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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2010
or
[0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number: 000-51462

CHELSEA THERAPEUTICS INTERNATIONAL,
LTD.

(Exact name of Registrant as specified in its chagt)

Delaware 20-3174202
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

3530 Toringdon Way, Suite 200, Charlotte, North Caslina 28277

(Address of principal executive offices, includingip code)

(704) 341-1516

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant ¢f filed all reports required to be filed by Seeti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastié@s. YES NO O

Indicate by check mark whether the registrant liésnstted electronically and posted on its corpo¥atb site, if any, every Interactive
Data File required to be submitted and posted pumsto Rule 405 of Regulation S-T (8232.405 of tiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). YHES NO O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @-accelerated filer or a smaller reporting
company. See definition of “large accelerated fjléaccelerated filer” and “smaller reporting conmyd in Rule 12b-2 of the Exchange Act.

Large Accelerated Fil O Accelerated File



Non-accelerated FiliD (Do not check if smaller reporting compal Smaller Reporting Compa O
Indicate by check mark whether registrant is alstwehpany (as defined in Rule 12b-2 of the Exchahg®. YES [ NO
As of October 29, 2010 there were 49,125,545 staresgistrant’'s Common Stock outstanding.
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PART | — FINANCIAL INFORMATION
ltem 1. Financial Statements

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

September 30 December 31
2010 2009
(unaudited) (Note 1)
Assets
Current assett
Cash and cash equivale $ 18,189,52 $ 22,294,64
Shor-term investment — 11,450,00
Prepaid contract research and manufactt 53,82« 293,88t
Other prepaid expenses and other current a 277,92¢ 129,68
Total current asse 18,521,28 34,168,22
Property and equipment, r 68,48: 103,79¢
Other asset 38,09t 76,95(
$ 18,627,85 $ 34,348,96
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 2,037,37 $ 2,842,561
Accrued compensation and related expe! 752,87 894,69t
Accrued contract research and manufactu 6,274,86! 5,501,32!
Other accrued expens 512,93( 792,45¢
Line of credit payabl — 11,466,01
Total liabilities 9,578,03! 21,497,06
Commitments
Stockholder equity:
Preferred stock, $0.0001 par value, 5,000,000 sterthorized, no shares issued and outstar — —
Common stock, $0.0001 par value, 100,000,000 ar@D6MO0 shares authorized, respectively
40,856,259 and 33,500,406 shares issued and aditsganespectivel 4,08¢ 3,35(
Additional paic-in capital 129,532,06 108,391,82
Deficit accumulated during the development st (120,486,32) (95,543,26)
Total stockholder equity 9,049,81! 12,851,90
$ 18,627,85 $ 34,348,96

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

(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)

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

Total operating expens:

Operating los:
Interest incomt
Interest expens
Other income

Net loss

Net loss per basic and diluted share of com
stock

Weighted average number of basic and dil
common shares outstandi

See accompanying notes to condensed consolidataukcfal statements.

For the three months ended September 3

For the nine months ended September 3i

2010

2009

2010

2009

Period from

April 3, 2002

(inception) to
September 30, 201

$ 742468 $ 535737 $ 2069943 $ 19,960,06 $ 98,318,59
424,45 714,06 1,343,42. 1,352,48 7,823,79.
954,54( 1,014,29" 3,018,29 3,039,23 18,810,88
8,803,67! 7,085,73 25,061,15 24,351,78 124,953,26
(8,803,67) (7,085,73) (25,061,15) (24,351,78)  (124,953,26)

19,00: 32,42 188,47¢ 263,92 4,725,28

(2,055) (40,544 (70,38¢) (108,119 (258,34

— — — 4,390,48 —

$ (878672) $ (7,093,85) $ (24,943,06) $ (19,80549) $ (120,486,32)
$ 0.22) $ (029 $ (0.65 $ (0.64)
40,316,69 32,428,69 38,668,90 30,892,37
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CHELSEA THERAPEUTICS INTERNATIONAL, LTD. AND SUBSID IARY

(A Development Stage Company)
CONDENSED CONSOLIDATED STATEMENT OF
STOCKHOLDERS' EQUITY

(unaudited)
Deficit
accumulated
Additional during the Total
Common stock paid-in development stockholders’
Shares Amount capital stage equity

Balance at January 1, 20 33,500,40 $3,35( $108,391,82 $ (95,543,26) $12,851,90
Stoclk-based compensatic — — 1,497,04. — 1,497,04.
Sale and issuance of common stock with detachasateawts in

March 2010 at approximately $2.50 per share, netsofanci

costs 6,700,00! 67C 16,762,25 — 16,762,92
Sale and issuance of common stock in controll-the-market

equity offering in September 2010 at approxima$hy49 pe

share, net of issuance co 634,50( 64 2,851,31. — 2,851,37
Common stock issued in 2010 at par, pursuant tcmate

(cashless) exercises of common stock wart 14,29¢ 1 Q) — —
Common stock issued in 2010 at $4.20 per sharaignt$o

exercise of common stock warral 7,05¢ 1 29,63( — 29,63
Net loss — — — (24,943,06) (24,943,06)
Balance at September 30, 2( 40,856,25 $4,08¢ $129,532,06  $(120,486,32) $ 9,049,81

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

(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

Operating activities:
Net loss

Adjustments to reconcile net loss to net cash usegerating activities

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

Gain on recovery of temporary impairment of shertyt and long-

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

Prepaid contract research and manufacturing expeaieer

prepaid expenses and other as

Accounts payable, accrued contract research andfaenring

expenses and other accrued expe
Accrued compensation and related expe!

Net cash used in operating activit

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

Net cash provided by (used in) investing activi

Financing activities:
Proceeds from borrowings from affilia
Proceeds from (repayments of) borrowings from Giheredit
Proceeds from exercise of stock opti
Proceeds from exercise of common stock warr
Recapitalization of the Compal
Proceeds from sales of equity securities, netsaféace cost
Receipt of cash for stock subscription receiv:

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Supplemental disclosure of cash flow information
Cash paid for intere:

IARY

For the nine months ended September 3!

2010

2009

Period from

April 3, 2002

(inception) to
September 30, 201

$ (24,943,06)

$ (19,805,49)

$ (120,486,32)

1,497,04: 1,242,57: 5,852,20:
52,307 52,33¢ 282,21
— — 575,02
— — 34,02(
— (4,390,48) —
— — (2,209)
— — 433,75(
91,82: 191,67. (331,75)
(311,18 33,07 8,825,16!
(141,829 25,34’ 752,87
(23,754,89) (22,650,97) (104,065,04)
(16,99 (8,729 (352,16
— — 3,677
_ — (49,538,33)
11,450,00 14,550,00 49,538,33
38,85¢ — (38,09%)
11,471,86 14,541,27 (386,58:)
_ — 1,745,001
(11,466,01) 4,197,53; —
— — 80,72¢
29,63 — 328,71
— — (400,000)
19,614,30 12,430,00 120,882,08
— — 4,62t
8,177,91. 16,627,53 122,641,15
(4,105,12)) 8,517,83 18,189,52
22,294,64 21,532,55 —
$ 18,18952 $ 30,050,390 $ 18,189,52
$ 70,38¢ $ 10811t  $ 224,32

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

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

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

In December 2004, in conjunction with and as corsp#an for activities related to the December 28@ of equity securities, the
Company issued warrants to purchase 483,701 shhitss$0.0001 par value common stock, with a pasehprice of approximately $2.88 per
share and an aggregate fair value of $14,400.

In conjunction with the merger and recapitalizatidthe Company on February 11, 2005, the Compssiyeid 11,911,357 shares of its
$0.0001 par value common stock in exchange fasfahe issued and outstanding shares of Chelsepetics, Inc. In addition, in
conjunction with and as compensation for facilitgtthe merger, the Company issued warrants fopaihehase of 105,516 shares of its $0.C
par value common stock at an exercise price ofZ@e# share and an aggregate fair value of $26,700.

In February 2006, in conjunction with and as consgjagion for activities related to the February 28ag of equity securities, the
Company issued warrants to purchase 716,666 sbhitss$0.0001 par value common stock, with a pasehprice of $3.30 per share and an
aggregate fair value of approximately $705,000.

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

See accompanying notes to condensed consolidaizacial statements.
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NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND NATU RE OF OPERATIONS
The Company

Chelsea Therapeutics International, Ltd. (“Chelsield” or the “Company”) is a development stage phaceutical company that seeks to
acquire, develop and commercialize innovative plaaeutical products for the treatment of a varidtiiioman diseases. Specifically, the
Company is developing a novel therapeutic agenthf@itreatment of neurogenic orthostatic hypotensio NOH, and related conditions and
diseases along with the development of prescriggroducts for multiple autoimmune disorders inchgdrheumatoid arthritis, psoriasis,
inflammatory bowel disease and cancer. The Compamyerating subsidiary, Chelsea Therapeutics(f@helsea Inc.”), was incorporated in
the State of Delaware on April 3, 2002 as Aspernrdpeutics, Inc., with the name changed in July 200&ebruary 2005, Chelsea Inc. merged
with a wholly-owned subsidiary of our predecessampany, Ivory Capital Corporation (“lvory”), a Cebwlo public company with no
operations (the “Merger”). The Company reincorpedanto the State of Delaware in July 2005, chapg@mname to Chelsea Therapeutics
International, Ltd.

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

Basis of Presentation

The accompanying condensed consolidated finantitdraents include the accounts of the Companytaraperating subsidiary, which
shall collectively be referred to as the “Comparnifiese statements have been prepared in accordéhcagccounting principles generally
accepted in the United States of America for imefinancial reporting and the instructions to Fdr@rQ and do not include all of the
information and footnotes required by accountiniggples generally accepted in the United State&mérica for complete financial
statements. In the opinion of the Company’s managenall adjustments (consisting of normal recyr@djustments) considered necessary for
a fair presentation of the results for the intepiemiods have been included. Operating resultdi®three and nine months ended September 30
2010 are not necessarily indicative of the redoltshe year ending December 31, 2010 or futuréogser The accompanying condensed
consolidated financial statements should be readijunction with the Company’s audited consoliddiaancial statements and related notes
included in the Company’s Annual Report on FornKlfiled on March 10, 2010 and available on the vitebsf the United States Securities
and Exchange Commission (www.sec.gov). The accopipgrtondensed consolidated balance sheet as anilger 31, 2009 has been deri
from the audited balance sheet as of that dateded in the Form 10-K.

Since inception, the Company has focused primarilprganizing and staffing the Company, negotiatimlicensing agreements with its
partners, acquiring, developing and securing itgpetary technology, participating in regulatorgalissions with the United States Food and
Drug Administration, or FDA, the European Mediciggency, or EMA, and other regulatory agencies amdertaking preclinical trials and
clinical trials of its product candidates. The Ca@nyp is a development stage company and has gederat®venue since inception.

The Company has sustained operating losses sgoeéption and expects that such losses couldnuanbover at least the next two ye
The Companys continued operation depends on its ability tegdiinds through various potential sources, suagaiy and debt financing, t
exercise of warrants or strategic alliances. Stiettegyic relationships or out-licensing arrangeraenight require the Company to relinquish
rights to certain of its technologies, product ddates or products that the Company would otheragsk to develop or commercialize itsell
adequate funds are not available, the Company magduired to delay, reduce the scope of, or eliteione or more of its development
programs or curtail operations.

Management believes that capital resources avaikttbeptember 30, 2010, funds raised in the Oc&i0 publicly-marketed offering
(see Note 10), anticipated proceeds of approxim&@I5 million expected from the exercise of watsaexpiring in February 2011 and an
assumed completion of an out-license agreememMidothera rights outside the North American marke2011 will meet our operating needs,
including an increasing level of commercializatamtivity for Northera, into the first quarter of 22
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Basis of Consolidation

The accompanying financial statements present,aandensed consolidated basis, the financial posénd results of operations of
Chelsea Ltd. and its subsidiary. All significanteirtompany transactions and balances have beemated in consolidation.

Use of Estimates

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

Recent Accounting Pronouncements

In September 2009, the Financial Accounting Stadtsl&0oard, or FASB, issued authoritative guidaneg todifies the accounting for
multiple element arrangements. This guidance reguan entity to allocate revenue to each unit odaating in multiple deliverable
arrangements based on the relative selling priemol deliverable. It also changes the level alewie of stan@ione selling prices required
separate deliverables by allowing an entity to mtkbest estimate of the stand-alone selling prfdde deliverables when more objective
evidence of selling price is not available. Impleriaion of this guidance is required no later tfiacal years beginning after June 15, 2010
this guidance may be applied prospectively to newaterially modified arrangements after the effectlate or retrospectively. Early
application is permitted. As the Company has nivachultiple element arrangements, the adoptiothisfauthoritative guidance will have no
material impact on its consolidated financial positor results of operations.

NOTE 2 AUCTION RATE SECURITIES

On December 31, 2009, the Company held total invessts in auction rate securities, or ARS, with ayadue of approximately $11.45
million, classified as trading securities and held)BS Financial Services, Inc. (UBS). The CompamyRS investments represented interests
in collateralized debt obligations supported bylpas student loans and none were collateralizethbytgage, credit card or insurance
securitizations. During 2008, the Company finaliteel details of its settlement agreement relatetdee ARS held at UBS and accepted the
terms for ARS Rights (the “ARS Rights”) for thedllid ARS holdings maintained at UBS as of Febru&y2008. The ARS Rights provided
the Company with the ability to sell the ARS, alomith the ARS Rights, to UBS at the par value & &RS no earlier than June 30, 2010 and
were to expire on July 2, 2012. The ARS Rights rdtUBS the sole discretion and right to sell dreotvise dispose of ARS at any time up
until June 30, 2010, so long as the holder receavesyment of par upon any sale or disposition. AR& Rights were not transferable, not
tradable and were not quoted or listed on any g&siexchange or any other trading network.

In addition, UBS also agreed that an affiliate vebptovide the Company with a no net-cost line efddr: Under the terms of the line of
credit agreements the Company received funds ireDber 2008 and March 2009 equivalent to 100% op#revalue of the Company’s ARS
investments, providing the Company with full ligitydfor all its investments in ARS held with UBSh@& line of credit agreements also
stipulated that proceeds from liquidation of theRrough redemption or otherwise, would first ppleed to the balance outstanding on the
line of credit. The Company exercised the ARS Rigirt June 30, 2010 and, after applying the procektte redemptions of those ARS
Rights, had no remaining investment in ARS or aalyility under the line of credit as of the dateeakrcise.

In 2008, recognizing that the ARS Rights act as@nomic hedge against any further price movenmetitdse ARS holdings, the
Company elected to account for the ARS Rights utfteefair value option to mitigate volatility inperted earnings due to the relationship
between the ARS Rights and the ARS. The Companystat] the ARS Rights to fair value at each findrstetement date with corresponding
changes in fair value reported in earnings. Sinmeitausly, the Company elected a one-time transfédreoARS covered under the settlement
agreement with UBS from the available-for-sale gatg to the trading category recognizing the unpdented failure of the entire market for
ARS. This election allowed any



movements in the fair value of the ARS to be regubit earnings, creating relative accounting symyneith the ARS Rights until the
settlement was realized. The ARS Rights were resmbed fair value and classified as short-term imests as of December 31, 2009.

As a result of its continuing analysis of fair valthe Company recorded no additional trading leleged to its trading securities or any
corresponding adjustment to the fair value of iBSARIights, prior to redemption on June 30, 201Giriguthe nine months ended
September 30, 2009, the Company recorded a gaipmbximately $4.1 million from the recovery of thier-than-temporary impairment that
the Company had recorded against investments witiggregate par value of $11.6 million, classifiscavailable-for-sale, that were redeemed
during 2009. Also, during the nine months ended&uaper 30, 2009, the Company recorded a gain abappately $0.2 million related to the
increased value of the ARS Rights due to the aafdtifunding received under the line of credit #melresulting elimination of any
performance risk associated with the settlemeradutition, the Company recorded the recovery of $fillion of previously recorded other-
than-temporary impairment losses related to $0IBomiin partial redemptions at par of its availedfbor-sale ARS investments during 2009.

NOTE 3 FAIR VALUE MEASUREMENTS

In determining fair value, the Company utilizedrieigues that optimized the use of observable inputen available, and minimized the
use of unobservable inputs to the extent possifsienormal trading activity within public marketsfARS ceased during the quarter ended
March 31, 2008 and had not resumed with any reigylarior to full redemption at June 30, 2010, theras an absence of observable market
quotes (level 1 inputs). Trading activity in thegedary markets for ARS was not sufficiently actaral the resulting data did not qualify as
appropriate level 2 inputs. Data points that wesglable did not technically qualify as level 2 uip and were characterized as unobservable
(level 3) inputs, along with other inputs includifagr value information provided by UBS on the Camp’'s ARS holdings with UBS (based on
percentage of collateralization, assessments oftequarty credit quality, default risk underlyirgetsecurity, the mix of FFELP loans and
private loans) and overall capital market liquidity

With the redemption of the Company’s ARS investragaee Note 2), assets measured at fair valug@cuaring basis consist only of
cash and cash equivalents of approximately $18S2ptember 30, 2010. Based on the short-term ligatdre of these assets, the fair value,
determined using level 1 inputs, is equivalenti®riecorded book value.

The following table summarizes the Companfdir value measurements using significant Levielits, and changes therein, for the 1
months ended September 30, 2010 (in thousands):

Balance as of December 31, 2( $11,45(
Redemptions (Note : (11,450
Sales on secondary marl —
Increase in fair value of ARS Rigt —
Realized gains on redempti —
Transfers in and/or out of Level —

Balance as of September 30, 2( $ —

NOTE4  STOCK-BASED COMPENSATION

The Company has a stock incentive plan, as ameftidedPlan”), under which stock options for 6,20@Ghares of the Company’s
common stock may be granted. Grants under therRéanbe made to employees (including officers),dors, consultants, advisors or other
independent contractors who provide services t@ihmpany or its subsidiary.

During the three months ended September 30, 2B8&0Company granted no stock options. During theetimonths ended September 30,
2009, the Company granted stock options to an grepland a non-employee director for the purcha&s @00 shares of its common stock
with a weighted-average exercise price of $4.94spare, a weightedverage grant date fair value of $3.42 per shadeaarintrinsic value as
September 30, 2010 of approximately $15,000.



During the nine months ended September 30, 20&0Ct&mpany granted stock options to employees aneemployee directors for the
purchase of 801,000 shares of its common stockhath options for 798,000 shares remain outstandiitig a weightedaverage exercise pri
of $2.95 per share, a weighted-average grant datedlue of $2.14 per share and an intrinsic valsief September 30, 2010 of approximately
$1.7 million. During the nine months ended Septem3@e 2009, the Company granted stock options tpleyees and non-employee directors
for the purchase of 863,290 shares of its commurkswith a weighted-average exercise price of $p&2share, a weighteticerage grant da
fair value of $1.27 per share and an intrinsic gas of September 30, 2010 of approximately $2liomi

Each option granted to employees and non-employeetdrs during the three and nine months endedeSdyer 30, 2010 and 2009 vests
as to 25% of the shares on each of the first, skdbird and fourth anniversary of the vesting canoement date. Following the vesting
periods, options are exercisable by employees thgtikarlier of 90 days after the employee’s teatiom with the Company or the ten-year
anniversary of the initial grant, subject to adjosnt under certain conditions. Following the vesieriods, options are exercisable by non-
employee directors until the earlier of 180 daysrahey cease to be a member of the Board of ireor the ten-year anniversary of the
initial grant, subject to adjustment under certanditions.

The Company utilizes the Black-Scholes-Merton viauramodel for estimating the fair value of thecdt@ptions granted. The table
below summarizes the assumptions utilized in estirgahe fair value of the stock options grantedmy the three months ended Septembe
2009 and the nine months ended September 30, 2@ILRAG9. No stock options were granted during lineet months ended September 30,
2010 and, accordingly, information for that perisdhot presented.

For the three months

ended September 3( For the nine months ended September 3
2009 2010 2009
Weighted average ri-free interest rat 2.51% 2.4% 1.78%
Weighted average expected life of opti 5 year: 5 year: 5 year:
Weighted average expected dividend yi 0% 0% 0%
Weighted average expected volatil 87.51% 94.4% 81.61%

The Company recorded compensation expense fohthe and nine months ended September 30, 201Ba3{589 and $1,497,043,
respectively, and compensation expense for the tne nine months ended September 30, 2009 of (A24nd $1,242,573, respectively, in
conjunction with option grants made to employeasmon-employee directors. As of September 30, 20E0Company had total unrecognized
compensation expense related to options grantethfdoyees and non-employee directors of approxign&g3 million, which it expects to
recognize over a remaining average period of larsye

As of September 30, 2010, there were 4,601,93@wptutstanding under the Plan with a weightedaggeeremaining contractual life of
7.0 years and a weighted average exercise priapmbximately $3.65 per share. Of these, optiong 823,088 shares had vested and were
exercisable at September 30, 2010 with a weightetage remaining contractual life of 5.8 years aweeighted average exercise price of
approximately $3.81 per share.

The aggregate intrinsic value is calculated aglifierence between the exercise prices of the uyidgrawards and the quoted closing
price of the common stock of the Company as of &aper 30, 2010 for those awards that have an eeepcice below the quoted closing
price. As of September 30, 2010, there were optiutstanding to purchase an aggregate of 3,29&H&@s with an exercise price below the
quoted closing price of the common stock of the Gany, resulting in an aggregate intrinsic valuemgbroximately $8.0 million. Of those,
options for 1,709,588 shares had vested and hademise price below the quoted closing price efdbmmon stock of the Company, resul
in an aggregate intrinsic value of approximatelyO$illion.

During the three and nine months ended Septembhe&03® and 2009, no options were exercised. Dulieqiine months ended
September 30, 2010, options for 12,000 shares fodieted by a former employee who resigned in kaby 2010.

NOTES5 LOSS PER SHARE

Basic net loss per common share is calculated\iglidg net loss by the weighted-average numbewoairmon shares outstanding for the
period, without consideration for potentially dilte securities. For the periods presented, bagic an
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diluted net loss per common share are identicaerRially dilutive securities from stock optionsdastock warrants would be antidilutive as the
Company incurred a net loss. The number of shdresromon stock potentially issuable at Septembe28@0 and 2009 upon exercise or
conversion that were not included in the computatibnet loss per share totaled 10,974,254 anB7%88 shares, respectively.

NOTE6 EXERCISE OF COMMON STOCK WARRANTS

In September 2010, a warrant holder exercisedigié to purchase 26,379 shares of the common stbttle Company, with an exercise
price of $2.62 per share, pursuant to a cashlemgiee whereby the Company, in a net share settigrissued 14,298 shares of its common
stock to the warrant holder based on the exced®eaharket price over the exercise price on the daexercise.

In September 2010, various warrant holders exeddiseir rights to purchase an aggregate of 7,088eshof the common stock of the
Company at an exercise price of $4.20 per shagupat to cash exercises whereby the Company retprdeeeds of approximately $30,000.

No warrants were exercised during the three ane mionths ended September 30, 2009.

NOTE 7 REGISTERED DIRECT SALE OF COMMON STOCK

On March 5, 2010, the Company raised gross procafeaisproximately $18.2 million through the sale6pf00,000 shares of its common
stock plus warrants for the purchase of 2,345,0@0es of its common stock. The warrants permihthlders to purchase the underlying
common shares at $2.79 each and are exercisableoie at any time, or in part from time to timeridg the period commencing six months
after the date of issuance and ending three yeamsthe date of issuance. These shares were offemsdant to the Company’s shelf
registration statement as filed with the SEC undach it could offer shares of its common stock anefferred stock, various series of debt
securities and/or warrants to purchase any of sachrities, either individually or in units, in oaemore offerings, up to a total dollar amount
of $60 million. Such registration statement becaffiective as of August 20, 2009. Upon completiothef publicly-marketed offering of
common stock in October 2010 (see Note 10), thexy@ma more securities available under this sheiisteation. In connection with this
offering, the Company paid commissions and othfariofg-related costs of approximately $1.5 million.

NOTE8 CONTROLLED EQUITY OFFERING

In July 2010, the Company filed the required docatm@nd became eligible to use an at-the-marketremmequity sales program for the
sale of up to 3,000,000 shares of common stoc8eltember 2010, the Company sold 634,500 shamuhon stock under this program
resulting in net proceeds, after expenses, of apately $2.9 million, or $4.49 per share. Thesarsh were offered pursuant to the
Company'’s shelf registration statement as filedhlie SEC under which it could offer shares o€dmmon stock and preferred stock, various
series of debt securities and/or warrants to pwelaay of such securities, either individuallyrounits, in one or more offerings, up to a total
dollar amount of $60 million. Such registrationtetaent became effective as of August 20, 2009. Wponpletion of the publicly-marketed
offering of common stock in October 2010 (see Ndlg there are no more securities available urdsrshelf registration.

NOTE 9 LICENSING AGREEMENTS

In March 2004, the Company entered into a licemggeament with Dr. M. Gopal Nair, Ph.D., of the Usnisity of South Alabama College
of Medicine, for the rights to use, produce, digite and market products derived from an inveribpir. Nair, claimed in US Patent #
5,912,251, entitled “metabolically inert anti-inflenatory and antitumor antifolates”, designatedhgy@ompany as CH-1504 and related
compounds. The license provides the Company exeusiorldwide (excluding India) rights for CH-15@4d related compounds. The
Company made an upfront payment in May 2004 of FiBDand milestone payments as required by theeagret of $100,000 each in March
2006 and 2005. In April 2007, the Company issue@4£® shares of its common stock, subject to tradéstrictions, at a value of
approximately $5.63 per share, in settlement ofpttf&0,000 annual milestone payment liability. Inrt482008, the Company made a milest
payment of $100,000 related to patient dosingfhase |l study as required by the agreement. lil 2p@8, the Company issued 30,612 sh
of its common stock, subject to trading restricsioat a value of approximately $4.90 per sharsettiement of the 2008 anniversary milestone
payment. In April 2009, the Company made the 20@8v&rsary milestone payment of $150,000. In Sep&@r2010, the Company accrued a
milestone payment of $100,000 related to patiestrapin
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a Phase Il study as required by the agreementCbhepany is obligated to pay royalties under theagrent until the later of the expiration of
the applicable patent or the applicable last datearket exclusivity after the first commercialesabn a country-by-country basis. There are no
minimum royalties required under the agreement. Cbhmpany is also obligated to make future potemiédstone payments based on the
achievement of specific development and regulaapproval milestones. Based on the Company’s cudevelopment plans for compounds
licensed under this agreement, approximately $illiomof payments may become due if specific ntibeges are achieved, subject to the
Company'’s right to terminate the license agreemaraddition, should the Company enter into anlménsing agreement, such payments
could be offset by revenue received from the scbrisee.

In May 2006, the Company entered into an agreemightDainippon Sumitomo Pharma Co., Ltd. (“DSP”y foworldwide, exclusive,
sub-licensable license and rights to certain ietdllal property and proprietary information (theS® Agreement”) relating to L-threo-3,4-
dihydroxyphenylserine (“L-DOPS” or “droxidopa”) ihaling, but not limited to all information, formulans, materials, data, drawings,
sketches, designs, testing and test results, reeord regulatory documentation. As consideratiornhfese rights, the Company paid DSP
$100,000 and issued 63,131 shares of its commaR,sidth a value of approximately $4.35 per share$274,621. As additional
consideration, the Company agreed to pay DSP aitd/designees (1) royalties on the sales shoutccampound be approved for commercial
sale, and (2) milestone payments, payable uporeaetrnient of milestones as defined in the DSP AgreeneFebruary 2008, the Company
made a milestone payment under the DSP Agreeme380df,000 related to patient dosing in a Phasgtuldy and has remaining potential
future milestone payments, subject to the Comparigts to terminate the DSP Agreement, totaling2$3nillion. The Company and DSP also
initiated, and the Company agreed to fund, acéigifocused on modifying the manufacturing capadsliof DSP in order to expand capacity
and comply with regulations and requirements ofRBA. Based on work performed by DSP as of Septerd®e2010, the Company had
recorded expense of approximately $3.3 million bad a remaining liability of $0.3 million at Septeen 30, 2010.

In conjunction with and as consideration for aciia related to the execution of the DSP AgreentetCompany entered into a Finder’s
Agreement with Paramount BioCapital, Inc. (“Param®u In May 2006, pursuant to the Finder's Agreemé¢he Company issued warrants for
the purchase of 250,000 shares of its common stbak exercise price of $4.31 per share. The eseegfithese warrants was conditioned o
event that occurred in January 2007 and, accongitige Company recorded a charge for the fair vafitbe warrants at January 2007 of
$433,750. The Company utilized the Black-Schaleston valuation model for estimating the fair valof the warrants at the date the cond
lapsed, based on a risk-free interest rate of 4, #f&xpected life of three years, an expectedieind yield of 0%, an expected volatility of
66.01% and no estimated forfeitures. As additi@oalsideration, the Company agreed to (1) makedunifestone payments to Paramount,
upon achievement of milestones as defined in thddfis Agreement, (2) pay royalties on sales shanidlicensed compound become
available for commercial sale, and (3) compensatated third-party consultant for services rendémehe evaluation of the transaction with
DSP. The Company has remaining potential futurestdne payments under the Finder’'s Agreement dd $05.

NOTE 10 SUBSEQUENT EVENTS

For the three and nine months ended Septembe020, the Company evaluated events that occurred &éptember 30, 2010, the
balance sheet date, through November 1, 2010 atectdat financial statements were issued.

On October 6, 2010, the Company raised gross pagaafeapproximately $40.3 million through the safé,214,286 shares of its
common stock in a publicly-marketed offering. Thebares were offered pursuant to the Company’$ sdgiktration statement, as amended
effective October 1, 2010 pursuant to Rule 462gbintrease the dollar amount of securities avalét sale, as filed with the SEC under
which it may offer shares of its common stock areferred stock, various series of debt securitieBa warrants to purchase any of such
securities, either individually or in units, in onemore offerings, up to a total dollar amoun$6f.,566,686. There are no more securities
available under this shelf registration. In coniwttvith the October 2010 offering, the Companydpammissions and other offering-related
costs of approximately $2.5 million, resulting ietproceeds to the Company of approximately $37l&m

In October 2010, various warrant holders exercibed rights to purchase an aggregate of 55,008eshaf the common stock of the
Company at an exercise price of $4.20 per shasupat to cash exercises whereby the Company retproeeeds of $231,000.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The statements contained in this Quarterly Reporfform 10-Q that are not historical are forwatdeking statements within the mear
of Section 27A of the Securities Act of 1933, asmated, and Section 21E of the Securities ExchangefA934, as amended, including
statements regarding the expectations, beliefeniitns or strategies regarding the future. Wendtéhat all forward-looking statements be
subject to the safe harbor provisions of the Pevaecurities Litigation Reform Act of 1995. In parar, this “Management’s Discussion and
Analysis of Financial Condition and Results of Ggems” includes forward-looking statements that reflectr current views with respect to
future events and financial performance. We usela/etich as w'expect,” “anticipate,” “believe,” and “intend” and similar expressions to
identify forward-looking statements. A number gfamant factors could, individually or in the ag@gate, cause actual results to differ
materially from those expressed or implied in amyhrd-looking statement, including those set fatider “Item 1A. Part 1A. Risk Factors”
in our Annual Report on Form 10-K for the year esh@ecember 31, 2009 and under “Part Il, ltem 1A"tbis report.

Overview

We are a development stage pharmaceutical compahgéeks to acquire, develop and commercializevistive products for the
treatment of a variety of human diseases. Ouregjyais to develop technologies that address impbrtlamet medical needs or offer improved,
cost-effective alternatives to current methodsedtment. Specifically, we are developing a nokietapeutic agent for the treatment of
symptomatic neurogenic orthostatic hypotensioM©H, and related conditions and diseases alongauittdevelopment of prescription
products for multiple autoimmune disorders inclgdiheumatoid arthritis, psoriasis, inflammatory lebdisease and cancer.

We are currently focusing the majority of our ddeyelopment resources on two clinical stage dewveésy projects: droxidopa for NOH
and related conditions and our portfolio of non-abelized antifolate compounds for the treatmemhefimatoid arthritis.

Droxidopa, our most advanced investigational prodaadidate, is an orally active synthetic precucgmorepinephrine. To be marketed
under the brand name Northera ™, droxidopa is beéwgloped for the treatment of symptomatic NOH igreurrently approved and marke:
in Japan for the treatment of symptomatic orthastatpotension, freezing of gait in Parkinson’sadise and intradialytic hypotension, or IDH.
During 2007, the U.S. Food and Drug AdministrationFDA, granted orphan drug status to NortherdaHertreatment of NOH and the
European Medicines Agency, or EMEA, granted orpimedicinal product designation for the treatmerpatients with pure autonomic failure
and patients with multiple systems atrophy. Norhsrcurrently in Phase 11l clinical trials design® support its registration in the United
States for the treatment of symptomatic NOH.

In September 2010, we announced that upon prelmiaalysis of Study 301, the second of our pivBtahse Il trials of Northera for
the treatment of symptomatic NOH, the study haditegirimary endpoint. Treatment with Northera pded clinically-meaningful and
statistically-significant improvement (p=0.003)spmptoms associated with NOH. Study results alsaveld that Northera was both safe and
very well tolerated. Patients randomized into thasible-blind, placebo-controlled study were evaddor symptomatic and functional
improvements using the orthostatic hypotension tipmsaire, or OHQ, that is specifically designeddte the severity of symptoms resulting
from low-blood pressure and the degree to whickergsymptoms interfere with a patient’s ability &fprm activities of daily living. In
addition to the symptomatic and functional benefigistered on the OHQ, the study validated Nosalseunique mechanism of action and
confirmed the preferential effect of Northera oansting systolic blood pressure, or SBP, versumgupBP, demonstrating a statistically-
significant improvement in standing SBP (p<0.0@&ative to placebo. The study was conducted un@gezial Protocol Assessment, or SPA,
granted by the FDA in February 2008, providing greement that the study design, including tria¢ sctinical endpoints and/or data analyses
is acceptable to support regulatory approval.

In 2009, we announced data from Study 302, thedirsur pivotal double-blind Phase Ill trials, dgged to compare Northera to placebo
for the treatment of symptomatic NOH. While stétily-significant benefits were shown across dirically-relevant assessment criteria
along with positive trends favoring Northera ondféhe 17 study endpoints providing
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significant supporting data for the use of Northerthe treatment of symptomatic NOH, the trial dist meet the primary endpoint of
demonstrating a statistically-significant improverheelative to placebo on Item 1 (dizziness ortighadedness) of the Orthostatic
Hypotension Symptom Assessment, or OHSA, scaleduhie double-blind phase of the trial. While thedy did not meet its primary
endpoint, additional analysis confirmed statisticalgnificant symptomatic benefit across five aally-relevant assessment criteria that ref
symptomatic improvements and corroborate otheratie symptom data. Data from the trial also supgabthe safety and tolerability of
droxidopa.

During the fourth quarter of 2009, we met with EH2A to obtain greater clarity about our options éompleting the planned clinical and
registration program for Northera after we annodnoeSeptember 2009 the failure of Study 302, aitial pivotal Phase lll trial, to meet its
primary endpoint. As a result of that meeting, BI¥A agreed to a change in the primary endpointanihcrease in enrollment of Study 301.
The FDA agreed that the revised primary endpoift¢ceed a more comprehensive global assessmehedinical benefit of Northera for the
treatment of symptomatic NOH in primary autononaiture, a heterogeneous population consisting tépts suffering from Parkinson’s
disease, multiple systems atrophy, pure autonoailieré, dopamine-R-hydroxylase deficiency and n@abetic autonomic neuropathy, and
would therefore be suitable for supporting a symatic claim. The FDA subsequently confirmed that 8PA originally awarded to Study 3
in 2008 remained in effect following the protocatendments approved by the FDA in December 2009.

The FDA also recommended that we submit a confionygtivotal study to support a new drug applicationNDA, filing and that such
study could be contained to a small, highly-enritH®mogeneous patient population. Based on thismenendation, we initiated a new
clinical trial, Study 306, in June of 2010. Stud¥63s a randomized, double-blind, placebo-contdhlieductiondesign Phase Il trial evaluati
up to 84 patients with symptomatic NOH associatét ®arkinson’s disease. The trial will be approaiety 12 weeks in duration and include
an initial, blinded dose titration period lasting 10 two weeks, after which all patients will conte into an 8-week double-blind treatment
period. The primary endpoint of the trial will Heetrelative improvement versus placebo in the Od@ppsite score. We expect top-line
results from Study 306 in the second quarter ofl2@ksuming favorable results, we anticipate filmDA with the FDA in the third quarter
of 2011.

In March 2010, we announced the results from oenty-four hour blood pressure monitoring study dgt805. Data from this study
indicate that Northera treatment resulted in a isbast and expected increase in systolic bloodspires or SBP, with patients experiencing a
mean increase in average SBP of 7.3 mmHg over @shehile on drug. Consecutive nocturnal SBP meamsants greater than 180 mmHg
lasting 3.5 hours or less were observed in only patients on drug treatment and one patient wtifldrag treatment. No serious adverse
events were reported during the conduct of thidystu

In May 2010, we announced the results from our {tamg safety extension study, Study 303. Top-lemutts from this study
demonstrated that prolonged treatment with drox@damvides clinically meaningful and durable synmpatic improvements in patients with
symptomatic NOH. The data further validates thatdhug is safe and well tolerated throughout thereded three-month dosing period.

In addition, at September 30, 2010, our Phaséalldf droxidopa, alone and in combination withlddopa, for the treatment of
fibromyalgia continues. This trial began in earB02 under approval from the United Kingdom’s Med&s and Healthcare Products
Regulatory AgencyOn July 1, 2010, we announced completion and félerautcome of an independent Data Monitoring Cotteaireview
of the safety and efficacy data from approximateif the patients expected to participate in tred.tin February 2010, we announced that an
investigator-led Phase Il study of droxidopa in tamation with carbidopa for the treatment of agutention deficit hyperactivity disorder, or
ADHD, had been initiated. In August 2010, we anraaththat an investigator-led, open label Phaseitlysof droxidopa for the treatment of
chronic fatigue syndrome, or CFS, had been iniliate

In addition to droxidopa, we are currently devetgpa portfolio of molecules for the treatment ofieas autoimmune/inflammatory
diseases. The most advanced platform is a portfiblinetabolically inert antifolate molecules engired to have potent anti-inflammatory and
anti-tumor activity to treat a range of immunolagidisorders, including two clinical stage prodoahdidates designated as CH-1504 and CH-
4051. In March 2009, we announced positive redrdts the completed Phase Il head-to-head clinidal of CH-1504 for the treatment of
rheumatoid arthritis, designed to compare the afficand tolerability of CH-1504 against methotrexaurrently the leading antifolate
treatment and standard of care for a broad rangérdrmal cell proliferation diseases. The prelamnanalysis showed comparable American
College of Rheumatology efficacy criteria, or ACREW70, response rates to patients treated withng2 0.50mg and 1.0mg of CH-1504
against patients treated with a standard 20mgdmse of methotrexate. In addition, the efficacbf-1504 was associated with improved
tolerability and reduced hepatotoxicity comparethwmethotrexate. We
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currently do not expect to conduct additional friat make further investments in the developme@tf1504 and plan to focus our clinical
resources on further development of CH-4051, tleerse clinical stage compound in this portfolio ahe more potent L-enantiomer of CH-
1504. In April 2009, we announced positive findifigsn our Phase | study of CH-4051, the L-isome€bf-1504. Data from this single and
multiple ascending dose study demonstrated thadQ%i- is safe and well tolerated up to a maximailgrated dose of 7.5mg.

Upon finalization and submission to the FDA of greposed protocol for our Phase Il study to com@ie4051 to methotrexate in
patients who have previously failed to show an adégjtherapeutic response to methotrexate in #fa¢gntent of rheumatoid arthritis, the age
requested additional detail from preclinical stsdieeviously submitted as part of our investigatiarew drug application, or IND, to support
our proposed dose range. In late July 2010, we gtdzhboth the requested preclinical data as wel aevised protocol for the Phase Il trial of
CH-4051 in rheumatoid arthritis and, in late Aug2810, the FDA approved our proposed Phase Il ffisils Phase |l study is a double-blind,
multiple-arm randomized study with a primary effigeendpoint of the ACR hybrid score that combinesitinuous scale of percentage
improvement with the well-known ACR20/50/70. Wetiatied patient enroliment in this trial in SeptemBé10.

Complementing our autoimmune/inflammatory prograra second platform consisting of a portfolio afrtipeutics targeting immune-
mediated inflammatory disorders and transplantattoown as our 1-3D portfolio. We currently havework underway related to this
portfolio.

Since inception we have focused primarily on orgeugi and staffing our company, negotiating in-lisielg agreements with our partners,
acquiring, developing and securing our proprietachnology, participating in regulatory discussiaith the FDA, the EMA and other
regulatory agencies and undertaking preclinicalgrand clinical trials of our product candidaM are a development stage company and
have generated no revenue since inception. We tantigipate generating any product revenue untll anless we successfully obtain
approval from the FDA or equivalent foreign regatgtbodies to begin selling our pharmaceutical adeteés although we could potentially
generate revenue by entering into strategic agretniecluding out-licensing, co-development or corpotion of our drug candidates.
Developing pharmaceutical products is a lengthyexmensive process. Even if we do not encountesraaéen safety issues or timing or other
delays during the course of developing our curyeitensed product candidates, we would not ardteipeceiving regulatory approval to
market any such products until, at the earliest22@ssuming FDA approval of Northera for marketinghe United States, we currently
anticipate launching the product and having ingelles or royalty revenue from it in the first geaiof 2012. Currently, development expenses
are being funded with proceeds from equity finagsiand, to a much lesser extent, through the isguaihour common stock pursuant to
option or warrant exercises. We completed equitgiricings in December 2004, February 2006, Marci7 280vember 2007, July 2009, Ma
2010 and October 2010. In addition, we receivedtma@l proceeds under a controlled equity offeriogsales made during September 2010.
To the extent we move our products into additiafiaical trials and expand our commercializationl amarketing efforts for droxidopa, our
need to finance operating costs will continue. Adamly, our success depends not only on the safietlyefficacy of our product candidates,
but also on our ability to finance the developmemd/or commercialization of the products (see “idiy and Capital Resources”).

Critical Accounting Policies

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

Use of Estimated he preparation of financial statements in confeymiith accounting principles generally acceptethia United States
of America requires management to make estimat@assumptions that affect the reported amountssta and liabilities and the disclosure
of contingent liabilities at the date of the fin&lstatements as well as the reported revenuegpenses during the reporting periods. On an
ongoing basis, management evaluates its estimategidgments. Management bases estimates on hateriperience and on various other
factors that it believes are reasonable underitbarastances, the results of which form the bamisrfaking judgments about the carrying ve
of assets and liabilities that are not readily appafrom other sources. Actual results might diffem these estimates under different
assumptions or conditions.

Research and Development Expetfi&esearch and development costs are expensed aethdlYe often contract with third parties to
facilitate, coordinate and perform agreed uponaedeand development activities. To ensure thatareh
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and development costs are expensed as incurresheasure expense based on work performed for therlyimdy contract, typically utilizing a
percentage-of-completion approach, and record fdegssets or accrue expenses on a monthly basssiébractivities based on the
measurement of liability from expense recognitiod ¢ghe receipt of invoices.

These contracts typically call for the paymentesdd for services at the initiation of the conteatd/or upon the achievement of certain
milestones. In the event that we prepay fees fiuréumilestones, we record the prepayment as ajgr@gset and amortize the asset into
research and development expense over the periim®the contracted research and developmentcesraire performed. Most fees are
incurred throughout the contract period and areergpd based on their percentage of completiompaiticular date.

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

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

Accounting for Stock-Based Compensatiée. account for our stock options and warrantsaitigj a fair value based method of
accounting. In determining the fair value of theigginstrument, we consider, among other fact@yshe risk-free interest rate, (ii) the
expected life of the options granted, (iii) theieiphated dividend yield, (iv) the estimated futwaatility of the underlying shares and
(v) anticipated future forfeitures. To determine tisk-free interest rate, we utilize the U.S. Breg yield curve in effect at the time of grant
with a term consistent with the expected life of awards. We estimate the expected life of theoogtgranted based on anticipated exercis
future periods assuming the success of our businedgl as currently forecasted. The expected diddeeflect our current and expected
future policy for dividends on our common stock. determine the expected stock price volatilitydar stock options, we examine historical
volatilities for industry peers closely relatedtihe current status of our business, but with sigffictrading history to be able to determine
volatility. Utilizing a weighted average calculatito account for the limited price history of otwek, we analyze the historical volatility of our
stock price in combination with the historical Wilty of the industry peers selected to determaneappropriate volatility factor. We plan to
continue to analyze the expected stock price \ityaiind expected term assumption at each graetammore historical data for our common
stock becomes available. Given our low historieé rof attrition and the senior nature of the rédesa significant portion of our employees,
had estimated that we would experience no forfegwr that our rate of forfeiture would be immatktd the recognition of compensation
expense for those options currently outstanding.r@sults of operations include non-cash compemsa&tkpense as a result of the issuance of
stock option grants utilizing this method. We exggeaecord additional non-cash compensation ex@énthe future, which might be
significant. Due to the limited amount of histotidata available to us, particularly with respecstock-price volatility, employee exercise
patterns and forfeitures, actual results couldediffom our assumptions.

Results of Operations
Three Months Ended September 30, 2010 and 2009

The table below sets forth, for the periods indidatertain items in our condensed consolidatedratnts of operations and other
pertinent financial and operating data.
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(in thousands, except percentages)

For the three

For the three

months ended months ended $ %
September 30, 201 September 30, 20C Increase Change
Research and development expe $ 7,42k $ 5,351 $2,06¢ 39%
Sales and marketing exper 424 714 (290 -41%
General and administrative expel 95t 1,01« (59 -6%
Interest incomt 19 32 (13) -41%
Interest expens 2 (42) 39 -95%

Research and development expelse®ased in the third quarter of 2010 when congé&reéhe same period of 2009. In December 2009
and during the nine months ended September 30, 28 8nnounced several updates related to our Phatieical and registration program
for Northera in symptomatic NOH. Based on the rssofl our meeting with the FDA in the fourth quardé€ 2009, much of our efforts during
2010 were focused on implementing the approvedgdsto and completing Study 301while also finafizihe plans for and initiating Study
306, our newest pivotal study. We incurred expeasssciated with these and other NOH programs gltinia quarter ended September 30,
2010, along with costs related to our ongoing Phias&l of droxidopa in fibromyalgia, costs redat to the Phase Il trial of our antifolates in
rheumatoid arthritis, including licensing fees, d@hd costs of manufacturing, packaging and labedpyyopriate clinical trial material for these
trials. For the quarter ended September 30, 20@9neurred significant expenses associated wittpougtal Phase Il clinical and registration
program for Northera in symptomatic NOH, along witists related to our ongoing Phase Il trial ofkdtfopa in fibromyalgia and final costs
related to Phase | and Phase Il trials of our alatiés. Also contributing to our expenses in batiqus were compensation and related costs.
As a percentage of operating expenses, researctieaetbpment costs were 84% for the three monttileceSeptember 30, 2010 and 76% for
the three months ended September 30, 2009.

From inception through September 30, 2010, cunudatsearch and development expenses related toajar research and
development projects were approximately $98.4 amiliind are detailed as follows:

Nine months endec Inception
September 30, Through September 3C
(in thousands) 2010 2009 2010
Antifolates $ 3,20( $ 1,90( $ 29,30(
Droxidopa 17,50( 18,10( 66,60(
1-3D — — 2,50(
$20,70( $20,00( $ 98,40(

Droxidopa.From inception through September 30, 2010, we padtsapproximately $66.6 million in research andeli@ment
expenses on droxidopa. Assuming we do not enteraintout-license, development or other collaboeatigreement with respect to this
compound, we estimate that subsequent to thatwateill need to incur approximately $25 million negiprimarily to complete our Phz
Il clinical program and submit a NDA, under thabd name Northera, to the FDA. In addition to tbmpletion of our ongoing pivotal
efficacy Study 306, this estimate also includesxodated to our ongoing extension safety studiegain pharmacokinetic studies and
regulatory activities for Northera. It excludeselise payments totaling $2.25 million to be madeeatime of the NDA filing and
approval. It also excludes $3 million in estimatikct costs for drug product to be purchased apéresed prior to regulatory approval
but which could be available for sale if regulatapproval is granted. Assuming FDA approval of Kera for marketing in the United
States, we currently anticipate launching the pcodand having initial sales or royalty revenue fribim the first quarter of 2012. In
addition to the spending requirements above, we f@apend up to approximately $0.4 million throdlyé end of 2010 and $3 million in
2011 for clinical proof of concept studies of daopa in other indications unrelated to the NOHs&gtion and commercialization
program.

Antifolates.From inception through September 30, 2010, we padtsapproximately $29.3 million in research andedigpment
expenses on our portfolio of antifolates. We cuiyetio not expect to conduct additional trials caka further investments in the
development of CH-1504 and plan to focus our céihiesources on further development of CH-4051s#deond clinical stage compound
in this portfolio and the more potent L-enantiorogr
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CH-1504. We currently intend to seek a partnerisgist us in the development of our antifolatesrafte completion of Phase Il proof-of-
concept studies for CH-4051 in rheumatoid arthritie expect interim safety and efficacy data ferldwer doses in this trial during the
second half of 2011 with final data in the firstflaf 2012 and estimate that we will spend appraatiety $15 million subsequent to
September 30, 2010 to complete this study. Assumimgpproval for marketing, we currently estimatenich of this product and initial
royalty revenue from it no sooner than 2015.

[-3D Portfolio. From inception through September 30, 2010, we padtsapproximately $2.5 million in research andedepment
expenses on the 1-3D portfolio of compounds. Weehmanducted compound discovery work on the podftditry and identify one or
more lead compounds. All of the work completedatedvas performed before 2008 and we do not expéatur significant additional
expenses for these compounds until we select agrast obtain additional financing.

Sales and marketing expens@dthough we have no formalized selling activitisales and marketing expenses decreased signijidan
the third quarter of 2010 when compared to the saenied of 2009 primarily related to approximat8850,000 of expenses incurred in 2009
for the planned commercialization and marketingvéigs of Northera based on anticipated positiesults for Study 302.

General and administrative expensireased slightly due to decreases in professamtalunting fees and travel expenses, partially
offset by an increase in insurance expense.

Interest income and interest expengd September 30, 2010, we had cash and cashagote of $18.2 million. The funding received
from our July 2009 financing allowed us to maintaihigher average cash level during the third guatt 2009 when compared to 2010. In
addition, the redemption of our investments in iunctate securities, or ARS, during the second tgnaf 2009 and the second quarter of 2010
and the loss of the premium interest rates forahiogestments also contributed to the decreasgenest income. Interest expense decreased a
the line of credit associated with our investmeémt&RS held at UBS was fully paid on June 30, 2010.

Nine Months Ended September 30, 2010 and 2009

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

(in thousands, except percentages)

For the nine For the nine
months ended months ended $ %
September 30, 201 September 30, 20C Increase Change

Research and development expe $ 20,69¢ $ 19,96( $ 73¢ 4%
Sales and marketing exper 1,34: 1,352 9 -1%
General and administrative expel 3,01¢ 3,03¢ (22) -1%
Interest incomt 18¢ 264 (76) -2S9%
Interest expens (70) (10¢) 38 -35%
Other income — 4,39( (4,390 -10C%

Research and development expeniseBecember 2009 and during the nine months enéetegber 30, 2010, we announced several
updates related to our Phase Il clinical and tegfion program for Northera in symptomatic NOHsBd on the results of our meeting with
FDA in the fourth quarter of 2009, much of our effoduring 2010 have been focused on implementiagapproved changes to and comple
Study 301 and finalizing the plans for and initigtiStudy 306, our newest pivotal study. We incuerpenses associated with these and other
NOH programs during the period, along with costatesl to our ongoing Phase Il trial of droxidopdibromyalgia, initial costs related to t|
Phase Il trial of our antifolates in rheumatoichatts and the costs of manufacturing, packaging)labeling appropriate clinical trial material
for these trials. We incurred significant expenise2009, primarily related to our extensive clifitasting programs, particularly, clinical
activities for droxidopa, including our pivotal Ralll trials in NOH and Phase Il trial in fibromgé. In addition, we incurred costs associe
with our Phase Il study of CH-1504 in rheumatoithatis,
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completed in March 2009, and our Phase | dosindystfi CH-4051, completed in April 2009. Other aittes contributing to expenses in 2009
include manufacture, formulation, labeling and @aytkg and regulatory costs. As a percentage ofatipgrexpenses, research and
development costs were 83% for the nine monthsceBeptember 30, 2010 and 82% for the same peri@d@4d. In addition, during the nine
months ended September 30, 2010, we incurred an$illién increase in compensation expenses reletedir research and development
activities.

Sales and marketing expenseédthough we have no formalized selling activitiges 2010 we incurred increases in sales and miacket
expenses for compensation and related expensgaamedtional costs that include conference spongmssiffset by decreases in legal
expenses related to our intellectual property andket research costs. During 2009, we incurred resgeeof a similar nature, with more market
research activity and less promotional activityntira2010.

General and administrative expensemained flat when comparing the nine months ei@gatember 30, 2010 to the same period of
2009. During 2010, we incurred small increasesoimgensation and related costs, computer and satagrenses and insurance expenses,
offset by decreases in professional fees for lagdlaccounting services and travel expenses.

Interest income and interest expengd September 30, 2010, we had cash and cashalgotg of $18.2 million. We received interest
income on ARS during the first six months of 20@0ARS that were redeemed on June 30, 2010 andgl2€i09 for ARS that were redeemed
in the second quarter of 2009 as well as thoseeradd in 2010. The decrease reflects the loss girgmaium interest rates for those
investments. Interest expense decreased as theflanedit associated with our investments in ARRItat UBS was fully paid on June 30,
2010.

Other incomeDuring the nine months ended September 30, 2009ewarded a gain of $4.4 million on the recoverpiviously
recorded impairment losses for ARS that were redglesh par and an increase in the fair value ofA® Rights.

Liquidity and Capital Resources

From inception to September 30, 2010, we have mduan aggregate net loss of approximately $12@lbmas a result of expenses
similar in nature to those described above.

As of September 30, 2010, we had working capitapyroximately $8.9 million including cash and casjivalents of approximately
$18.2 million and liabilities of $9.6 million. Wealve financed our operations primarily through safesur common stock and, to a much les
extent, through the issuance of our common stockyaunt to option or warrant exercises. Cash on hesults primarily from previous
financing activities offset by funds utilized foperating and investing activities.

On March 5, 2010, we raised gross proceeds of appedely $18.2 million through the sale of 6,70@M&hares of common stock plus
warrants for the purchase of 2,345,000 sharesmfroan stock in a registered direct offering pursuardur shelf registration statement filed
with the Securities and Exchange Commission theaine effective on August 20, 2009. Upon completibtihe publicly-marketed offering
discussed below, there are no more securitiesadtailinder this shelf registration. In connectiatihwhis offering, we paid commissions and
other offering-related costs of approximately $hilion.

In July 2010, we filed the required documents agchlne eligible to use an at-the-market common egales program for the sale of up
to 3,000,000 shares of common stock pursuant tatoelf registration statement filed with the Settesiand Exchange Commission that
became effective on August 20, 2009. In SeptemB&02we sold 634,500 shares of common stock umieptogram resulting in net
proceeds, after expenses for the program, of appedgly $2.9 million. Upon completion of the pulbjianarketed offering discussed below,
there are no more securities available under tie#f segistration.

In October 2010, we raised gross proceeds of appedgly $40.3 million through the sale of approxietg 8.2 million shares of comm:
stock in a publicly-marketed offering pursuant to shelf registration statement, as amended pursad®ule 462(b), as filed with the SEC. In
connection with this offering, we paid commissi@amsl other offering-related costs of approximatelysnillion. There are no more securities
available under this shelf registration.
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We invest our cash in a variety of financial instents in order to preserve principal and liquidtyile maximizing returns. To limit
market risk, investments are restricted to higHiguestruments with relatively short maturitiesciuding, but not limited to, fully liquid
interest-bearing money market accounts, certifcatedeposit and Treasury funds with a maturit@@tays or less.

During 2010, we successfully redeemed, at fullyzdune, all of our holdings in ARS. At December 2009, we held short-term
investments of $11.45 million, consisting of pripal invested in certain ARS and the fair valuehaf ARS Rights. Our investments in these
securities represented interests in collateraldegat obligations supported by pools of structunedlit instruments consisting of student loans.
None of the collateral for the ARS held by us imiedd mortgage, credit card or insurance securitinatiDuring the nine months enc
September 30, 2010, approximately $5.3 million af iovestments in ARS were redeemed at full paneaOn June 30, 2010, we exercised
right, as outlined under the settlement agreemé&htWBS, to sell the remaining ARS investments ghximately $6.2 million, along with
our ARS rights, to UBS at par value.

During the fourth quarter of 2008, we acceptedténms of the settlement agreement from UBS for Aghts for our illiquid ARS
holdings purchased from and maintained at UBS &®bfuary 13, 2008. The ARS Rights provided us w#ithability to sell the ARS, along
with the ARS Rights, to UBS at the par value of &S no earlier than June 30, 2010 and expiredun2] 2012. UBS also agreed that an
affiliate would provide us with a no netst line of credit for up to a portion of the matrkalue (as determined by UBS) of our ARS holdias
of October 31, 2008. In March 2009, the line ofdirevas amended to provide us with a credit lineto the full par value of our ARS
holdings at UBS and, accordingly, we had fully dnedown the line of credit and had recorded a cpoeding liability at December 31, 2009
of $11.47 million, including accrued interest. paid the line of credit with the proceeds fromemragtions during the nine months ended
September 30, 2010 and offset the remaining balahdene 30, 2010 with the exercise of our ARS Rigin June 30, 2010.

We have incurred negative cash flows from operatgnce inception. We have spent, and expect tbrne@nto spend, substantial
amounts in connection with implementing our busingsategy, including our planned product develapreéorts, our clinical trials, our
commercialization and marketing activities for Nanta and our efforts to secure opportunities fiatsgic alliances.

We believe that capital resources available ate®apér 30, 2010, when combined with net proceedgpfoximately $37.8 million from
our October 2010 public offering, anticipated prx® of approximately $8.5 million from the exeraidavarrants expiring in February 2011
and an assumed completion of an out-license agmefioreNorthera rights outside the North Americaarket will be sufficient to meet our
operating needs, including an increasing leveloofimercialization activity for Northera, into thesfi quarter of 2012.

Our continued operations depend on our abilityaiee funds through various potential sources, sisabquity and debt financing, the
exercise of warrants or strategic alliances. Strettegyic relationships or out-licensing arrangermsenight require us to relinquish rights to
certain of our technologies, product candidatgsroducts that we would otherwise seek to develogarmercialize ourselves. Such additic
funds might not become available on acceptablegeomat all, and there can be no assurance tlyadditional funding that we do obtain will
be sufficient to meet our needs.

From inception through September 30, 2010 we hsskloof $120.5 million. We had net losses of $&4ligon and $19.8 million for the
nine months ended September 30, 2010 and 200%atdsgy, and we anticipate losses to continueséueral years. Actual losses will depend
on a number of considerations including:

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

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

» seeking regulatory approval for our various prodiznididates

» the pace of commercialization and marketing efftotdNorthera;

» possible ot-licensing of our product candidatt

19



» the pace of development of new intellectual prop&mt our existing product candidate
* in-licensing and development of additional productdidates;

» implementing additional internal systems and infiacture; anc

» hiring additional personne

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

Off-Balance Sheet Arrangements

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

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

We invest our cash in a variety of financial ingtients in order to preserve principal and liquidityile maximizing returns and we do 1
invest in financial instruments or their derivasvier trading or speculative purposes. To minintieeexposure due to adverse shifts in interest
rates, we maintain investments of shorter matsrit@ur investment guidelines include security tygredit quality and maturity and are
intended to limit market risk by restricting ourv@stments to high quality debt instruments witlatigely short maturities. At September 30,
2010, a portion of our cash was maintained in mterest bearing accounts at federally insured irmnstitutions that, under the Temporary
Liquidity Guarantee Program, are fully insured bg Federal Deposit Insurance Corporation. In amluitive maintained funds on deposit that
were invested primarily in fully liquid interest-fiéng money market accounts, certificates of degosl Treasury funds with a maturity under
90 days. All deposits and investments to date haem made in U. S. dollars and, accordingly, havexposure to foreign currency rate
fluctuations.

Our interest income is sensitive to changes irgtreeral level of interest rates in the United Stgparticularly since our investments are
and will be in short-term investments. Currenthg teturns on such short-term, fully liquid caskestments are at historic lows. Accordingly,
we estimate that any sensitivity experienced dututduations of interest rates in the United Stdte such investments would have no mat
impact on our consolidated financial position asulés of operations.

Item 4. Controls and Procedures

Disclosure controls and procedures (as definedkoh&nge Act Rule 13a-15(e)) are designed only deige reasonable assurance that
they will meet their objectives that informatiorgtered to be disclosed in our Exchange Act repisrtecorded, processed, summarized and
reported within the time periods specified in tHeC3s rules and forms, and that such informatioacdsumulated and communicated to our
management, including our Chief Executive Officed &hief Financial Officer, as appropriate, to ailiimely decisions regarding required
disclosures. As of the end of the period coverethiz/report, we carried out an evaluation, untersupervision and with the participation of
our management, including our Chief Executive @ffiand Chief Financial Officer, of the effectives@d the design and operation of our
disclosure controls and procedures (as definedule R3a-15(e)) pursuant to Exchange Act Rule 13aBased upon that evaluation and sut
to the foregoing, our Chief Executive Officer andi€® Financial Officer have concluded that our thsare controls and procedures were
effective as of September 30, 2010.

Changes in Internal Control over Financial Reportirg.

Management has determined that, as of Septemb&030, no changes in our internal control overrfizial reporting occurred during ¢
fiscal quarter then ended that has materially &dfoor is reasonably likely to materially affeatir internal control over financial reporting.
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PART Il - OTHER INFORMATION

ltem 6. Exhibits

Exhibit Registrant's Exhibit Filed
Number Description of Document Form Dated Number Herewith
3.1 Certificate of Incorporation for Chelsea Therapeutnternational,

Ltd., as amended on June 1, 2C X
10.4 Chelsea Therapeutics International, Ltd. 2004 SRiek, as amended,

and forms of Notice of Stock Option Grant and St@gkion

Agreement, as amende X
31.1 Certification of Chief Executive Officer Pursuant$ection 302 of the

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

Sarbane-Oxley Act of 2002 X
32.1 Certification of Chief Executive Officer Pursuant$ection 906 of the

Sarbane-Oxley Act of 2002 X
32.2 Certification of Chief Financial Officer Pursuant$ection 906 of th

Sarbane-Oxley Act of 2002 X
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SIGNATURES

In accordance with the requirements of the Exchaxgef 1934, the registrant caused this repolig®igned on its behalf by the

undersigned, thereunto duly authorized.

Date: November 1, 2010
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Chelsea Therapeutics International, Ltd.

By: /s/J. Nick Riehle

J. Nick Riehle
Vice President, Administration ai
Chief Financial Office



Exhibit 3.1

CERTIFICATE OF AMENDMENT
OF
CERTIFICATE OF INCORPORATION
OF
CHELSEA THERAPEUTICS INTERNATIONAL, LTD.

The undersigned corporation, a corporation dulyanized and existing under the General Corporateom bof the State of Delaware (the
“Corporation”), does hereby certify that:

1.
2.

4.

The name of the Corporation is Chelsea Therapeltiesnational, Ltd

The amendment to the Corporars Certificate of Incorporation set forth below whgy adopted in accordance with the provisi
of Section 242 of the General Corporation Law &f 8tate of Delaware, and has been approved bydbkhelders of the
Corporation in accordance with Section 242 of tea&al Corporation Law of the State of Delaw.

The Corporation’s Certificate of Incorporatiahiereby amended by deleting the text of Article$éction 1 in its entirety and
replacing it with the following

“Section 1. Authorized Share§he Corporation shall have authority to issue Boadred Five Million (105,000,000) shares
of capital stock, of which One Hundred Million (1000,000) shares shall be designated Common St@cknimon Stock”), par
value $0.0001 per share, and of which Five Mill{r000,000) shares shall be designated Prefermak $tPreferred Stock”),
$0.0001 par value per share.”

This Certificate of Amendment shall be effectiveongiling.

IN WITNESS WHEREOF, Chelsea Therapeutics IntermatioLtd. has caused this Certificate of Amendnterite executed by the
undersigned officer, on this thetl day of June 2010

CHELSEA THERAPEUTICS INTERNATIONAL, LTD

/s/ Simon Pedder
Simon Pedder, Preside




Exhibit 3.1

CERTIFICATE OF AMENDMENT
OF
CERTIFICATE OF INCORPORATION
OF
CHELSEA THERAPEUTICS INTERNATIONAL, LTD.

The undersigned corporation, a corporation dulyanized and existing under the General Corporateom of the State of Delaware (the
“Corporation”), does hereby certify that:

1. The name of the Corporation is Chelsea Therapelniesnational, Ltd

2.  The amendment to the Corpora’s Certificate of Incorporation set forth below vehgdy adopted in accordance with the provisi
of Section 242 of the General Corporation Law &f 8tate of Delaware, and has been approved bydbkhelders of the
Corporation in accordance with Section 242 of tem&al Corporation Law of the State of Delaw.

The Corporation’s Certificate of Incorporation sréby amended by deleting the text of Article I'écfon 1 in its entirety
and replacing it with the following:

“Section 1. Authorized Share§he Corporation shall have authority to issueysSkive Million (65,000,000) shares of
capital stock, of which Sixty Million (60,000,008hares shall be designated Common Stock (“Commuek3f par value
$0.0001 per share, and of which Five Million (5,@@M) shares shall be designated Preferred Stétkfgrred Stock™),
$0.0001 par value per share.”

4.  This Certificate of Amendment shall be effectiveongiling.

IN WITNESS WHEREOF, Chelsea Therapeutics IntermatioLtd. has caused this Certificate of Amendnterite executed by the
undersigned officer, on this the 28 day of May 2009

CHELSEA THERAPEUTICS INTERNATIONAL, LTD

/s/ Simon Pedde
Simon Pedder, Preside




CERTIFICATE OF INCORPORATION
OF
CHELSEA THERAPEUTICS INTERNATIONAL, LTD.

The undersigned, for the purpose of incorporatimg) @ganizing a corporation under the General Qaitjn Law of the State of
Delaware, does hereby execute this Certificateodiporation and does hereby certify as set foethv.

ARTICLE I.
The name of the corporation is “Chelsea Therapgiiternational, Ltd.” (the “Corporation”).
ARTICLE II.

The address of the Corporation’s registered offidde State of Delaware is 15 East North Streethé City of Dover, Kent County,
Delaware 19901. The name of its registered agesuct address is Incorporating Services, Ltd.

ARTICLE IIl.

The purpose for which the Corporation is organizetth engage in any lawful act or activity for whicorporations may be organized
under the General Corporation Law of the State eltidare.

ARTICLE IV.

Section 1. Authorized Share3he Corporation shall have authority to issugyPillion (50,000,000) shares of capital stock vdfich
Forty-Five Million (45,000,000) shares shall beigeated Common Stock (“Common Stock”), par valué801 per share, and of which Five
Million (5,000,000) shares shall be designatedd?retl Stock (“Preferred Stock”), $0.0001 par vaeeshare.

Section 2. Preferred Stock he Preferred Stock may be issued from timente fin one or more series. The Board of Directorthef
Corporation is authorized to determine or alterdividend rights, dividend rate, conversion righsting rights, rights and terms of redemption
(including sinking fund provisions, if any), thedemption price or prices, the liquidation prefeesand other designations, powers,
preferences and relative, participating, optiomadtber special rights, if any, and the qualifioas, limitations and restrictions granted to or
imposed upon any wholly unissued series of PradeBteck, and to fix the number of shares of aniesesf Preferred Stock (but not below the
number of shares of any such series then outstghi



Section 3. Voting of Share€xcept as otherwise provided by law, or by trsohation or resolutions adopted by the Board oEbliors
designating the rights, powers and preferencesy#taries of Preferred Stock, the Common StocH blagke the exclusive right to vote for the
election of directors and for all other purposesutrich stockholders are entitled to vote. EachelodiCommon Stock shall have one vote, and
the Common Stock shall vote together as a singlescNo stockholder shall be entitled to exeragergght of cumulative voting.

ARTICLE V.

The Corporation reserves the right at any time,faom time to time, to amend, alter, change or atpay provision contained in this
Certificate of Incorporation, and other provisi@nghorized by the laws of the State of Delawathatime in force may be added or inserted,
in the manner now or hereafter prescribed by law; &l rights, preferences and privileges of whaetgo nature conferred upon stockholders,
directors or any other persons whomsoever by amlipat to this Certificate of Incorporation iniesent form or as hereafter amended are
granted subject to the rights reserved in thischeti

ARTICLE V1.

Section 1. Elimination of Certain Liability of Diceors. A director of the Corporation shall not be pewdbnliable to the Corporation or
its stockholders for monetary damages for breadido€iary duty as a director, except to the exgnth exemption from liability or limitation
thereof is not permitted under the General Corpamdtaw of the State of Delaware as the same eaistsay hereafter be amended.

Any repeal or modification of the foregoing parggrahall not adversely affect any right or proteetdf a director of the Corporation
existing hereunder with respect to any act or oimissccurring prior to such repeal or modification.

Section 2. Indemnification and Insurance

(a) Right to Indemnification Each person who was or is made a party or istened to be made a party to or is involved in any
action, suit or proceeding, whether civil, criminatiministrative or investigative (hereinafter adpeeding”), by reason of the fact that he or
she, or a person of whom he or she is the legatseptative, is or was a director or officer of @@rporation or is or was serving at the request
of the Corporation as a director, officer, emplopeagent of another corporation or of a partngrgbint venture, trust or other enterprise,
including service with respect to employee bergfihs, whether the basis of such proceeding igedl@ction in an official capacity as a
director, officer, employee or agent or in any ottepacity while serving as a director, officer,pdoyee or agent, shall be indemnified and |
harmless by the Corporation to the fullest extertharized by the General Corporation Law of thaeStd Delaware, as the same exists or may
hereafter be amended (but, in the case of anyameimdment, to the fullest extent permitted by lamy to the extent that such amendment
permits the Corporation to provide broader indeioatfon rights than said law
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permitted the Corporation to provide prior to sachendment), against all expense, liability and (osduding attorneys’ fees, judgments,
fines, amounts paid or to be paid in settlemerd,etise taxes or penalties arising under the Eyegld®Retirement Income Security Act of
1974) reasonably incurred or suffered by such peirs@onnection therewith and such indemnificasball continue as to a person who has
ceased to be a director, officer, employee or agedtshall inure to the benefit of his or her hegrecutors and administrators; provided
however, that, except as provided in paragraph (b) heteefCorporation shall indemnify any such persakigy indemnification in
connection with a proceeding (or part thereof)anéd by such person only if such proceeding (ot theereof) was authorized by the Board.
The right to indemnification conferred in this Sentshall be a contract right and shall includeright to be paid by the Corporation the
expenses incurred in defending any such proceediagvance of its final disposition; providelowever, that, if the General Corporation L
of the State of Delaware requires, the paymentiofi xpenses incurred by a director or officerigndn her capacity as a director or officer
(and not in any other capacity in which service wais rendered by such person while a directafficer, including, without limitation,
service to an employee benefit plan) in advandd®final disposition of a proceeding, shall be madly upon delivery to the Corporation of
an undertaking, by or on behalf of such directoofficer, to repay all amounts so advanced if @lshltimately be determined that such dire
or officer is not entitled to be indemnified undbis Section or otherwise. The Corporation mayabton of the Board, provide indemnificat
to employees and agents of the Corporation wittsétme scope and effect as the foregoing indemtidita

(b) Right of Claimant to Bring Suitlf a claim under paragraph (a) of this Sectiondspaid in full by the Corporation within thirty
days after a written claim has been received byCiigoration, the claimant may at any time thesgdfting suit against the Corporation to
recover the unpaid amount of the claim and, if sastul in whole or in part, the claimant shall béted to be paid also the expense (including
reasonable attorneys’ fees) of prosecuting sudmclashall be a defense to any such action (athen an action brought to enforce a claim for
expenses incurred in defending any proceedingvarazk of its final disposition where the requirediertaking, if any is required, has been
tendered to the Corporation) that the claimantimsnet the standards of conduct which make it gsifsle under the General Corporation
Law of the State of Delaware for the Corporatiointbemnify the claimant for the amount claimed, th& burden of proving such defense <
be on the Corporation. Neither the failure of th@gration (including its Board, independent legmlinsel, or its stockholders) to have made a
determination prior to the commencement of suciovadhat indemnification of the claimant is profpethe circumstances because he or she
has met the applicable standard of conduct sét forthe General Corporation Law of the State ofaldare, nor an actual determination by the
Corporation (including its Board, independent legalinsel, or its stockholders) that the claimastiat met such applicable standard of
conduct, shall be a defense to the action or ceatesumption that the claimant has not met tiplicgble standard of conduct.

(c) NonExclusivity of Rights. The right to indemnification and the payment xjp@nses incurred in defending a proceeding in
advance of its final disposition conferred in tBisction shall not be exclusive of any other rightals any person may have or hereafter
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acquire under any statute, provision of the Cest# of Incorporation, Bylaw, agreement, vote otkholders or disinterested directors or
otherwise.

Section 3. InsuranceThe Corporation may maintain insurance, at ifge@se, to protect itself and any director, offieenployee or agent
of the Corporation or another corporation, parthigrgoint venture, trust or other enterprise agaany such expense, liability or loss, whether
or not the Corporation would have the power to mdiy such person against such expense, liabilitpss under the General Corporation L
of the State of Delaware.

ARTICLE VII.

In furtherance and not in limitation of the poweohferred by the laws of the State of Delaware BRbard of Directors of the Corporati
is expressly authorized to make, alter and refeaBllaws of the Corporation, subject to the poafehe stockholders of the Corporation to
alter or repeal any Bylaw whether adopted by themtloerwise.

ARTICLE VIII.

The Corporation shall be governed in all mannerras@ects by the provisions of Section 203 of tetaldare General Corporation Law
(“Section 203"); provided, however, that in no caball Jason Stein, Michael Weiser, the Rosenwa@d Zamily Trust, the Lindsay A.
Rosenwald 2000 (Delaware) Irrevocable Indentur€raét, the Lindsay A. Rosenwald Alaska Irrevocdhlienture of Trust, the Lindsay A.
Rosenwald Rhode Island Irrevocable Indenture o&ffon the Lindsay A. Rosenwald Nevada Irrevocabtiehture of Trust, or any successc
all or substantially all of their assets, or anfjliate thereof (collectively, the “Investors”), @ny person or entity to which any Investor sells,
distributes or otherwise transfers Common Stodjargless of the total percentage of Common Stoakeovby the Investors or such person or
entity, be deemed an “interested stockholder” for purpose whatsoever under Section 203, providaithe foregoing provision shall not
apply with respect to any transferee who purchakases of Common Stock (i) pursuant to an undeemiboroadly distributed public offering
or (i) in a transaction effected through a brogarsuant to Rule 144 promulgated under Sectiondf(flje Securities Act of 1933, as amended.

ARTICLE IX.
The name and mailing address of the incorporatmaarfollows:

Jeffrey M. Smith

Wyrick Robbins Yates & Ponton LLP
4101 Lake Boone Trail, Suite 300
Raleigh, North Carolina 27607

The powers of the incorporator are to terminatenufilimg of this Certificate of Incorporation witthe Secretary of State of the State of
Delaware.



The undersigned incorporator hereby acknowledgesthie foregoing Certificate of Incorporation is hict and deed and that the facts
stated herein are true.

Dated: June 17, 2005

Jeffrey M. Smith, Incorporatc



Exhibit 10.4

CHELSEA THERAPEUTICS INTERNATIONAL, LTD.
2004 STOCK PLAN, AS AMENDED

Approved by the Board: January 19, 2010
Approved by the Stockholders: May 26, 2010

1. Purpose The purpose of 2004 Stock Plan, as amended (#t&n”) of Chelsea Therapeutics International, Ltd. (tH@ompany”) is
to increase shareholder value and to advance theegts of the Company by furnishing a varietyadfreomic incentives (Incentives”)
designed to attract, retain and motivate employeiesctors and consultants. Incentives may corsispportunities to purchase or receive
shares of Common Stock, $0.0001 par value, of tragzany (“Common Stock”) on terms determined under this Plan.

2. Administration. The Plan shall be administered by a committeb@Board of Directors of the Company (thEdmmittee”). The
Committee shall consist of not less than two daescbf the Company who shall be appointed from tioneéme by the board of directors of the
Company. Each member of the Committee shall beoa-#mployee director” within the meaning of Ruldi®Hof the Exchange Act of 1934,
as amended (together with the rules and regulapoorsulgated thereunder, th&%change Act”), and an “outside director” as defined in
Section 162(m) of the Internal Revenue Code of 188Gmended (theCode”). The Committee shall have complete authority to raeitee all
provisions of all Incentives awarded under the Rénconsistent with the terms of the Plan), terpret the Plan, and to make any other
determination which it believes necessary and athlésfor the proper administration of the Plan. Toenmittee’s decisions and matters
relating to the Plan shall be final and conclugsiveghe Company and its participants. No membeh@Qommittee will be liable for any action
or determination made in good faith with respedhtPlan or any Incentives granted under the Hlaa.Committee will also have the
authority under the Plan to amend or modify thenteof any outstanding Incentives in any manneryiges, however, that the amended or
modified terms are permitted by the Plan as thesffiect and that any recipient of an Incentive adely affected by such amended or modified
terms has consented to such amendment or modificatio amendment or modification to an Incentivayéver, whether pursuant to this
Section 2 or any other provision of the Plan, W#ldeemed to be a re-grant of such Incentive fggqgmes of this Plan (notwithstanding that
such amendment or modification may be deemed #rimv grant of an incentive stock option, as seo is defined in Section 422 of the
Code, under the Code). If at any time there is omRittee, then for purposes of the Plan the teroni@ittee” shall mean the Company’s
Board of Directors.

3. Eligible Participants Employees of the Company or its subsidiaried\foliog officers and employees of the Company or its
subsidiaries), directors and consultants, advisorther independent contractors who provide sesvio the Company or its subsidiaries
(including members of the Company’s scientific advy board) shall become eligible to receive Ineestunder the Plan when designated by
the Committee. Participants may be designated iithalaly or by groups or categories (for example ply grade) as the Committee deems
appropriate. Participation by officers of the Comypar its subsidiaries and any performance objestielating to such officers must be
approved by the Committee. Participation by otlaed any performance objectives relating to otheag be approved by groups or categories
(for example, by pay grad




and authority to designate participants who areoffaters and to set or modify such targets mayélegated.

4. Types of Incentivesincentives under the Plan may be granted in ayas a combination of the following forms: (a) émtive stock
options and non-statutory stock options (Sectigr{l§)stock appreciation rights SARs”) (Section 7); (c) stock awards (Section 8);
(d) restricted stock (Section 8); and (e) perforogashares (Section 9). Only employees of the Coynghlall be entitled to receive incentive
stock options under Section 422 of the Code.

5. Shares Subiject to the Plan

5.1. Number of SharesSubject to adjustment as provided in Section,thé&number of shares of Common Stock which may be
issued under the Plan is 6,200,000 shares of Con8tamk. Of such aggregate number of shares of CanBback that may be issued
under the Plan, the maximum number of shares thgthm issued as incentive stock options under @edf2 of the Code is 6,200,000.
Any shares of Common Stock available for issuarsc@e@entive stock options may be alternatively éssas other types of Incentives
under the Plan. Shares of Common Stock that anedsgnder the Plan or that are subject to outstgrdicentives will be applied to
reduce the maximum number of shares of Common Stukining available for issuance under the Plan.

5.2. Cancellation To the extent that cash in lieu of shares of Comi&tock is delivered upon the exercise of an SARy=ant to
Section 7.4, the Company shall be deemed, for pepof applying the limitation on the number ofresato have issued the greater of
the number of shares of Common Stock which it weiled to issue upon such exercise or on the éseaf any related option. In the
event that a stock option or SAR granted hereuaxlpires or is terminated or canceled unexercisethweested as to any shares of
Common Stock, such shares may again be issued tihePfan either pursuant to stock options, SARswerwise. In the event that
shares of Common Stock are issued as restrictell etqpursuant to a stock award and thereaftefoafeited or reacquired by the
Company pursuant to rights reserved upon issudraredf, such forfeited and reacquired shares maindge issued under the Plan, ei
as restricted stock, pursuant to stock awardskhmratise. Shares of Common Stock which are withtejghy the exercise price of an
option and/or any related withholding obligatiohslé again be available for issuance under the.FAlae Committee may also determine
to cancel, and agree to the cancellation of, stgtlons in order to make a participant eligible tee grant of a stock option at a lower
price than the option to be canceled.

6. Stock Options A stock option is a right to purchase shares@h@on Stock from the Company. The Committee maigdease
whether an option is to be considered an incerstivek option or a non-statutory stock option. Te ¢ixtent that any incentive stock option
granted under the Plan ceases for any reason liflycggman “incentive stock option” for purposesSdction 422 of the Code, such incentive
stock option will continue to be outstanding forpases of the Plan but will thereafter be deemdakta non-statutory stock option. Each stock
option granted by the Committee under this Plati dleasubject to the following terms and conditio



6.1. Price. The option price per share shall be determinethbyCommittee, subject to adjustment under Sedtio6.

6.2. Number. The number of shares of Common Stock subjedtemption shall be determined by the Committeejestitbo
adjustment as provided in Section 11.6. The nurobshares of Common Stock subject to a stock ol be reduced in the same
proportion that the holder thereof exercises a 4Ry SAR is granted in conjunction with or reldt® the stock option.

6.3. Duration and Time for Exercis&ubject to earlier termination as provided int®ecl11.4 and except for incentive stock opt
which shall be subject to the provisions of Sectds the term of each stock option shall be detegthby the Committee but shall not
exceed ten years from the date of grant. Each stpti&n shall become exercisable at such timeneegdiduring its term as shall be
determined by the Committee at the time of grahe Tommittee may accelerate the exercisabilityngfsiock option.

6.4. Manner of ExerciseSubject to the conditions contained in this Rlad in the agreement with the recipient evidensingh
option, a stock option may be exercised, in whole @art, by giving written notice to the Compaspgcifying the number of shares of
Common Stock to be purchased and accompanied bultlmirchase price for such shares. The exemmime shall be payable (a) in
United States dollars upon exercise of the optimhraay be paid by cash; uncertified or certifiedat bank draft; (b) at the discretion
the Committee, by delivery of shares of Common IStbat are already owned by the participant in paytof all or any part of the
exercise price, which shares shall be valued fisrgbrpose at the Fair Market Value on the daté sytion is exercised; or (c) at the
discretion of the Committee, by instructing the @amy to withhold from the shares of Common Stoskiable upon exercise of the st
option shares of Common Stock in payment of aliror part of the exercise price and/or any relatgdhaslding tax obligations, which
shares shall be valued for this purpose at theMaiket Value or in such other manner as may bleasized from time to time by the
Committee. The shares of Common Stock deliverethéyarticipant pursuant to Section 6.4(b) musthaasen held by the participant
a period of not less than six months prior to tkereise of the option, unless otherwise determimethe Committee. Prior to the issua
of shares of Common Stock upon the exercise afeksiption, a participant shall have no rights abareholder. Except as otherwise
provided in the Plan, no adjustment will be madedigidends or distributions with respect to sutdck options as to which there is a
record date preceding the date the participantrhesdhe holder of record of such shares, excefpea€ommittee may determine in its
discretion.

6.5. Incentive Stock OptiondNotwithstanding anything in the Plan to the cantr the following additional provisions shall appb
the grant of stock options which are intended talifpas incentive stock options (as such termefiretd in Section 422 of the Code):

(a) To the extent that the aggregate Fair Markdu&/édetermined as of the time the option is grdntd the shares of
Common Stock with respect to which incentive stopkons are exercisable for the first time by aaytigipant during an'




calendar year (under the Plan and any other in@stock option plans of the Company or any subsjdbr parent corporation of
the Company) shall exceed $100,000, such excefispof the incentive stock options will be treateiNon-Statutory Stock
Options; provided that this provision shall havefoxwe or effect to the extent that its inclusiarthie Plan is not necessary for the
Incentive to qualify as incentive stock optionsquant to Section 422 of the Code. The determinatitiroe made by taking
incentive stock options into account in the ordewhich they were granted.

(b) Any incentive stock option certificate auth@dzunder the Plan shall contain such other provssas the Committee shall
deem advisable, but shall in all events be condistéth and contain all provisions required in arttequalify the options as
incentive stock options.

(c) All incentive stock options must be grantedhivitten years from the earlier of the date on whiids Plan was adopted by
board of directors or the date this Plan was apatdyy the Company’s shareholders.

(d) Unless sooner exercised, all incentive stodioap shall expire no later than 10 years afterdée of grant. No incentive
stock option may be exercisable after ten (10)yy&am its date of grant (or five (5) years fromdlate of grant if, at the time the
incentive stock option is granted, the Participamibs, directly or indirectly, more than 10% of tieéal combined voting power of
all classes of stock of the Company or any parestibsidiary corporation of the Company).

(e) The exercise price for incentive stock optishall be not less than 100% of the Fair Market ¥alfithe Common Stock
subject thereto on the date of grant; provided tiraiexercise price shall be 110% of the Fair Miavi@ue if, at the time the
incentive stock option is granted, the participanns, directly or indirectly, more than 10% of toéal combined voting power of
all classes of stock of the Company or any parestibsidiary corporation of the Company.

7. Stock Appreciation RightsAn SAR is a right to receive, without paymenthe Company, a number of shares of Common Stosk, ca
or any combination thereof, the amount of whictesermined pursuant to the formula set forth inti8ac7.4. An SAR may be granted (a) with
respect to any stock option granted under this,R#éiner concurrently with the grant of such stogkion or at such later time as determined by
the Committee (as to all or any portion of the sBasf Common Stock subject to the stock optionfbpalone, without reference to any related
stock option. Each SAR granted by the Committeesuthis Plan shall be subject to the following teramd conditions:

7.1. Number; Exercise Pricdeach SAR granted to any participant shall refateuch number of shares of Common Stock as shall
be determined by the Committee, subject to adjust@ae provided in Section 11.6. In the case of AR §ranted with respect to a stock
option, the number of shares of Common Stock teivttie SAR pertains shall be reduced in the samgoption that the holder of the
option exercises the related stc




option. The exercise price of an SAR will be detieied by the Committee, in its discretion, at theed# grant but may not be less than
100% of the Fair Market Value of the shares of Cami8tock subject thereto on the date of grant.

7.2. Duration Subject to earlier termination as provided intleecl1.4, the term of each SAR shall be determimethe
Committee but shall not exceed ten years and opérdin the date of grant. Unless otherwise providgdhe Committee, each SAR st
become exercisable at such time or times, to sxigmeand upon such conditions as the stock opifi@my, to which it relates is
exercisable. The Committee may in its discretioretarate the exercisability of any SAR.

7.3. Exercise An SAR may be exercised, in whole or in partgbying written notice to the Company, specifying tiumber of
SARs which the holder wishes to exercise. Uponipt@é such written notice, the Company shall, witB0 days thereafter, deliver to
exercising holder certificates for the shares of@mn Stock or cash or both, as determined by threr@itiee, to which the holder is
entitled pursuant to Section 7.4.

7.4. Payment Subject to the right of the Committee to deligash in lieu of shares of Common Stock (whicht agiitains to
officers and directors of the Company, shall compith all requirements of the Exchange Act), thenber of shares of Common Stock
which shall be issuable upon the exercise of an Si& be determined by dividing:

(a) the number of shares of Common Stock as towithie SAR is exercised multiplied by the amounthef appreciation in
such shares (for this purpose, the “appreciatitiall de the amount by which the Fair Market Val@ighe shares of Common Stock
subject to the SAR on the exercise date exceedas (¢ case of an SAR related to a stock optioa exercise price of the shares of
Common Stock under the stock option or (2) in thgecof an SAR granted alone, without referencertdaded stock option, an
amount which shall be determined by the Committebeatime of grant, subject to adjustment undextiSe 11.6); by

(b) the Fair Market Value of a share of Common kit the exercise date.

In lieu of issuing shares of Common Stock uponetkercise of a SAR, the Committee may elect to payhblder of the SAR cash
equal to the Fair Market Value on the exercise datny or all of the shares which would othervbigeissuable. No fractional shares of
Common Stock shall be issued upon the exercise 84R; instead, the holder of the SAR shall betletito receive a cash adjustment
equal to the same fraction of the Fair Market Valfia share of Common Stock on the exercise datie purchase the portion necessary
to make a whole share at its Fair Market Valuehendate of exercise.

8. Stock Awards and Restricted Stock stock award consists of the transfer by the Gamny to a participant of shares of Common St
without other payment therefor, as additional congagion for services to the Company. The partidipaceiving a stock award will have all
voting, dividend, liquidation and other rights withspect to the shares of Common Stock issuegéstiipant as a stock award under this
Section 8 upon the participant becoming the hotdeecord




of such shares. A share of restricted stock canefsshares of Common Stock which are sold or fesired by the Company to a participant .
price determined by the Committee (which price ldb@lat least equal to the minimum price requirg@pplicable law for the issuance of a

share of Common Stock) and subject to restrict@mmtheir sale or other transfer by the participatich restrictions and conditions may be
determined by the Committee as long as such réstricand conditions are not inconsistent withtdrens of the Plan. The transfer of Comn
Stock pursuant to stock awards and the transfesaledof restricted stock shall be subject to dikeding terms and conditions:

8.1. Number of SharesThe number of shares to be transferred or solthéy¥Company to a participant pursuant to a stekra or
as restricted stock shall be determined by the Cittexn

8.2. Sale Price The Committee shall determine the price, if atyyvhich shares of restricted stock shall be solgranted to a
participant, which may vary from time to time andang participants and which may be below the Fairkdt Value of such shares of
Common Stock at the date of sale.

8.3. Restrictions All shares of restricted stock transferred oddwreunder shall be subject to such restrictigritia Committee
may determine, including, without limitation anyalt of the following:

(a) a prohibition against the sale, transfer, péedigother encumbrance of the shares of restrgttk, such prohibition to
lapse at such time or times as the Committee de&dirmine (whether in annual or more frequent limsents, at the time of the
death, disability or retirement of the holder oflsishares, or otherwise);

(b) a requirement that the holder of shares ofimstl stock forfeit, or (in the case of sharesigola participant) resell back
the Company at his or her cost, all or a part chsshares in the event of termination of his ordraployment or consulting
engagement during any period in which such sharesubject to restrictions; or

(c) such other conditions or restrictions as then®ittee may deem advisable.

8.4. Escrow In order to enforce the restrictions imposedh®s €ommittee pursuant to Section 8.3, the partitipaceiving
restricted stock shall enter into an agreement thighCompany setting forth the conditions of thengr Shares of restricted stock shall be
registered in the name of the participant and degmhstogether with a stock power endorsed in blavith the Company. Each such
certificate shall bear a legend in substantialy fitllowing form:

The transferability of this certificate and the igsaof Common Stock represented by it are subgjeittet terms and conditions
(including conditions of forfeiture) contained imet2004 Stock Plan of Chelsea Therapeutics Intemedt Ltd., (the “Company”),
as amended froi



time to time, and an agreement entered into betweeregistered owner and the Company. A copy@R004 Stock Plan, as
amended from time to time, and the agreement fem the office of the secretary of the Company.

8.5. End of RestrictionsSubject to Section 11.5, at the end of any tiewod during which the shares of restricted staeksabject
to forfeiture and restrictions on transfer, sucarel will be delivered free of all restrictionsthe participant or to the participant’s legal
representative, beneficiary or heir.

8.6. ShareholderSubject to the terms and conditions of the Réach participant receiving restricted stock shallehall the rights
of a shareholder with respect to shares of stockigany period in which such shares are subjeftirfeiture and restrictions on transfer,
including without limitation, the right to vote sushares. Dividends paid in cash or property dtien Common Stock with respect to
shares of restricted stock shall be paid to thégdaant currently.

9. Performance Share# performance share consists of an award whiali bk paid in shares of Common Stock, as desctieéalv.
The grant of a performance share shall be suljenich terms and conditions as the Committee deppr®priate, including the following:

9.1. Performance Objectiveg&ach performance share will be subject to peréorre objectives for the Company or one of its
operating units to be achieved by the participafivte the end of a specified period. The numbegresformance shares granted shall be
determined by the Committee and may be subjeaidh terms and conditions, as the Committee sh&draéne. If the performance
objectives are achieved, each participant will &igl in shares of Common Stock or cash as deterntipekde Committee. If such
objectives are not met, each grant of performaheees may provide for lesser payments in accordaitbeformulas established in the
award.

9.2. Not ShareholderThe grant of performance shares to a participhall not create any rights in such participard abareholder
of the Company, until the payment of shares of Comi®&tock with respect to an award.

9.3. No AdjustmentsNo adjustment shall be made in performance shiaseged on account of cash dividends which maydie
or other rights which may be issued to the holdéGommon Stock prior to the end of any periodvitsich performance objectives were
established.

9.4. Expiration of Performance Sharé any participant’s employment or consulting eggment with the Company is terminated
for any reason other than normal retirement, deatlisability prior to the achievement of the papant’s stated performance objectives,
all the participant’s rights on the performancershahall expire and terminate unless otherwisercgted by the Committee. In the
event of termination of employment or consultingregison of death, disability, or normal retiremém, Committee, in its own discretion
may determine what portions, if any, of the perfante shares should be paid to the particiy



10. Change of Control
10.1 Change in ControlFor purposes of this Section 10, @Hange in Control” of the Company will mean the following:

(a) the sale, lease, exchange or other transfecttyi or indirectly, of substantially all of thesets of the Company (in one
transaction or in a series of related transactitma)person or entity that is not controlled by @ompany;

(b) the approval by the shareholders of the Commdany plan or proposal for the liquidation orgdikition of the Company;

(c) any person not a shareholder of the Comparth@udate of the Plan becomes after the effectite ofethe Plan the
“beneficial owner” (as defined in Rule 13d-3 untier Exchange Act), directly or indirectly, of (i% or more, but not 50% or
more, of the combined voting power of the Compaiyitstanding securities ordinarily having the rightote at elections of
directors, unless the transaction resulting in ssghership has been approved in advance by ther@amg Directors (as defined
below), or (ii) 50% or more of the combined votimgwer of the Compang’outstanding securities ordinarily having the righvote
at elections of directors (regardless of any apgirby the Continuing Directors); provided that aditional institutional or venture
capital financing transaction shall be excludedrfithis definition; or

(d) a merger or consolidation to which the Compiargy party if the shareholders of the Company inmiatety prior to the
effective date of such merger or consolidation Héemeficial ownership” (as defined in Rule 13d+&ler the Exchange Act),
immediately following the effective date of suchnger or consolidation, of securities of the sumiycorporation representing
(i) 50% or more, but less than 80%, of the combiwnetihg power of the surviving corporation’s themstanding securities
ordinarily having the right to vote at electionsdifectors, unless such merger or consolidatiorbleas approved in advance by the
Continuing Directors, or (i) less than 50% of t@mbined voting power of the surviving corporat®thien outstanding securities
ordinarily having the right to vote at electionsdifectors (regardless of any approval by the Guiitig Directors).

10.2 Continuing DirectorsFor purposes of this Section 10C6ntinuing Directors ” of the Company will mean any individuals
who are members of the Board on the effective ditee Plan and any individual who subsequentlyobezs a member of the Board
whose election, or nomination for election by th@r@any’s shareholders, was approved by a votelefat a majority of the Continuing
Directors (either by specific vote or by approvitte Company’s proxy statement in which such ifdlial is named as a nominee for
director without objection to such nomination).

10.3 Acceleration of IncentivedJnless otherwise resolved by the Committee isdle discretion at such time, if a Change in
Control of the Company occurs whereby the acquieintity or successor to the Company does not dgrassume the Incentives




replace them with substantially equivalent incemt@wards (as determined by the Committee in itsoreable discretion), then (a) all
outstanding options and SARs will vest and willm@e immediately exercisable in full and, if not eised on the date of the Change of
Control, will terminate on such date regardlesw/béther the participant to whom such options or SARve been granted remains in the
employ or service of the Company or any subsididiyne Company or any acquiring entity or successahe Company; (b) the
restrictions on all shares of restricted stock asahall lapse immediately; and (c) all performasitares criteria shall be deemed to be
met and payment made immediately.

10.4 Cash Payment for OptionE a Change in Control of the Company occursnttiee Committee, if approved by the Committee
in its sole discretion either in an agreement eviitey an option at the time of grant or at any tafter the grant of an option, and withu
the consent of any participant affected therebyy determine that:

(a) some or all participants holding outstandingans will receive, with respect to some or alkloé shares of Common Stc
subject to such options, as of the effective dang such Change in Control of the Company, casiniamount equal to the exc
of the Fair Market Value of such shares immediapeigr to the effective date of such Change in @urdf the Company over the
exercise price per share of such options; and

(b) any options as to which, as of the effectiveedd any such Change in Control, the Fair Markaki¢ of the shares of
Common Stock subject to such options is less thagoal to the exercise price per share of suclomgtshall terminate as of the
effective date of any such Change in Control.

If the Committee makes a determination as set fiordubparagraph (a) of this Section 10.4, theof éise effective date of any such
Change in Control of the Company such options teiiininate as to such shares and the participantefty holding such options will
only have the right to receive such cash paymerf(#)e Committee makes a determination as sét farsubparagraph (b) of this
Section 10.4, then as of the effective date ofsargh Change in Control of the Company such optialiserminate, become void and
expire as to all unexercised shares of Common Stobject to such options on such date, and thé&jpamts formerly holding such
options will have no further rights with respecttach options.

11. General
11.1. Effective Date The Plan will become effective upon approvalliy €ompany’s board of directors.

11.2. Duration The Plan shall remain in effect until all Incene granted under the Plan have either been sattisfi the issuance
of shares of Common Stock or the payment of cadteen terminated under the terms of the Plan dmdstfictions imposed on shares
Common Stock in connection with their issuance utide Plan have lapsed. No Incentives may be gilamtder the Plan after the earlier
of the tenth anniversary of the date of the adoptibthe Plan or the date the Plan is approvedhbyshareholders of the Compa



11.3. Nontransferability of IncentivesExcept in the event of the holder’s death, by @ilthe laws of descent and distribution to
the limited extent provided in the Plan or the imdee, unless approved by the Committee, no stetion, SAR, restricted stock or
performance award may be transferred, pledgedsigrasd by the holder thereof, either voluntarilyroroluntarily, directly or indirectly,
by operation of law or otherwise, and the Compdrafisiot be required to recognize any attempteyasgent of such rights by any
participant. During a participant’s lifetime, arcémtive may be exercised only by him or her or isyon her guardian or legal
representative.

11.4. Effect of Termination or Deathn the event that a participant ceases to bergriayee of or consultant to the Company, ol
participants'other service with the Company is terminated, for @ason, including death, any Incentives mayxeeaised or shall expi
at such times as may be determined by the Comniitté® sole discretion in the agreement evideneindgncentive. Notwithstanding the
other provisions of this Section 11.4, upon a pgréint’s termination of employment or other serwidth the Company and all
subsidiaries, the Committee may, in its sole dismngwhich may be exercised at any time on orrafte date of grant, including
following such termination), cause options and SABtsany part thereof) then held by such particigarbecome or continue to become
exercisable and/or remain exercisable followincghsiecmination of employment or service and Restdc$tock Awards, Performance
Shares and Stock Awards then held by such partitipavest and/or continue to vest or become ffaeaasfer restrictions, as the case
may be, following such termination of employmenservice, in each case in the manner determingdebommittee; provided,
however, that no Incentive may remain exercisablatinue to vest beyond its expiration date. Argentive stock option that remains
unexercised more than one (1) year following teatiom of employment by reason of death or disgbditmore than three (3) months
following termination for any reason other thanttiear disability will thereafter be deemed to b@n-Statutory Stock Option.

11.5. Additional Conditions Notwithstanding anything in this Plan to the cany: (a) the Company may, if it shall determine it
necessary or desirable for any reason, at thedfmagvard of any Incentive or the issuance of argret of Common Stock pursuant to
Incentive, require the recipient of the Incentiae,a condition to the receipt thereof or to theimof shares of Common Stock issued
pursuant thereto, to deliver to the Company a amitepresentation of present intention to acgtiedncentive or the shares of Common
Stock issued pursuant thereto for his or her ovao@at for investment and not for distribution; gbjlif at any time the Company further
determines, in its sole discretion, that the Igtiregistration or qualification (or any updatinfgaoy such document) of any Incentive or
the shares of Common Stock issuable pursuant thisreecessary on any securities exchange or @amyefederal or state securities or
blue sky law, or that the consent or approval of governmental regulatory body is necessary ordels as a condition of, or in
connection with the award of any Incentive, theidgsse of shares of Common Stock pursuant theretbeaemoval of any restrictions
imposed on such shares, such Incentive shall natMaeded or such shares of Common Stock shalle@dued or such restrictions shall
not be removed, as the case may be, in whole pauin unless such listing, registration, qualificaf consent or approval shall have been
effected or obtaine




free of any conditions not acceptable to the CompBliotwithstanding any other provision of the Ptarany agreements entered into
pursuant to the Plan, the Company will not be nesglio issue any shares of Common Stock undePthis, and a participant may not
sell, assign, transfer or otherwise dispose ofeshaf Common Stock issued pursuant to any Incegvanted under the Plan, unless
(a) there is in effect with respect to such sharesgistration statement under the Securities At083, as amended (theéSecurities Act
"), and any applicable state or foreign securikiess or an exemption from such registration untlerSecurities Act and applicable state
or foreign securities laws, and (b) there has ldained any other consent, approval or permit famy other regulatory body which the
Committee, in its sole discretion, deems necessaaglvisable. The Company may condition such isseissale or transfer upon the
receipt of any representations or agreements fhenparties involved, and the placement of any ldgem certificates representing shi
of Common Stock, as may be deemed necessary araddiwiby the Company in order to comply with sustusities laws or other
restrictions. The Committee may restrict the rigsftparticipants to the extent necessary to comyily Section 16(b) of the Exchange
Act, the Internal Revenue Code or any other appléeckaw or regulation. The grant of an Incentiveaadvpursuant to the Plan shall not
limit in any way the right or power of the Compaiymake adjustments, reclassifications, reorgaioizator changes of its capital or
business structure or to merge, exchange or calaelor to dissolve, liquidate, sell or transféioalany part of its business or assets.

11.6. Adjustment In the event of any recapitalization, stock dénd, stock split, combination of shares or othemge in the
Common Stock, the number of shares of Common Stwak subject to the Plan, including shares sulijerstrictions, options or
achievements of performance shares, shall be adjustoroportion to the change in outstanding shafecCommon Stock. In the event of
any such adjustments, the purchase price of angrphe performance objectives of any Incentive] the shares of Common Stock
issuable pursuant to any Incentive shall be adjusteand to the extent appropriate, in the dismredf the Committee, to provide
participants with the same relative rights befard after such adjustment.

11.7. Incentive Plans and AgreemenEscept in the case of stock awards, the terneaoh Incentive shall be stated in a plan or
agreement approved by the Committee. The Committgealso determine to enter into agreements wilthens of options to reclassify
or convert certain outstanding options, within tiens of the Plan, as incentive stock options arasstatutory stock options and in
order to eliminate SARs with respect to all or persuch options and any other previously issudghogp.

11.8. Withholding

(a) The Company shall have the right to (i) witithahd deduct from any payments made under thed?lrom future wages
of the participant (or from other amounts that rhaydue and owing to the participant from the Corgpama subsidiary of the
Company), or make other arrangements for the daleof, all legally required amounts necessargatisfy any and all foreign,
federal, state and local withholding and employnrefdated tax requirements attributable to an Ingenbr (ii) require the
participant promptly to remit the amount of st



withholding to the Company before taking any actiosluding issuing any shares of Common Stockhwétspect to an Incentive.
At any time when a participant is required to payhte Company an amount required to be withhelceuagplicable income tax
laws in connection with a distribution of Commomw&t or upon exercise of an option or SAR, the pgrdint may satisfy this
obligation in whole or in part by electing (thé&flection ”) to have the Company withhold from the distrilmmtishares of Common
Stock having a value up to the amount requirecetavithheld. The value of the shares to be withisélal be based on the Fair
Market Value of the Common Stock on the date thatimount of tax to be withheld shall be determifietiax Date ™).

(b) Each Election must be made prior to the TaxeD&he Committee may disapprove of any Electiory suspend or
terminate the right to make Elections, or may piewvith respect to any Incentive that the rightke Elections shall not apply to
such Incentive. An Election is irrevocable.

(c) If a participant is an officer or director &fet Company within the meaning of Section 16 offkehange Act, then an
Election is subject to the following additional tréstions:

(1) No Election shall be effective for a Tax Dateigh occurs within six months of the grant or eisgof the award,
except that this limitation shall not apply in tiéent death or disability of the participant ocqorisr to the expiration of the
six-month period.

(2) The Election must be made either six montharpd the Tax Date or must be made during a pdseginning on
the third business day following the date of redefas publication of the Company’s quarterly or aahsummary statements
of sales and earnings and ending on the twelftimbas day following such date.

(d) If the option granted to a participant hereuridean incentive stock option, and if the partgipsells or otherwise dispos
of any of the shares of Common Stock acquired @untsto the incentive stock option on or beforel#ter of (1) the date two years
after the date of grant, or (2) the date one y&ar the date of exercise, the participant shathediately notify the Company in
writing of such disposition. The participant agréest the participant may be subject to incomentdikholding by the Company on
the compensation income recognized by the partitifsam the early disposition by payment in casloatrof the current earnings
paid to the participant.

11.9. No Continued Employment, Engagement or Rigi@orporate AssetsNo participant under the Plan shall have anytrigh
because of his or her participation, to continuthenemploy of the Company for any period of timeuoy right to continue his or her
present or any other rate of compensation. Notbérgained in the Plan shall be construed as gi@mgmployee, a consultant, such
person’ beneficiaries or any other person ¢




interests of any kind in the assets of the Compmargreating a trust of any kind or a fiduciary telaship of any kind between the
Company and any such person.

11.10. Deferral PermittedPayment of cash or distribution of any share€aihmon Stock to which a participant is entitled emd
any Incentive shall be made as provided in thertice. Payment may be deferred at the option optiréicipant if provided in the
Incentive.

11.11. Amendment of the PlaiThe Board may amend, suspend or discontinueltvea® any time; provided, however, that no
amendments to the Plan will be effective withoytrapal of the shareholders of the Company if shaldgr approval of the amendmer
then required pursuant to Section 422 of the Ctideregulations promulgated thereunder or the milesy stock exchange or Nasdaq or
similar regulatory body. No termination, suspenstommendment of the Plan may adversely affectoangtanding Incentive without the
consent of the affected participant; provided, heavethat this sentence will not impair the rightlte Committee to take whatever action
it deems appropriate under Sections 2, 10 and 1iedPlan.

11.12. Definition of Fair Market ValueFor purposes of this Plan, thé&air Market Value ” of a share of Common Stock at a
specified date shall, unless otherwise expresslyiged in this Plan, be the amount which the Con@aibr the board of directors of the
Company determines in good faith in the exercisésatasonable discretion to be 100% of the fairkat value of such a share as of the
date in question; provided, however, that notwahding the foregoing, if such shares are listed @hS. securities exchange or are
guoted on the Nasdaq National Market System or &aSinallCap Stock Market Nasdaq”), then Fair Market Value shall be
determined by reference to the last sale pricestfaae of Common Stock on such U.S. securitiesasngi or Nasdaqg on the applicable
date. If such U.S. securities exchange or Nasdelpsed for trading on such date, or if the ComiBtork does not trade on such date,
then the last sale price used shall be the onbeddte the Common Stock last traded on such ©carities exchange or Nasdag.

11.13 Breach of Confidentiality, Assignment of Intiens, or NorRCompete AgreementdNotwithstanding anything in the Plan to
the contrary, in the event that a participant niallgrbreaches the terms of any confidentialitygsigement of inventions, or non-compete
agreement entered into with the Company or anyigialng of the Company, whether such breach occafarb or after termination of
such participant’'s employment or other service \lign Company or any subsidiary, the Committeesisdaie discretion may immediately
terminate all rights of the participant under thh@Pand any agreements evidencing an Incentivelik&hby the participant without not
of any kind.

11.13 Governing Law The validity, construction, interpretation, adimtration and effect of the Plan and any rulesukatipns and
actions relating to the Plan will be governed by aanstrued exclusively in accordance with the lafhe State of North Carolina,
notwithstanding the conflicts of laws principlesanfy jurisdictions



11.14 Successors and Assigrithe Plan will be binding upon and inure to thedfé of the successors and permitted assignseof th
Company and the participants in the P




CHELSEA THERAPEUTICS INTERNATIONAL, LTD.
2004 Stock Plan, as amended to date
NOTICE OF STOCK OPTION GRANT

(Optionee and address) Grant Numbe

You have been granted an option to purchase Con8taok of Chelsea Therapeutics International, Litte (Company”), as follows:

Date of Gran
Vesting Commencement De

Exercise Price per Sha $
Total Number of Shares Grant
Total Exercise Pric $
Type of Option: X Incentive Stock Optio
Nonstatutory Stock Optic
Term/Expiration Date 10 Years,
Vesting Schedule: Subject to accelerated vesting as set forth irPtha or in the Stock Option Agreement, this Opticey

be exercised, in whole or in part, in accordandé ttie following schedule: 25% of the shares shedt

on the first, second, third and fourth anniversadgthe Vesting Commencement Date; provided theat t
Optionee remains an employee or director of, osattant to, the Company as of each such vesting dat
Notwithstanding the above, if a Change of Contasl defined by the Chelsea Therapeutics Interndfi
Ltd. 2004 Stock Plan, as amended, the “Plan”) tgkase, all shares will become fully vested and thi
option may be exercised in whole or in part, predidhat the Optionee is an employee or directoorof,
consultant to, the Company as of date of such Ghah@ontrol.

Termination Period: Option may be exercised for up to 180 days afteniteation of employment or consulting relationship
except as set out in Sections 7 and 8 of the Sigtion Agreement (but in no event later than the
Expiration Date). Any Incentive Stock Option thatmains unexercised for more than 90 days after
termination will automatically become a non-statytstock option. By your signature and the sigratur
of the Compan'’s representative below, you and the Company afegettis option is grante



under and governed by the terms and conditionseoChelsea Therapeutics International, Ltd. 2004
Stock Plan (as amended, the “Plan”) and the Stqutio® Agreementall of which are attached and m:
a part of this documer

Effective as of the Date of Grant provided above.

OPTIONEE: CHELSEA THERAPEUTICS
INTERNATIONAL, LTD.

By:
J. Nick Riehle
Chief Financial Office

Print Name



CHELSEA THERAPEUTICS INTERNATIONAL, LTD.
STOCK OPTION AGREEMENT

1. Grant of Option Chelsea Therapeutics International, Ltd. a Detavearporation (the “Company”), hereby grants & @ptionee
named in the Notice of Grant (the “Optionee”) ati@p (the “Option”) to purchase a total number béges of Common Stock (the “Shares”)
set forth in the Notice of Grant, at the exercigeeper share set forth in the Notice of Grang (tBxercise Price”) subject to the terms,
definitions and provisions of the Chelsea Therapsunternational, Ltd. 2004 Stock Plan (as amenttesl“Plan”) adopted by the Company,
which is incorporated herein by reference. Unlgbgmwvise defined herein, the terms defined in ta@ Bhall have the same defined meanings
in this Option. To the extent of any conflict beemethe terms of this Stock Option Agreement andPiaa, the terms of the Plan shall control.

If designated an Incentive Stock Option, this Opi®intended to qualify as an Incentive Stock @pts defined in Section 422 of
the Code, or any successor provision.

2. Exercise of OptionThis Option shall be exercisable during its témmaccordance with the Vesting Schedule set othierNotice of
Grant, the terms of the Plan and as follows:

(a) Right to Exercise
(i) This Option may not be exercised for a fractgra share.

(i) In the event of Optionee’s death, disabilityather termination of employment, the exercisapibf the Option is governed
by Sections 6, 7 and 8 below, subject to the litictacontained in subsection 2(a)(iii).

(i) In no event may this Option be exercised aftee date of expiration of the term of this Optasset forth in the Notice of
Grant.

(b) Method of Exercise This Option shall be exercisable by written netjm the form attached heretoEshibit A ) which shall
state the election to exercise the Option, the rarmobShares in respect of which the Option is §pe&irercised, and such other representations
and agreements as to the holder’s investment imigghtrespect to such shares of Common Stock asheagquired by the Company pursuant
to the provisions of the Plan. Such written nosiball be signed by the Optionee and shall be deld/a person or by certified mail to the
Secretary of the Company. The written notice sbalbiccompanied by payment of the Exercise Pricis. @ption shall be deemed to be
exercised upon receipt by the Company of suchewritiotice accompanied by the Exercise Price.

No Shares will be issued pursuant to the exerdis@ @ption unless such issuance and such exesieidecomply with all relevant
provisions of law and the requirements



of any stock exchange upon which the Shares mayhadisted. Assuming such compliance, for incoaxepurposes the Shares shall be
considered transferred to the Optionee on theatatehich the Option is exercised with respect tthsBhares.

3. Optioneés Representationdn the event the Shares purchasable pursuahetexercise of this Option have not been registenetr
the Securities Act of 1933, as amended (the “SgesarAct”), at the time this Option is exercisegtidnee shall, if required by the Company,
concurrently with the exercise of all or any pantiaf this Option, deliver to the Company an InvestitnrRepresentation Statement in the form
attached hereto @&xhibit B .

4. Method of PaymentPayment of the Exercise Price shall be by arth@following, or a combination thereof, at thectilen of the
Optionee:

a. cash;
b. check; ot
C. at the discretion of the Board or Committee, arfeomethod permitted by the Plan or any combinatieneof.

5. Restrictions on Exercisél'his Option may not be exercised until such taeda) the Plan and the Shares covered by thio®btve
been approved by the stockholders of the Compady(l@rthe issuance of such Shares upon such ezarcthe method of payment of
consideration for such shares does not constitutelation of any applicable federal or state ség or other law or regulation, including any
rule under Part 207 of Title 12 of the Code of FatiRegulations (“Regulation G”) as promulgatectiyy Federal Reserve Board. As a
condition to the exercise of this Option, the Compmay require Optionee to make any representatghwarranty to the Company as may be
required by any applicable law or regulation.

6. Termination of Relationshipin the event of termination of Optionee’s empl&mhor consulting relationship with the Company,
Optionee may, to the extent otherwise so entittedtieadate of such termination (the “Terminatiortddp exercise this Option during the
Termination Period set out in the Notice of Grart.the extent that Optionee was not entitled ta@se this Option at the date of such
termination, or if Optionee does not exercise @ygion within the time specified herein, the Opt&irall terminate.

7. Disability of Optionee Notwithstanding the provisions of Section 6 ahdmahe event of termination of Optionee’s conisigjtor
employment relationship as a result of his total parmanent disability (as defined in Section 23(e)f the Code or any successor provision),
Optionee may, but only within twelve (12) montharfrthe date of termination of employment or conisgltelationship (but in no event later
than the date of expiration of the term of thisi@ptas set forth in Section 10 below), exercise @ption to the extent Optionee was entitled to
exercise it at the date of such termination. Toektent that Optionee was not entitled to exerttiseOption at the date of termination, or if
Optionee does not exercise such Option (which @ptavas entitled to exercise) within the time djetiherein, the Option shall terminate.
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8. Death of Optioneeln the event of the death of Optionee duringtémen of this Option and, with respect to a consu|tduring such
consultant’s continuing consulting relationshipwihe Company or within 90 days of termination ofisultant’s relationship with the
Company and, with respect to an employee, durich smployee’s employment relationship with the Campor within 90 days of
termination of such employee'’s relationship with @ompany, the Option may be exercised at anywitien twelve (12) months following
the date of termination (but in no event later tH@ndate of expiration of the term of this Optamset forth in Section 10 below), by Optiorzee’
estate or by a person who acquired the right tocésesthe Option by bequest or inheritance, buy tmkthe extent of the right to exercise that
Optionee was entitled to at the date of death.

9. Nontransferability of OptionThis Option may not be transferred in any maratieer than by will or by the laws of descent or
distribution and may be exercised during the lifegtiof Optionee only by Optionee. The terms of @y&ion shall be binding upon the
executors, administrators, heirs, successors aignssof the Optionee.

10. Term of Option This Option may be exercised only within the tessh out in the Notice of Grant and the Plan, aag be exercised
during such term only in accordance with the Plad the terms of this Option.

11. Taxation Upon Exercise of Optio®ptionee understands that, upon exercising atdtutery Stock Option, he or she will recognize
income for tax purposes in an amount equal to Xeess of the then fair market value of the Shaves the exercise price. If the Optionee is an
employee, the Company will be required to withhfotom Optionee’s compensation, or collect from Opée and pay to the applicable taxing
authorities an amount equal to a percentage ottimgensation income. Additionally, the Optioneg/raasome point be required to satisfy
withholding obligations with respect to the disdfyéhg disposition of an Incentive Stock Option.&®ptionee shall satisfy his or her tax
withholding obligation arising upon the exerciseadflonstatutory Stock Option or a disqualifyingpaisition by one or some combination of
the following methods: (i) by cash payment, or @)t of Optionee’s current compensation, or (fipermitted by the Committee, in its
discretion, by surrendering to the Company Shdrass(g) in the case of Shares previously acquiea the Company, have been owned by
Optionee for more than six months on the date oksder, and (b) have a fair market value on thie dasurrender equal to or greater than
Optionee’s marginal tax rate times the ordinarpme recognized, or (iv) if permitted by the Comsttin its discretion, and if the Option is
designated as a Nonstatutory Stock Option by elgtt have the Company withhold from the Shardsetessued upon exercise of the Option
that number of Shares having a fair market valuaktp the amount required to be withheld. For phigpose, the fair market value of the
Shares to be withheld shall be determined on tkethat the amount of tax to be withheld is to beedmined (the “Tax Date”).

If the Optionee is subject to Section 16 of theuBigies Exchange Act of 1934, as amended (the “Brgle Act”) (an “Insider”), any
surrender of previously owned Shares to satisfyntisixholding obligations arising upon exercise li§tOption must comply with the applica
provisions of Rule 16b-3 promulgated under the Bxge Act (“Rule 16b-3"and shall be subject to such additional conditmmestrictions &
may be required thereunder to



qualify for the maximum exemption from Section ¥@le Exchange Act with respect to Plan transastion

All elections by an Optionee to have Shares witthitelsatisfy taxwithholding obligations shall be made in writingdarform acceptable
the Committee and shall be subject to the followisgrictions:

(1) the election must be made on or prior to thaiegble Tax Date;

(2) once made, the election shall be irrevocabl® déise particular Shares of the Option as to witliehelection is
made;

(3) all elections shall be subject to the consentigsapproval of the Committee;

(4) if the Optionee is an Insider, the election hammply with the applicable provisions of Rule 1®land shall be
subject to such additional conditions or restrizsi@s may be required thereunder to qualify fomtlg&imum exemption
from Section 16 of the Exchange Act with resped®lizn transactions.

12. Tax ConsequencesSet forth below is a brief summary as of the dditithis Option of some of the federal tax conseges of
exercise of this Option and disposition of the 8salTHIS SUMMARY IS NECESSARILY INCOMPLETE, AND THEAX LAWS AND
REGULATIONS ARE SUBJECT TO CHANGE. OPTIONEE SHOUITDNSULT A TAX ADVISER BEFORE EXERCISING THIS
OPTION OR DISPOSING OF THE SHARES.

(a) Exercise of ISOIf this Option qualifies as an 1SO, there will be regular federal income tax liability upon therise of the
Option, although the excess, if any, of the fairkeavalue of the Shares on the date of exercige i Exercise Price will be treated as an
item of adjustment to the alternative minimum texfederal tax purposes in the year of exerciseraag subject the Optionee to the alterna
minimum tax.

(b) Exercise of Nonstatutory Stock Optioti this Option does not qualify as an ISO, theray be a regular federal income tax
liability upon the exercise of the Option. The @pte will be treated as having received compensaimme (taxable at ordinary income tax
rates) equal to the excess, if any, of the fairkeiavalue of the Shares on the date of exercisetbeeExercise Price and the Company will
qualify for a deduction in the same amount, sultji@the requirement that the compensation be redenlf Optionee is an employee, the
Company will be required to withhold from Optioneeompensation or collect from Optionee and papecapplicable taxing authorities an
amount equal to a percentage of this compensatimmie at the time of exercise.

(c) Disposition of Sharesin the case of an NSO, if Shares are held fteast one year, any gain realized on dispositicthef
Shares will be treated as long-term capital




gain for federal income tax purposes. In the cdsadSO, if Shares transferred pursuant to theddre held for at least one year after
exercise and are disposed of at least two yeastht Date of Grant, any gain realized on disposibf the Shares will also be treated as long-
term capital gain for federal income tax purposieShares purchased under an ISO are disposecdtioifwvane-year after exercise or within two
years after the Date of Grant, any gain realizedwh disposition will be treated as compensatioorne (taxable at ordinary income rates

an amount equal to the excess of the lesser ahé€lfair market value of the Shares on the daexefcise, or (2) the sale price of the Shares
over the Exercise Price paid for those shares.Cdrapany will also be allowed a deduction equaliy such amount recognized, subject to
requirement that the compensation be reasonable.

(d) Notice of Disqualifying Disposition of ISO Sk If the Option granted to Optionee herein is a@,18nd if Optionee sells or
otherwise disposes of any of the Shares acquiresbipot to the ISO on or before the later of (1)dage two years after the Date of Grant, or
(2) the date one year after the date of exerdigeQptionee shall immediately notify the Companwiiting of such disposition. Optionee
agrees that Optionee may be subject to income iidhalding by the Company on the compensation ineoetognized by the Optionee from
the early disposition by payment in cash or ouhefcurrent earnings paid to the Optionee.

13. Restrictive Legends and Transfer Restrictiddaless the Shares granted hereunder have besmiedty registered under the
Securities Act of 1933, as now in force or hergateended, the Company shall be under no obligatigssue or transfer any shares covered
by this option unless the Optionee or Optioneetxessors in accordance with section 5 above, givala written representation and
undertaking to the company and upon which, in ghieion of such counsel, the Company may reasonabjehat Optionee is acquiring the
shares for his or her own account as an investarahnot with the view to, or for sale in connectivith, the distribution of such shares, and
that Optionee will make no transfer of the sameepk@n compliance with any rules and regulationfoiice at the time of such transfer under
the Securities Act of 1933, or any other applicdhVe, and that if shares are issued or transfesiftbut such registration, a legend to this
effect may be placed upon the certificate reprasgithe Shares.

14. Successors and Assigriehe Company may assign any of its rights underAlgreement to single or multiple assignees, aigl t
Agreement shall inure to the benefit of the suomessand assigns of the Company. Subject to thaatshs on transfer herein set forth, this
Agreement shall be binding upon Optionee and hisotheirs, executors, administrators, successmassigns.

15. Interpretation Any dispute regarding the interpretation of thgreement shall be submitted by Optionee or byGbmpany forthwitl
to the Company’s Board of Directors or the Comreitieat administers the Plan, which shall reviewhgdispute at its next regular meeting.
The resolution of such a dispute by the Board onmoittee shall be final and binding on the Compamg an Optionee.
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16. Governing Law; SeverabilityThis Agreement shall be governed by and constinadcordance with the laws of the State of North
Carolina excluding that body of law pertaining tmflicts of law. Should any provision of this Agreent be determined by a court of law to be
illegal or unenforceable, the other provisions khelertheless remain effective and shall remaforerable.

17. Notices Any notice required or permitted hereunder shalgiven in writing and shall be deemed effectivgilyen upon personal
delivery or upon deposit in the United States rbgitertified mail, with postage and fees prepaiftirassed to the other party at its address as
shown below beneath its signature, or to such @tidress as such party may designate in writing fime to time to the other party.

18. Further InstrumentsThe parties agree to execute such further ingntsnand to take such further action as may benaddy
necessary to carry out the purposes and intehi®figreement.

19. 2004 Stock PlanOptionee acknowledges receipt of a copy of tlaem Rhd represents that he is familiar with the seamd provisions
thereof, and hereby accepts this Option subjeall tof the terms and provisions thereof. Optionas reviewed the Plan and this Option in their
entirety, has had an opportunity to obtain the eslaf counsel prior to executing this Option anityfunderstands all provisions of the Option.
Optionee hereby agrees to accept as binding, ceimeland final all decisions or interpretationgred Board or Committee upon any questions
arising under the Plan or this Option.



EXHIBIT A
CHELSEA THERAPEUTICS INTERNATIONAL, LTD.
EXERCISE NOTICE

Chelsea Therapeutics International, Ltd.

Attention: Secretary

1. Exercise of OptionEffective as of today, the undersigned (“Optidih&ereby elects to exercise Optionee’s optionurchase
shares of the Common Stock (the “Shares”) of Claeldeerapeutics International, Ltd. (the “Companytifler and pursuant to the
Company’s 2004 Stock Plan (as amended, the “Plamd)the Notice of Stock Option Grant dated , 200___ with its attached Stock
Option Agreement (the “Option Agreement”). The fhase price for the Shares shallbe $  as required by the Option Agreement.
Optionee herewith delivers to the Company theEukrcise Price for the Shares.

2. Representations of Optione®ptionee acknowledges that Optionee has receiead,and understood the Plan and the Option
Agreement and agrees to abide by and be boundeliyténms and conditions.

3. Rights as Stockholdetntil the stock certificate evidencing such Skdeeissued (as evidenced by the appropriate enttie books
of the Company or of a duly authorized transfemagé the Company), no right to vote or receiveidiwnds or any other rights as a stockholder
shall exist with respect to the optioned Sharesyitlastanding the exercise of the Option. The Conypghall issue (or cause to be issued) such
stock certificate promptly after the Option is eised.

4. Tax Consultation Optionee understands that Optionee may suffeeraévtax consequences as a result of Optioneetbgse or
disposition of the Shares. Optionee representdQptibnee has consulted with any tax consultantio@pe deems advisable in connection \
the purchase or disposition of the Shares anddpt&ibnee is not relying on the Company for anydeyice.

5. Entire AgreementThe Plan and Option Agreement are incorporateeimdy reference. This Exercise Notice, the Plahthe Option
Agreement and any Investment Representation stateemecuted and delivered to Company by Optiona# sbnstitute the entire agreement
of the parties and supersede in their entiretpradir undertakings and agreements of the CompadyCgationee with respect to the subject
matter hereof, and is governed by North Carolimadacept for that body of law pertaining to cortflx laws.




Submitted by Accepted by

OPTIONEE: Chelsea Therapeutics International, Ltd.
By:
Name
Title:

Address

Address




EXHIBIT B
[Form can be omitted if securities underlying optim are registered under Securities Act]
INVESTMENT REPRESENTATION STATEMENT

OPTIONEE

COMPANY : Chelsea Therapeutics International, L
SECURITY : Common Stocl

AMOUNT : Shares

In connection with the purchase of the above-liSedurities, I, the Optionee, represent to the Gomphe following.

1. Optionee is aware of the Company’s businessraffad financial condition and has acquired sidfitinformation about the Company
to reach an informed and knowledgeable decisi@ttpire the securities. Optionee is purchasingéuerities for investment for Optionee’s
own account only and not with a view to, or foradesin connection with, any “distribution” therewithin the meaning of the Securities Act of
1933, as amended (the “Securities Act”).

2. Optionee understands that the securities haviee®m registered under the Securities Act in meBaupon a specific exemption
therefrom, which exemption depends upon, among ttiregs, the bona fide nature of Optionee’s inwesit intent as expressed herein.

3. Optionee further understands that the securitiest be held indefinitely unless subsequentlystegéd under the Securities Act or
unless an exemption from registration is availablereover, Optionee understands that the Compangder no obligation to register the
securities. In addition, Optionee understandsttiatertificate evidencing the securities will bgrinted with a legend that prohibits the
transfer of the securities unless they are regdter such registration is not required in the mpirof counsel for the Company.

4. Optionee is familiar with the provisions of Rall®#44 and 701, promulgated under the SecuritiestAat permit limited public resale of
“restricted securities” acquired, directly or irelitly, from the issuer thereof (or from an affdiaif such issuer) in a nonpublic offering, subject
to the satisfaction of certain conditions.

Subject to any lock-up agreement, in the evenQbmmpany becomes subject to the reporting requiresredrSection 13 or 15(d) of the
Securities Exchange Act of 1934, as amended (thelf&nge Act”), the securities exempt under Rule M@y be resold by the Optionee 90
days thereafter, subject to the satisfaction afageof the conditions specifie



by Rule 144, including: (a) the sale being madeupgh a broker in an unsolicited “broker’s transactior in transactions directly with a marl
maker (as that term is defined under the Exchargj And (b) in the case of an affiliate, the aaaility of certain public information about the
Company, and the amount of securities being softhg@any three-month period not exceeding the itionhs specified in Rule 144(e), if
applicable.

If the purchase of the securities does not qualifgler Rule 701 at the time of purchase, then thergies may be resold by the Optionee
in certain limited circumstances subject to thevizions of Rule 144. For nonaffiliates, resalesamidule 144 will be permitted after the
Optionee has held the shares for six months ihgefublic information about the Company is avdéalnd may be sold freely after the
Optionee has held the shares for one year. Fdiatd§, resales under Rule 144 will be permittedrahe Optionee has held the shares for six
months if: (a) certain public information about Bempany is available; (b) the amount of securitieig sold during any three-month period
does not exceed specified limitations; and (c)stle is made through a broker in an unsolicitedkbr’s transactionbdr in transactions direct
with a market maker (as that term is defined utlkderExchange Act) and (d) the affiliate makes aiiregl Form 144 filing.

For purposes of determining when shares are acijbirean Optionee, shares obtained by cashlessissavidl be deemed to have been
acquired when the Optionee was originally grankeddption. Otherwise, the Optionee will be deeneeldave acquired the shares upon exe
of the option.

5. Optionee further understands that at the timgoBge wishes to sell the securities there maydopublic market upon which to make
such a sale, and that, even if such a public mallegt exists, the Company may not be satisfyingthieent public information requirements of
Rules 144 or 701, and that, in such event, Optiovamdd be precluded from selling the securitiesarmrRules 144 or 701 even if the six month
minimum holding period had been satisfied; howe@gtionee may be able to sell the securities putsioathe exemptions contained in Rule
144 if a one-year holding period has been satisfied

6. Optionee further understands that in the eviéof the applicable requirements of Rules 144 @t @re not satisfied, registration under
the Securities Act or some registration exemptidhbe required; and that, notwithstanding the fiett Rules 144 and 701 are not exclusive,
the Staff of the SEC has expressed its opinionpghegons proposing to sell private placement seéesiother than in a registered offering and
otherwise than pursuant to Rules 144 or 701 wilieha substantial burden of proof in establishireg #tn exemption from registration is
available for such offers or sales, and that swrbgns and their brokers who participate in sushsiactions do so at their own risk.

Date Signature of Optionet




EXHIBIT 31.1
CERTIFICATION

I, Simon Pedder, certify that:

1. | have reviewed this Quarterly Report on Forn-Q of Chelsea Therapeutics International, L

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omgitede a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

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

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

supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. designed such internal control over financigbréing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princjj

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

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

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

a. all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial 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, that involveanagement or other employees who have a significéain the
registran’s internal control over financial reportir

Date: November 1, 201 By: /s/ Simon Pedde

Simon Pedde
President and Chief Executive Offic



EXHIBIT 31.2
CERTIFICATION

I, J. Nick Riehle, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of Chelsea Therapeutics International, L

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omététe a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

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

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

supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. designed such internal control over financigbréing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princjj

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

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

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

a. all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial 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, that involveanagement or other employees who have a significéain the
registran’s internal control over financial reportir

Date: November 1, 201 By: /s/ J. Nick Riehle

J. Nick Riehle
Vice President, Administration and Chief Financficer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Chelsea Therapeutics International, Ltd. (tbempany”) for the period ended
September 30, 2010 as filed with the SecuritiesiExthange Commission on or about the date hereef‘Report”), I, Simon Pedder,

President and Chief Executive Officer, hereby grfiursuant to 18 U.S.C. Section 1350, as adopteguant to Section 906 of the Sarbanes-
Oxley Act of 2002, that, to my knowledge:

(1)

The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc
)

The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of
the Company as of, and for, the periods present#itei Report

/s/ Simon Pedder
Simon Pedde
President and Chief Executive Offic

November 1, 201




EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Chelsea Therapeutics International, Ltd. (tBempany”) for the period ended
September 30, 2010 as filed with the SecuritiesExthange Commission on or about the date hereef‘Report”), I, J. Nick Riehle, Vice
President, Administration and Chief Financial Oéfichereby certify, pursuant to 18 U.S.C. Secti®B(l as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that, to my knogéed

(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 faphgsents, in all material respects, the finan@aldition and results of operations of
the Company as of, and for, the periods presentéuki Report

/s/ J. Nick Riehle
J. Nick Riehle

Vice President, Administration and Chief Financial
Officer

November 1, 201




