the future on acceptable terms, or at all.
If we fail to obtain additional funding when needeae would be forced to scale back, or terminate aperations, or to seek to merge with or
to be acquired by another company.

We anticipate that we will need to raise sabgal amounts of money to fund a variety of futacéivities integral to the development of our
business, which may include but are not limitethefollowing:

. to conduct research and development to successfellglop our RNAI technologie

. to obtain regulatory approval for our produt

. to file and prosecute patent applications and ferdkand assess patents to protect our technoj

. to retain qualified employees, particularly in ligif intense competition for qualified scientis

. to manufacture products ourselves or through théndies,

. to market our products, either through building own sales and distribution capabilities or relyorgthird parties, an
. to acquire new technologies, licenses, productoopanies

We cannot assure you that any financing neéateithe development of our business will be avddao us on acceptable terms or at all. If
we cannot obtain additional financing in the futurar operations may be restricted and we may ateiy be unable to continue to develop
potentially commercialize our product candidates.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Our annual meeting of shareholders was helduoe 5, 2009. At the meeting, our shareholdels tto® following actions:
(i) To elect two directors to serve until the 2012 Aaindeeting of Stockholdel

For Withheld
Stephen S. Gallike [X] []
Mark J. Ahn (X] [1]
(i) To ratify the selection of BDO Seidman, LLP as maependent registered public accounting firm Far tiscal year ending Decemt
31, 200¢
For Against Abstain

(X] [] []

(i) To approve an amendment to the 2007 ItigerPlan to increase the number of shares of comsback, par value $0.0001 per share,
available for issuance under the plan by 1,0000@0es

For Against Abstain

(X] [] []

ITEM 5. OTHER INFORMATION
None

ITEM 6. EXHIBITS
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EXHIBIT INDEX
Exhibit
Number Description
3.1 Form of Amended and Restated Certificate of Incaapon of RXi Pharmaceuticals Corporation
3.2 Form of Amended and Restated-laws of RXi Pharmaceuticals Corporation
10.1 Amendment to Employment Agreement between RXi Phasuticals Corporation and Stephen J. DiPalmagdddte 29, 2009
311 Sarbane-Oxley Act Section 302 Certification of Tod Wo
31.2 Sarbane-Oxley Act Section 302 Certification of Stephen lP&ma
32.1 Sarbane-Oxley Act Section 906 Certification of Tod Woolfd&tephen J. DiPaln

(1) Previously filed as an Exhibit to the Comparfgegistration Statement on Form S-1 filed on ®etd30, 2007 (File No. 333-147009) and
incorporated by reference hert

*  Indicates a management contract or compensatonygolarrangemen
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly edulis report to be signed on its behalf by
the undersigned thereunto duly authorized.

RXi PHARMACEUTICALS CORPORATION
(Registrant)

By: /s/ Tod Wooll
Tod Woolf, Ph.D.
President and Chief Executive Offic
(Principal Executive Officer;

By: /s/ Stephen J. DiPalm
Stephen J. DiPalm:
Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: August 14, 2009
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Amendment to Employment Agreement

This Amendment dated as of May 15, 2009 (tAenendment) relates to the Employment Agreement dated Aug@8st2007 between RXi
Pharmaceuticals Corporation (“* Employgand Stephen J. DiPalma (* Employgdthe “ Agreement).

WHEREAS, Employer and Employee entered ineoAlgreement under which Employee is to serve asl®mps Chief Financial Officer
on the terms set forth in the Agreement;

WHEREAS, Employer and Employee desire to anthaddgreement as a consequence of the Compengatimmittee’s vote to delete
subparagraph 5.1(g) from the Agreement;

NOW THEREFORE, in consideration of the mutt@enants and agreements herein contained, thephereto agree with each other that
the Agreement shall be amended further, effectivefahe date hereof, as follows:

Changes to Agreement

Article 5.1 is hereby amended as follows:
“Subparagraph 5.1(q) is hereby deleted in its autite

IN WITNESS HEREOF, the parties hereto havesedithis Amendment to be duly executed by authdniepresentatives as of the day and
year indicated abow

RXi PHARMACEUTICALS CORP. STEPHEN J. DIPALMA
By: By:

Name Tod Woolf, Ph.D.
Title: President and CE!




Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACTF2002

I, Tod Woolf, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of RXi Pharmaceuticals Corporatic

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this repo

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

4.  The registrant’s other certifying officerdahare responsible for establishing and maintaimisclosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, is made known to us hedd within those entities,
particularly during the period in which this rep@teing preparec

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

c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predentthis report my conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period cougydhis report based on
such evaluation; an

d) Disclosed in this report any change in ggistrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter that hatenelly affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; a

5.  The registrar's other certifying officer and | have disclosedsdzhon our most recent evaluation of internal aymver financia
reporting, to the registrant’s auditors and theiteemmnmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and materialak@esses in the design or operation of internairobaver financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

b)  Any fraud, whether or not material, thatolhwes management or other employees who have #disat role in the registrarg’
internal controls over financial reportir

Dated: August 14, 2009

/s/ Tod Woolli
Tod Woolf, Ph.D.
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACTF2002

I, Stephen J. DiPalma, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of RXi Pharmaceuticals Corporatic

2. Based on my knowledge, this report doe<antain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statgmend other financial information included iistreport, fairly present in all material
respects the financial condition, results of operst and cash flows of the registrant as of, andtfe periods presented in this rep

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contemid procedures (i
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a)

b)

c)

d)

Designed such disclosure controls and pruresd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, is made known to us theod within those entities,
particularly during the period in which this rep@teing preparec

Designed such internal control over financial réjpg; or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantbd report my conclusior
about the effectiveness of the disclosure contintprocedures, as of the end of the period cougydhis report based on
such evaluation; an

Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the
registrant’s most recent fiscal quarter that hatenelly affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; a

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent eti@fuef internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of registrant’s board of directors persons performing the equivalent
functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s
internal controls over financial reportir

Dated: August 14, 2009

/s/ Stephen J. DiPalm
Stephen J. DiPalm:
Chief Financial 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 Rhiarmaceuticals Corporation. (the “Company”) omi-©0-Q for the period ended June 30,
2009 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), the usidgred officers of the Company certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad&n®06 of the Sarbanes-Oxley Act of 2002, thah&r knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairly prets, in all material respects, the Comy's financial condition and result

operations
/s/ Tod Wooll /sl Stephen J. DiPalm
Tod Woolf Stephen J. DiPalmr
President and Chief Executive Offic Chief Financial Office

August 14, 200! August 14, 200!



