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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2010

OR
O 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: 0-19825

SCICLONE PHARMACEUTICALS, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 94-31168572

(State or other jurisdiction of (I.LR.S. employer
incorporation or organization) Identification no.)

950 Tower Lane, Suite 900, Foster City, Californit 94404

(Address of principal executive offices (Zip code)

(650) 358-3456

(Registrant’s telephone number, including area code

Not Applicable

(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the registrant ¢ 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 requodile such reports), and (2) has been
subject to such filing requirements for the pastigs. YesX No O

Indicate by check mark whether the registrant liésnstted electronically and posted on its corpo¥aib site, if any, every Interactive
Data File required to be submitted and posted pumtsto Rule 405 of Regulation S-T (8232.405 of dtiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). YEk 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 filaccelerated filer” and “smaller reporting conmgd in Rule 12b-2 of the Exchange Act.

Large accelerated fil (I Accelerated file

Non-accelerated file O Smaller Reporting Compa O
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). Yes[O No
As of May 6, 2010, 47,344,274 shares of the regig’s Common Stock, $0.001 par value, were issaédatstanding.
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PART I. FINANCIAL INFORMATION

ltem 1. Condensed Consolidated Financial Statements (Unaudd)

SCICLONE PHARMACEUTICALS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

December 31

March 31,
2010 2009
(Unaudited) (see Note 1
ASSETS
Current asset:
Cash and cash equivalel $ 37,53¢ $ 29,68
Shor-term investment 1,08 1,64¢
Accounts receivabl 16,91 21,39
Inventories 11,11¢ 10,14¢
Prepaid expenses and other current a: 1,15¢ 1,51¢
Restricted sho-term investment 67 71
Total current asse 67,88 64,46"
Property and equipment, r 74¢ 771
Restricted investmen 391 41F
Other asset 1,217 1,24¢
Total asset $ 70,23¢ $ 66,90(
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 1,19¢ $ 2,33¢
Accrued liabilities 5,881 6,04¢
Deferred revenu — 141
Total current liabilities 7,08t 8,52¢
Long-term liabilities 987 97¢
Stockholder equity:
Preferred stock; $0.001 par value; 10,000,000 steuthorized; no shares outstanc — —
Common stock; $0.001 par value; 75,000,000 sharémazed; 47,342,191 and 47,217,944 sh
issued and outstanding at March 31, 2010 and Deee81) 2009, respective 47 47
Additional pait-in capital 222,81¢ 222,22¢
Accumulated other comprehensive inca 9 22
Accumulated defici (160,715 (164,904
Total stockholderl equity 62,16 57,39:
Total liabilities and stockholde’ equity $ 70,23« $ 66,90(

See accompanying notes to unaudited condensedlictaed financial statements.
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SCICLONE PHARMACEUTICALS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share amounts)

(Unaudited)
Three Months Ended
March 31,
2010 2009
Product sale $17,96:  $15,06¢
Cost of product sale 2,75¢ 2,668
Gross margit 15,20: 12,40¢
Operating expense
Research and development (including $0 and $26lafed party research and development for the thiaehs
ended March 31, 2010 and 2009, respectiv 2,67¢ 4,83¢
Sales and marketir 4,94¢ 4,107
General and administrati 3,197 3,19¢
Total operating expens: 10,82( 12,14
Income from operatior 4,38¢ 26¢
Interest and investment incor 25 65
Interest and investment expet (19) (49
Other income (expense), r 2 (23)
Income before provision for income t 4,391 25€
Provision for income ta 19¢ 16(
Net income $419: $ 96
Basic net income per she $ 00 $ o0.0C
Diluted net income per sha $ 0.0 $ 0.0C
Weighted average shares used in compu
Basic net income per she 47,25t 46,22(
Diluted net income per sha 49,13« 46,23t

See accompanying notes to unaudited condensedlictated financial statements.
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SCICLONE PHARMACEUTICALS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)
Three Months Ended
March 31,
2010 2009
Operating activities:
Net income $419: $ 96
Adjustments to reconcile net income to net cashigsea by (used in) operating activitie
Non-cash expense related to employee stock compen: 324 357
Depreciation and amortizatic 104 13¢
Realized gain on auction rate securi (76) (99)
Other nol-cash expens 68 122
Changes in operating assets and liabilil
Accounts receivabl 4,481 (5,23))
Inventories (963) 252
Prepaid expenses and other as 294 124
Accounts payabl (1,147 (487
Accrued liabilities (including $0 and $29 due ttated party as of March 31, 2010 and 2009, respag)i (162) (940
Deferred revenu (141 1C
Long-term liabilities 8 12¢
Net cash provided by (used in) operating activi 6,99( (5,529
Investing activities:
Purchases of property and equipm 47 (92)
Proceeds from the sale or maturity of avail-for-sale investment — 42
Proceeds from the sale or maturity of trading sgcimvestments 65C —
Net cash provided by (used in) investing activi 603 (49
Financing activities:
Proceeds from exercise of stock optis 25¢ —
Net cash provided by financing activiti 25¢ —
Effect of exchange rate changes on cash and casyaénts — (17)
Net increase (decrease) in cash and cash equis 7,852 (5,595
Cash and cash equivalents, beginning of ' 29,68 27,67
Cash and cash equivalents, end of » $37,53¢  $22,07¢
Supplemental disclosure of cash flow information
Income taxes paid related to foreign operat $ 174 $ 11€

See accompanying notes to unaudited condensedlictaded financial statements.
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1.

SCICLONE PHARMACEUTICALS, INC.

Notes to Condensed Consolidated Financial Statement
(Unaudited)

Basis of Presentatior

The accompanying unaudited condensed consolidateddial statements of SciClone Pharmaceuticats,(I&ciClone” or the
“Company”) have been prepared in conformity witimgelly accepted accounting principles in the UhiBates (“GAAP") consistent
with those applied in, and should be read in coetjon with, the audited financial statements far ylear ended December 31, 2009
included in the Company’s Form 10-K as filed witle tSecurities and Exchange Commission. The intniamcial information reflects
all adjustments, consisting only of normal recwgradjustments, which are, in the opinion of manag#mmecessary for a fair
presentation of the results for the interim periptssented and are not necessarily indicativesaflt®for subsequent interim periods or
for the full year. The condensed consolidated liadesheet data at December 31, 2009 is derivedtieraudited financial statements at
that date but does not include all of the informathnd footnotes required by generally accepteduatting principles for complete
financial statements.

The condensed consolidated financial statemenksdache accounts of the Company and its wholly-edveubsidiaries. Material
intercompany accounts and transactions have beamated.

Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make judgmexgsumptions and
estimates that affect the amounts reported in ondensed consolidated financial statements andrguaaying notes. Actual results
could differ significantly from those estimates.

Revenue Recognition

The Company recognizes revenue from product salixe @ime of delivery. There are no significansimmer acceptance
requirements or post-shipment obligations on thegfahe Company, except for sales to a new masketre acceptance requirements
may have to be met. Sales to importing agentsstrilolitors are recognized at time of shipment wiitésto the product is transferred to
them. Importing agents or distributors do not hewetractual rights of return except under limitedns regarding product quality.
However, the Company may replace products that bapeed or are deemed to be damaged or defectiemdelivered. The Company
estimates expected returns primarily on histonpedterns. Historically, the Company has had no pecoceturns of damaged, defective or
expired product. As such, no amount was accruegrfmtuct returns as of March 31, 2010 and Decer@bgP009 in the respective
condensed consolidated balance sheets. Paymetits byporting agents and distributors are not cgy@int upon sale to the end user by
the importing agents or distributors. Amounts irveal relating to arrangements where collectibiktyincertain and revenue cannot be
recognized are reflected on the Company’s balaheetss deferred revenue and recognized as thieagplrevenue recognition criteria
are satisfied.

Research and Development Expenses

Research and development costs are expensed athclhese costs consist primarily of salaries@heér personnel-related
expenses, including associated stock-based contmmdacility-related expenses, depreciation @flfdaes and equipment, license-
related fees, services performed by clinical regearganizations and research institutions andrathtside service providers, and the
sharing of certain costs for the development of 26ON by the Company’s partner, Sigma-Tau Finanaaip.A (“Sigma-Tau”).

Expenses related to clinical trials generally areraed based on estimates of work performed oletred of patient enrollment and
activities according to the protocols and agreeseértte Company monitors planned protocols, workopered, patient enrollment levels
and related activities to the extent possible aijdsas estimates accordingly. Nonrefundable advaagenents for research and
development goods or services are recognized a&nsgms the related goods are delivered or thiededarvices are provided.

Concentrations of Risk

Financial instruments that potentially subject @@mpany to a concentration of credit risk consistash, cash equivalents,
investments and accounts receivable. The Compaawpissed to credit risk in the event of defaulthyy institutions holding the cash,
cash equivalents and investments and by importghswihom the Company has accounts receivable textent of the amounts recorded
on the condensed consolidated balance sheet. &tibbyaall the Company’s cash and cash equivalanésheld by financial institutions
that the Company believes are of high credit quakit times, deposits may exceed government inslingits. The Company has not
experienced any losses on its deposits of caslcastdequivalents.

6



Table of Contents

The People’s Republic of China (“China”) uses eetiemethod to import and distribute products. Tis¢ridutors make the sales in
the country, but the product is imported for theyrlibensed importers. For the three months endectival, 2010 and 2009, sales to
three and two importing agents in China accounte®%% and 97% of the Company’s product saleseaely. For the three months
ended March 31, 2010, the two largest customemsusted for 59% and 29% of sales, respectively tk®ithree months ended March
2009, the two largest customers accounted for 688@2% of sales, respectively. No other customeowtted for more than 10% of
sales for the three months ended March 31, 2020@®. As of March 31, 2010, approximately $16.4lionl or 97%, of the Company’s
accounts receivable were attributable to four intipgragents in China. The Company performs on-goneglit evaluations of its
customers’ financial condition and generally doesrequire collateral from its customers.

Net Income Per Share

Basic net income per share has been computed iirdivnet income by the weighted-average numbehafes of common stock
outstanding for the period. Diluted net income §leaire is computed by dividing net income by thegiwieid-average number of common
equivalent shares outstanding for the period. Bdutet income per share includes any dilutive imfraen stock options and warrants
outstanding using the treasury stock method.

The following is a reconciliation of the numerasord denominators of the basic and diluted net ircpar share computatiofis
thousands, except per share amounts):

Three Months Ended

March 31,
2010 2009

Numerator:
Net income $ 4,19¢ $ 96
Denominator:
Weighted-average shares outstanding used to corbpstie net income per

share 47,25t 46,22(
Effect of dilutive securitie 1,87¢ 15
Weighted-average shares outstanding used to cordputed net income per

share 49,13¢ 46,23t
Basic net income per she $ 0.0¢ $ 0.0C
Diluted net income per sha $ 0.0¢ $ 0.0C

For the three months ended March 31, 2010 and 20692,119 and 8,704,598 shares, respectivelyterbta outstanding stock
options and warrants were excluded from the calicuaf diluted net income per share because thelusion would have been anti-
dilutive.

Comprehensive Income
The following table summarizes components of totehprehensive incon@n thousands) :

Three Months Ended

March 31,
2010 2009
Net income $ 4,19: $ 96
Other comprehensive income (los

Net change in unrealized loss and foreign curreranslation on foreic-

denominated availat-for-sale securitie (29 (12

Net change in unrealized gains/losses on avaifablgale securitie 11 (32)

Foreign currency translatic — (17)

Total comprehensive incon $ 4,18( $ 36
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Fair Value of Financial Instruments

The fair value of the Comparg/financial instruments reflects the amounts thatld be received to sell an asset or paid to teare
liability in an orderly transaction between margatticipants at the measurement date (exit prided.fair value estimates presented in
this report reflect the information available te tBompany as of March 31, 2010 and December 3B.Z¥e Note 3, “Fair Value
Measurements.”

Recent Accounting Guidance

In January 2010, the Financial Accounting Stand&aksrd (“FASB”) issued FASB Accounting Standardsddie (“ASU”)
No. 2010-06, Fair Value Measurements and Disclas(fFepic 820)—Improving Disclosures about Fair \é(aMeasurements. The ASU
requires new disclosures about significant trassifeand out of Levels 1 and 2 fair value measurgsmand separate disclosures about
purchases, sales, issuances and settlements getatlievel 3 fair value measurements. The ASU eladfies existing disclosure
requirements regarding inputs and valuation teakesgas well as the level of disaggregation fohedass of assets and liabilities for
which separate fair value measurements shoulddméoded. The Company adopted ASU 2010-06 at thiehieg of fiscal 2010. The
adoption of this ASU did not have a material impacthe Company’s condensed consolidated finastaaéments.

Reclassifications

The Company reclassified shipping and handlingscedaited to product shipments of $0.1 million freates and marketing
expense to cost of product sales, and reclassific@l million of legal expense from research andetigyment expense to general and
administrative expense for the three months endatiM31, 2009 to conform to the current period gméstion. These reclassifications
had no effect on the prior period’s net incometociksholders’ equity.

2. Cash, Cash Equivalents and Investment

The following is a summary of cash, cash equivaleand investmen{sn thousands):

March 31, 2010

Unrealized
Losses for
Amortized Unrealized More Than Estimated
Cost Gains 12 Months Fair Value
Cash and cash equivaler
Cash $14,73: $ — $ — $14,73:
Money market fund 673 — — 67<
Foreign U.S. dollar term depos 22,13t — — 22,13t
Total cash and cash equivale $37,53¢ $ — $ — $37,53¢
Available-for-sale investment:
Certificates of deposit maturing within 1 ye $ 76 $ — $ — $ 7€
Restricted lon-term ltalian state bonds maturing in 2( 44¢ — (58) 391
Corporate equity securitit 51 13 — 64
Total availabl-for-sale investment $ 57¢€ $ 13 $ (59 $ 531
Trading security investment
Auction rate securities maturing after 20 ye $ 1,01/ $ — $ — $ 1,01/
Total trading security investmer $ 1,01/ $ — $ — $ 1,01/
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December 31, 200!

Unrealized
Losses for
Amortized Unrealized More Than Estimated
Cost Gains 12 Months Fair Value
Cash and cash equivaler
Cash $17,54: $ — $ — $17,54:
Money market fund 16 — — 16
Foreign U.S. dollar term depos 12,13( — — 12,13(
Total cash and cash equivale $29,681 $ — $ — $29,681
Available-for-sale investment:
Certificates of deposit maturing within 1 ye $ 76 $ — $ — $ 7€
Restricted lon-term Italian state bonds maturing in 2( 44¢ — (34) 41F
Corporate equity securiti 51 2 — 53
Total availabl-for-sale investment $ b57€ $ 2 $ (39 $ 544
Trading security investment
Auction rate securities maturing after 20 ye $ 1,58¢ $ — $ — $ 1,58¢
Total trading security investmer $ 1,58¢ $ — $ — $ 1,58¢

As of March 31, 2010 and December 31, 2009, aviaH&dr-sale securities included $0.5 million intreted investments. The
unrealized losses on the Company’s restrictechttadtate bond investments are mainly as a resaliroéncy translation. The Company
intends to hold its restricted Italian state bameestments until recovery.

As of March 31, 2010, the Company’s certificateleposit for $0.1 million secures the Company’sletif credit required under its
European value added tax filing arrangements.

As of March 31, 2010, the Company held $1.0 milliofiair value of auction rate securities (“ARS'§ iading securities in short-
term investments. The ARS are highly rated inveatsby one or more of the major independent raigpgncies and have contractual
maturities generally between 20 and 32 years whoderlying assets are student loans that are sulashgbacked by the federal
government with interest rates resetting approxégagvery 30 days through an auction process. detid of each reset period, investors
may sell or continue to hold the securities at pasruptions in the credit markets have adversélcted the market for ARS. However,
the Company does not believe that the underlyicgritées or collateral have been permanently affe.ct

In November 2008, the Company accepted an Auctite Becurities Rights Offer (the “Settlement Agreatf) from UBS AG
under which, in return for a general release ahtdaand the grant of a right to UBS AG to purchiiseCompany’s ARS at any time for
full par value, the Company received the rightaquire UBS AG to purchase the Company’s ARS beginim June 2010 (the “Rights”).
The Company held approximately $1.2 million, at yaue, of eligible ARS with UBS as of March 31,120 By entering into the
Settlement Agreement, the Company (1) receivedigfii (the “Put Option”) to sell these auction ragzurities back to the investment
firm at par, at its sole discretion, anytime durithg period from June 30, 2010 through July 2, 2@h2 (2) gave the investment firm the
right to purchase these auction rate securitieelbthem on the Company’s behalf at par anytinter dhe execution of the Settlement
Agreement through July 2, 2012. The Company hawrded the fair value of the Put Option in prepaidenses and other current assets
in its condensed consolidated balance sheet asaafiVB1, 2010. The Company'’s fair value electios im¢ended to create accounting
symmetry with its fair value accounting of the ARS.

The recording of the fair value changes of the@ution resulted in net realized losses of $0.lianilfor both the three months
ended March 31, 2010 and 2009, respectively, recbtd other expense in the Company’s condensedligated statements of
operations. The recording of the fair value charigebe ARS trading securities resulted in netizedl gains of $0.1 million for both the
three months ended March 31, 2010 and 2009 recaodatther income in the Company’s condensed cotest@d statements of
operations. As of March 31, 2010, the combinedvalue of the Put Option and ARS was $1.1 millionl aepresented 99.7% of the par
value of the ARS. The Company anticipates thatreutlnanges in the fair value of the Put Option afiproximate fair value movements
in the related ARS. Further, the Company expecteteive the ARS par value of $1.2 million subseque June 29, 2010 related to its
Settlement Agreement.
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3.

Fair Value Measurements

Fair value is defined as the exchange price thafldvbe received for an asset or paid to transfabélity (an exit price) in the
principal or most advantageous market for the amskability in an orderly transaction between ketrparticipants on the measurement
date. Valuation techniques used to measure fairrvalust maximize the use of observable inputs aninize the use of unobservable
inputs. The three levels of input are:

Level 1 - Quoted prices in active markets for idzaitassets or liabilities.

Level 2 - Inputs other than Level 1 that are obaklw, either directly or indirectly, such as quapedes for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortmanorroborated by observable market (
for substantially the full term of the assets abliities.

Level 3 - Unobservable inputs that are supportelitty or no market activity and that are signéitt to the fair value of the assets
or liabilities.

Where quoted prices are available in an active etatke Company determines fair value based upotedunarket prices, and
classifies these values in level 1 of the valuatimrarchy. If quoted market prices are not avdéatair values are based upon observable
inputs such as quoted prices for similar asseliglitities; quoted prices in markets that are active; or other inputs that are observable
or can be corroborated by observable market datsutostantially the full term of the assets orilitibs and are classified in level 2 of the
valuation hierarchy. When quoted prices and ob$#eviaputs are unavailable, fair values are based market approach using internally
developed cash flow models and are classifiedvial 18 of the valuation hierarchy. The internallwdmped cash flow models primarily
use, as inputs, estimates for interest rates asubulit rates including yields of comparable tradsttuments adjusted for illiquidity and
other risk factors, amount of cash flows and exgatiolding periods of the assets. These inputsatethe Company’s assumptions about
the assumptions market participants would useiging the assets including assumptions about resletbped based on the best
information available in the circumstances. The @any’s assessment of the significance of a padidaput to the fair value
measurements requires judgment, and may affectatio@tion of the assets being measured and thegepient within the fair value
hierarchy.

Other financial instruments, including accruediliéibs, are carried at cost, which the Companyedwels approximates fair value
because of the short-term maturity of these instmnis

The following table represents the Company'’s failue hierarchy for its financial assets (cash eajaivts, investments and other
current assets) measured at fair value on a regubasigin thousands):

Fair Value Measurements at March 31, 2010 Usin

Quoted Prices ir Significant
Other Significant
Active Markets Observable Unobservable
for
Identical Assets Inputs Inputs Balance as o
Description (Level 1) (Level 2) (Level 3) March 31, 201(
Money market fund $ 67 $ — $ — $ 672
Foreign U.S. dollar term depos — 22,13t — 22,13t
Certificates of depos — 76 — 7€
Corporate equity securitit 64 — — 64
Restricted lon-term Italian state bonc 391 — — 391
Auction rate securitie — — 1,01¢ 1,01«
Put Option — — 134 134
Total $ 1,12¢ $ 22,21 $ 1,14¢ $ 24,487
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The following table provides a summary of changefir value of the Company’s level 3 financialetssduring the three months
ended March 31, 201(®n thousands):

Auction Rate

Securities Option
Balance at December 31, 2C $ 1,58¢ $ 20z
Proceeds from sal¢ (650) —
Total realized gain (loss) included in net inca 76 (68)
Balance at March 31, 20: $ 1,01« 134
4. Inventories
Inventories consisted of the followirfm thousands):
March 31, December 31
2010 2009
Raw materials $ 1,88¢ $  2,44¢
Work in progres: 5,07( 1,04¢
Finished good 4,164 6,65¢

$11,11¢ $ 10,14¢

5. Accrued Liabilities

The following is a summary of accrued liabilitigs thousands):

March 31, December 31
2010 2009

Accrued sales and marketing exper $ 1,511 $ 1,39
Accrued manufacturing cos 1,112 80¢
Accrued compensatic 94¢ 1,91:
Accrued professional fet 524 394
Accrued taxe: 404 30¢
Accrued clinical trial expens 33¢ 457
Other 1,052 77¢

$ 5,88 $ 6,04¢

6. Lines-of-Credit
Silicon Valley Bank

Under its loan and security agreement and an uritonal guaranty and security agreement with Siitéalley Bank (the “Credit
Facility”), the Company and its subsidiaries, Soitd Pharmaceuticals International Ltd. and SciCl®h&maceuticals International
China Holding Ltd. as borrowers, may borrow up @ondillion for a term of 36 months, subject to cértsublimits, including $2.5 million
for letters of credit. The Credit Facility is seedrby a first priority secured interest in all bétCompany’s assets, other than intellectual
property. The Credit facility expires in Novembé&12, and upon termination all amounts borrowed rhastepaid in full. As of
March 31, 2010, there were no outstanding borrosvimyder the Credit Facility. The Credit Facilityabg interest at the bank’s prime rate
plus 1.75% on outstanding balances. The Comparggisired to meet certain financial covenants, idiclg minimum consolidated
revenue, and minimum consolidated earnings befaesdst and income tax, as defined, and since Nbgedd, 2009, has been subjec
certain minimum fees and interest payments. The 2oy is also required to meet certain operatingnants that limit its ability to
incur liabilities, create liens, make capital exgitures, pay dividends or distributions, make inreants, and dispose of assets and to
carry credit insurance. During 2009, Company rezgia limited waiver to the Credit Facility to waigertain minimum fees and interest
payments, and to waive the requirement to mairgairedit insurance policy.
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UBS AG

The Company also has available a Credit Line (t4B8S Credit Line”) with UBS AG that will provide ufp an aggregate amount of
$0.8 million in the form of an uncommitted, demarel;olving line of credit in connection with itsguious acceptance of an offer from
UBS AG and its affiliates (“UBS") of certain rights require UBS to repurchase $1.2 million (pauedlof auction rate securities that
UBS had previously sold to the Company. The UBSIitene will be secured only by such auction regéeurities and proceeds from
sales of the auction rate securities will be applterepayment of the UBS Credit Line.

Advances under the UBS Credit Line will be madeadno net cost” basis, meaning that the intereit pg the Company on such
advances will not exceed the interest or dividguadd to the Company by the issuer of the auctite sacurities.

The UBS Credit Line also provides, among otherdghjrthat UBS AG may demand full or partial repayhaithe UBS Credit Line
or terminate and cancel the UBS Credit Line asdte discretion and without cause at any time; iplex¥ that in such case UBS AG wo
be required to provide the Company alternativerfailag on substantially similar terms or repurchideauction rate securities at par,
unless the demand right was exercised as a rdxetrtain specified events or the customer relatigm between UBS AG and the
Company is terminated for cause by UBS AG. As ofdWe81, 2010, the Company had no outstanding bangswnder the UBS Credit
Line.

7. Stock-Based Compensatior

The Company has several stock-based compensatios (ihe “Plans”) that are described in the CommAynual Report on For
10-K for the fiscal year ended December 31, 200@& Tompany, under the various equity plans, grstotk options for shares of
common stock to employees and directors. In acomelavith the Plans, the options expire ten yeans fthe date of grant. Options are
generally granted at fair market value on the dagrant and the portion that is ultimately expedi® vest is recognized as compensation
cost over the requisite service period, generally f/ears. Certain options granted under the Rlassover shorter periods. During the
guarter ended March 31, 2010, the Company grarmgdns to purchase a total of 1,213,500 sharesmincon stock and options to
purchase 124,247 shares were exercised. Duringviiiee months ended December 31, 2009, the Comgiaamted options to purchase a
total of 2,269,000 shares of common stock and @@0ghares were exercised.

The Company has granted to certain employees peaftze-based options to purchase shares of the @grspaommon stock at i
exercise price equal to the closing price of asladithe Company’s common stock as of the grard. ddte options will fully vest upon
the employee meeting a performance goal withinstabdished time frame. If the performance goal & far the option within the
established time frame, the option has a ten ygar measured from the date of grant. If the peréoroe goal is not met within the
established time frame, the option expires iniitErety. The grant date fair value per share ofatvards has been calculated using the
Black-Scholes option pricing model. The Companygeizes expense related to the performance-bagsemhspver the period of time
the Company determines that it is probable thapgréormance goal will be achieved. For the thremtins ended March 31, 2010, the
Company granted a performance-based option to paech total of 40,000 shares of common stock.Heotwelve months ended
December 31, 2009, the Company granted performbaseed options to purchase a total of 340,000 sladugsmnmon stock. For both the
three months ended March 31, 2010 and 2009, thep@oynrecorded no option expense related to theaedavas the achievement of the
performance goal was not considered probable bZtrepany.

8. Income Taxes

Provision for income tax of $0.2 million for bothet three months ended March 31, 2010 and 200®delatthe Company’s foreign
operations in China. The Company’s statutory ta@ ira China was 20% in 2009 and is 22% for 201@& Tlompany did not provide for
U.S. income taxes on undistributed earnings dbitsign operations that are intended to be permthneginvested in the foreign
operations.
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of Secti@A »f the Securities Act of
1933, as amended, and Section 21E of the SecuEitieisange Act of 1934, as amended. These forwankig statements are based on our
current expectations, estimates and projectionstadagr business, industry, management’s beliefscantin assumptions made by us. Words
such as “anticipate,” “expect,” “intend,” “plan,believe” or similar expressions are intended tmiifg forward-looking statements including
those statements we make regarding our future dinhresults; anticipated product sales; the sigfficy of our resources to complete clinical
trials and other new product development initiasgivgovernment regulatory actions that may affectipct reimbursement, product pricing or
otherwise affect the scope of our sales and mandyetie timing and outcome of clinical trials; tivaing of completion of therapy and
observation for our clinical trials; ZADAXIN's alif{f to complement existing therapies; prospectsZlBDAXIN ®and our plans for its
enhancement and commercialization; future sizé@®fxorldwide hepatitis B virus (“HBV”) and hepasitC virus (“HCV”) and other markets;
research and development and other expense Igvelability of our suppliers to continue financyalliable production of our products; cash
and other asset levels; and the allocation of firmesources to certain trials and programs. &lséstements are not guarantees of future
performance and are subject to certain risks, saicgies and assumptions that are difficult to pred herefore, our actual results could differ
materially and adversely from those expressed ynfanvard{ooking statements as a result of various factockiding, but not limited to, tho
described under the caption “Risk Factors” in Qisarterly Report on Form 10-Q. We undertake nogalion to revise or update publicly any
forward-looking statements for any reason.

Overview

SciClone Pharmaceuticals (NASDAQ: SCLN) is a prfditused, global specialty pharmaceutical comparly wisubstantial internatior
business, based primarily in the People’s RepudfliChina (“China”), and with a product portfolio nbvel therapies for cancer and infectious
diseases. Our strategy is focused on continuirggriational sales growth, a cost-containing clindmlelopment strategy, and overall expense
management. ZADAXIN, our brand of thymalfasin oyrtiosin alpha 1, is sold in over 30 countries far tteatment of the hepatitis B virus
(“HBV") and the hepatitis C virus (“HCV"), certaicancers and as a vaccine adjuvant. We believewtent cash and investment position and
the gross profit from our product sales providefthancial resources to execute on our strateggdotinued growth in our international
business and for development of our pipeline @&-ktage product candidates.

We plan to expand our commercial operations, ctisrémcated primarily in China, with the goal ofdmming a significant
pharmaceutical company in Chisa’apidly growing pharmaceutical market. A key mdrbur strategy is to leverage our decade of ézpee ir
China and to grow our international business byiragldommercial stage or near term commercial spagducts to our portfolio. We believe
we are well-positioned to in-license additionalrtpeutics for our international business with aifoon China, in part because of our
opportunity to commercialize these products utiligour well established sales and marketing orgdioiz in China. Furthermore, our
international growth strategy may include additiggertnerships and merger and acquisition transastior synergistic, commercially
attractive products.

We have successfully in-licensed two products géhatpart of this international commercial growtlattgy, DC Bead" and ondansetron
RapidFilm™ . Our DC Bead product candidate is a htreatment for advanced liver cancer which is ently approved in 40 countries
worldwide, including Europe and the U.S. We haveowrcialization rights for this product in ChinaeWommenced a small local registral
trial in the first quarter of 2010, which is expattto enroll approximately 40 advanced liver campagients at six State Food and Drug
Administration (“SFDA”)-certified liver cancer treaent centers. The primary endpoint is safety &edsecondary endpoint is efficacy, as
measured by tumor response. If the trial resutgpasitive, we believe we may receive regulatoyrayal for DC Bead in the first half of
2011.

Our second in-licensed product candidate as pahiginternational commercial growth strategy slansetron RapidFilm. Ondansetron
RapidFilm is an oral thin film formulation of ondsetron, a serotonin BT3 receptor antagonist commonly used to treatmadent nausea a
vomiting caused by chemotherapy, radiotherapy angesy. In March 2010, we announced that BioAllemharma had received European
Union (“EU”) approval of ondansetron RapidFilm. Biiance Pharma holds all European rights to ondtnes RapidFilm and was granted
regulatory approval under the EU decentralized gdace in 16 major EU countries. We have commeumatibn rights for this product
candidate in China including Hong Kong and Macand ¥ietnam, and we plan to file for product regisitsn in 2010 with the regulatory
authorities as soon as the first EU country issnasketing authorization which we expect to occu2@i0. Due to delays in marketing
authorizations for ondansetron RapidFilm in Eurape now believe we may receive regulatory apprav&hina in 2012 at which time we
intend to introduce the product through our exgsales organization.

Our clinical development strategy is focused onpmrtfolio of novel product candidates for canced énfectious diseases and includes
SCV-07 and thymalfasin. SCU7 is being developed for the delay of onset oésewral mucositis in patients receiving chemottiatiatherapy
for the treatment of cancers of the head and nedKa the treatment of HCV. Thymalfasin is beireydloped in an ongoing clinical trial for
enhancement of influenza H1IN1 vaccination in immaompromised patient populations.
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We are moving forward our clinical development geog for SCV-07, a small molecule synthetic peptidd immunomodulating
properties, which is being studied in two indicagooral mucositis and HCV. Oral mucositis is a owon, painful, debilitating complication of
cancer treatment, and we estimate that total meciss for the treatment of oral mucositis maychearound $4.2 billion in the U.S. and $10
billion worldwide in 2010. In March 2010, we annagd topline results from our phase 2 clinical tae5CV-07 for the delay to onset of
severe oral mucositis caused by chemoradiotheegiynens used to treat head and neck cancer. Tt siowed a signal towards delay to
onset of severe oral mucositis, the study’s pringargpoint, in the higher dose group. Patientséndlv dose treatment arm appeared to do
worse than placebo, suggesting that the treatnffadt és sensitive to dose. Additionally, SCV-07ssafe and well tolerated with no drug-
related serious adverse events reported, indic#teighere is potential to administer higher daxfeSCV-07 in future clinical studies. Based
the study findings, we intend to initiate discussiovith the U.S. Food and Drug Administration relijag the design of a second phase 2 study,
which would include higher doses of SCV-07.

The second component of the SCV-07 clinical develemt program is for the treatment of HCV. This riwelbter, multidose, open-label
study is designed to evaluate the safety and immadolatory effects of SCV-07 as a monotherapy aoimbination with ribavirin in non—
cirrhotic patients with genotype 1 chronic HCV wieve relapsed after at least 44 weeks of treatmiéimipegylated interferon and ribavirin.
The study, which monitors biomarkers of immuneation and HCV viral load dynamics, includes tweeattment cohorts of 20 patients each
who receive SC\O7 at a dose of either 0.1 mg/kg or 1.0 mg/kg. ffeatment period is approximately eight weeks lmuding four weeks ¢
SCV-07 monotherapy followed by four weeks of SCVH@tombination with ribavirin. We expect to repagsults by the end of 2010. During
our previous phase 2a clinical trial of SCV-07 desid to evaluate the effect of SCV-07 on HCV Jieald, as well as on other measures of
immune response, SCV-07 demonstrated activity inestseated patients in the higher dosage groupistrendecrease in viral load in these
patients was accompanied by an increase in a bi@naihich is usually correlated with an immunoladicesponse against HCV. Additional
SCV-07 was shown to be generally safe and welldtdel with no dose limiting toxicities or serioudvarse events reported.

We continue to seek development opportunities WADAXIN (“thymalfasin”) focused on vaccine enhancem. In January and
February 2010, we and our partner, Sigma-Tau FingazS.p.A., announced two data points from thesof ZADAXIN as an enhancer of
H1NZ1 flu vaccines. The study is being conductedrinmmunocompromised population of patients onmierdialysis. ZADAXIN treatment
given with the MF59 adjuvanted H1N1 influenza momlent vaccine, Focetria™ from Novartis, led togngficant increase in the percentage
of subjects who seroconverted, when evaluated db24 after vaccination, compared with those witeiked the H1IN1 vaccine alone; and at
42 days after vaccination the improvement in tissrsn in ZADAXIN-treated patients was maintaine@ plan to announce further data in the
first half of 2010, after all patients have reacié@ days post vaccination and final topline ressate available. ZADAXIN is currently
approved in Italy and more than 10 other countiigan enhancer for the influenza vaccine in imnuorepromised patients.

Outside of China, SciClone’s clinical developmemategy is to focus on driving cost-efficient phdsand 2 development of promising
compounds while seeking development partners fstlycphase 3 trials, allowing us to achieve theeptél upside of our portfolio of drug
candidates.

We believe our cash and investments as of MarcR@&1Q and ongoing revenue generating businesstaperavill be sufficient to
support our current operating plan for at leastriéet 12 months. Our results may fluctuate fromrggrato quarter and we may report quarterly
losses in the future.

Recent Accounting Guidance

In January 2010, the Financial Accounting Stand&atsrd (“FASB”) issued FASB Accounting Standardddie (“ASU”) No. 2010-06,
Fair Value Measurements and Disclosures (Topic-820)proving Disclosures about Fair Value Measuremefihe ASU requires new
disclosures about significant transfers in andaduitevels 1 and 2 fair value measurements and agpdisclosures about purchases, sales,
issuances and settlements relating to Level 3/&ire measurements. The ASU also clarifies existinglosure requirements regarding inputs
and valuation techniques, as well as the leveis#gljregation for each class of assets and ligsilibr which separate fair value measurements
should be disclosed. We adopted ASU 2010-06 abvelgenning of fiscal 2010. The adoption of this A8id not have a material impact on our
condensed consolidated financial statements.

Critical Accounting Estimates and Assumptions

The preparation of financial statements in conftymiith generally accepted accounting principlesuisees management to make
judgments, estimates and assumptions in the prapaiat our condensed consolidated financial stat@sand accompanying notes. Act
results could differ from those estimates. We lyelithere have been no significant changes in dticadraccounting policies discussed in our
Annual Report on Form 10-K for the year ended Ddmem31, 2009.
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Results of Operations

For the three months ended March 31, 2010 and gaffuct sales were $18.0 million and $15.1 millimspectively. Our revenue
growth was attributable to an increase in the gtyaof ZADAXIN sold primarily due to further markgtenetration in China. For the three
months ended March 31, 2010 and 2009, product salgkina were $17.0 million and $14.6 million,35% and 97% of sales, respectively.
All product sales in each period were derived figates of ZADAXIN.

For the three-month period ended March 31, 20168s4a two importing agents in China accountedafgoroximately 59% and 29% of
our product sales. For the three-month period enieath 31, 2009, sales to two importing agentshin@ accounted for approximately 65%
and 32% of our product sales. The two largest costs were the same importing agents in each oétpesods.

Gross margin on product sales was 84.6% for treethmonth period ended March 31, 2010, as compargd.8% for the corresponding
period in 2009. The increase in gross margin wiabatable to lower per vial production costs ré¢isigl from higher production volume. We
expect cost of product sales and gross marginsttufite from period to period depending upon #wvel of sales and price of ZADAXIN, the
absorption of product-related fixed costs, curremxghange fluctuations, and any charges associdteaxcess or expiring finished product
inventory.

Research and development expenses were $2.7 nidlidhe three-month period ended March 31, 20dfpmared to $4.8 million for the
corresponding period in 2009. The decrease wasapitinrelated to the timing of clinical trial-reksd expenses including the completion of
enroliment of patients in our phase 2 clinicalltabSCV-07 for the delay to onset of severe oratositis in the first quarter of 2010 and the
discontinuation of the RP101 clinical trial for ttreatment of pancreatic cancer last year. Thesedses were partially offset by increased
expenses related to our SCV-07 phase 2 cliniclfr the treatment of HCV.

The major components of R&D expenses include gamd other personnel-related expenses, incladisaciated stock-based
compensation, facility-related expenses, depraxiaif facilities and equipment, license-relatedsfeservices performed by clinical research
organizations and research institutions and otbtsiade service providers, and the sharing of aertasts for the development of ZADAXIN |
our partner, Sigma-Tau.

The initiation and continuation of our current atgl development programs has had and is expeactedritinue to have a significant
effect on our research and development expenségalbaosts incurred in future periods will vary deding in particular upon timeline and
design for further clinical trials and final deciss regarding the timing and expense sharing aeraegts for these trials. An expansion or
significant extension of our clinical developmenmgrams may require us to seek additional captsdurces. We are evaluating opportunities
to acquire or in-license the marketing rights togsretary products primarily in China, which magu# in increased research and development
expenses due to license fee payments or other sgpeelated to in-licensing and development of pewducts in the future.

Sales and marketing expenses were $4.9 milliothiathree-month period ended March 31, 2010, agpeaoed to $4.1 million for the
corresponding period in 2009. The increased lefshlies and marketing expenses was primarily d@e®®.4 million increase in employee-
related costs and a $0.3 million increase in camee expense as a result of increased local sepandcipation and sales meetings as we
continued to expand sales efforts for ZADAXIN iretB010 period. We expect sales and marketing eggendncrease for the remainder of
2010 related to expanding sales efforts, primanil€hina.

General and administrative expenses were $3.2omiftr both the three-month periods ended Marct2810 and 2009.

Provision for income tax was $0.2 million for bdlte three-month periods ended March 31, 2010 afé aad relates to our foreign
operations in China. The increase in the 2010 gertated to increased operating activity in Chand an increased statutory tax rate in China
from 20% in 2009 to 22% in 2010.

Liquidity and Capital Resources

Days’ sales outstanding in accounts receivableguie average receivables method, were 97 anddyOfor the three-month periods
ended March 31, 2010 and 2009, respectively. Thentaof our sales are to customers in China whaneaccounts receivable collections
have standard credit terms ranging from 90 to 18&d

At March 31, 2010 and December 31, 2009, we hadl$®@lion and $31.8 million, respectively, in cashd investments, including $1.0
million and $1.6 million, respectively, of ARS reded at fair value as trading securities. The ARSimvestments with contractual maturities
generally between 20-32 years whose underlyingssse student loans that are substantially babieate federal government with interest
rates resetting approximately every 30 days thrarmghuction process. At the end of each resetghdrigestors may sell or continue to hold
the securities at par. Disruptions in the creditkats have adversely affected the market for ARSveéler, we do not believe that the
underlying securities or collateral have been peenéy affected and we continue to earn interestnARS.
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Net cash provided by (used in) operating activities $7.0 million and ($5.5) million, for the thremnths ended March 31, 2010 and
2009, respectively. Net cash provided by (usedp®rating activities for the three months endeddd&1, 2010 and 2009, primarily reflected
the net income for the periods, adjusted for nashdeems such as employee stock compensation expaegreciation and amortization
expense and changes in operating assets andtieghikror the three months ended March 31, 201k shanges included a $4.5 million
decrease in accounts receivable as a result ofreasived from customers and an increase in invemewels by $1.0 million to meet expected
sales demands. For the three month period endechi\8dr, 2009, such changes included an increasg.®fifiillion in our accounts receivable
related to normal fluctuations in the timing of pagnts received from customers.

Net cash provided by (used in) investing activities $0.6 million and ($49,000) for the three msrghded March 31, 2010 and 2009,
respectively. Cash provided by (used in) investogvities was primarily related to proceeds frdra sale and maturity of investments, net of
purchases of property and equipment.

Net cash provided by financing activities of $0.Bion for the three months ended March 31, 2016sisted of proceeds from the
exercise of stock options made under our stock Giwkns.

In November 2008, SciClone and its subsidiariegCI6oe Pharmaceuticals International Ltd. (“SP1&f)d SciClone Pharmaceuticals
International China Holding Ltd. (“SPIL China”) asrrowers, entered into a loan and security agreéard an unconditional guaranty and
security agreement with Silicon Valley Bank (theré@it Facility”). The Credit Facility is a line-afredit that permits borrowing up to $6
million for a term of 36 months, subject to certairblimits, including $2.5 million for letters ofexit. The Credit Facility is secured by a first
priority secured interest in all of our assetsgottnan intellectual property. The Credit Facilfgo requires us to obtain a credit insurance
policy insuring certain foreign account receivaésets. SciClone Pharmaceuticals, Inc., as thatpaffSPIL and SPIL China, is the guarantor
of the Credit Facility. The Credit Facility expiresNovember 2011, and upon termination all amobotsowed must be repaid in full. As of
March 31, 2010, there were no outstanding borros/imgder the Credit Facility.

The Credit Facility bears interest at the bankimprrate plus 1.75% on outstanding balances. Weegpgred to meet certain financial
covenants, including minimum consolidated reveame, minimum consolidated earnings before intenedtiacome tax, as defined, and since
November 14, 2009, have been subject to certaiimmim fees and interest payments. We are also mdjtirmeet certain operating coveng
that limit our ability to incur liabilities, createens, make capital expenditures, pay dividenddistributions, make investments, and dispose of
assets and to carry credit insurance.

In November 2009, we received a limited waiverte €redit Facility to waive certain minimum feeslamterest payments, and to waive
the requirement to maintain a credit insurancecgoliVe are currently in compliance with the Creitility after giving effect to the limited
waiver.

In May 2009, we filed a shelf registration statetnam Form S-3 with the SEC under which we may offied sell up to $50.0 million of
our securities, (plus an additional $10.0 millibattwe could sell under an immediately effectidatedl registration statement), assuming we
continue to meet the SEC'’s eligibility requiremefatisprimary offerings on Form S-3.

We believe that our existing cash and investmemisomgoing revenue generating business operatidhseasufficient to support our
current operating plan for at least the next 12 timerWe have no current commitments to offer aticasg securities that may be offered or
sold pursuant to our registration statement. Tcettient that we raise additional capital by issweqgity securities, our stockholders may
experience dilution. Debt financing, if availabfeay subject us to restrictive covenants and sicgnifi interest costs. To the extent that we raise
additional funds through collaboration and licegsimrangements, we would be required to relings@he rights to our technologies, product
candidates or marketing territories. Additionakinting or collaboration and licensing arrangemerdg not be available when needed either at
all or, on favorable terms.

We intend to continue to explore alternatives foafficing to provide additional flexibility in maniag our operations, in-licensing or
acquiring new products, particularly in China, dadding our clinical trials. The unavailability tre inopportune timing of any financing co
prevent or delay our lontgrm product development and commercialization o, either of which could hurt our business. \Atenot assut
you that funds from financings, if any, will be Saient to conduct and complete further clinicéls or to acquire or -license additional
products. The need, timing and amount of any sinam€ing would depend upon numerous factors, inctuthe level of ZADAXIN sales, the
timing and amount of manufacturing costs relateAA®AXIN, the availability of complementary prodssttechnologies and businesses, the
initiation and continuation of preclinical and dtial trials and testing, the timing of regulatoppaovals, developments in relationships with
existing or future collaborative parties, the ssatficompetitive products, and various alternatfeeginancing. We have not determined the
timing or structure of any transaction.
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Off-Balance Sheet Arrangements
There were no off-balance sheet arrangements iththe-month period ended March 31, 2010.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The primary objective of our investment activitiego preserve principal while at the same time imiing yields without significantly
increasing risk. To achieve this objective, we Bt money market funds, certificates of depdsitn deposits, U.S. Treasury, or government
agency notes. In the past, we also invested inlyrigtied, auction rate securities. The auction ratariiées are classified as trading securitie
of March 31, 2010, and consequently, are recordetth® balance sheet at fair value with realizedgar losses reported as income (loss). All
of our investments mature within one year from ddtpurchase except for our auction rate securitidch we have the right to sell at par
value, at our sole discretion, anytime during tegqud from June 30, 2010 through July 2, 2012, @nditalian state bonds which mature in
2013. Our investment securities may be subjeaiterést rate risk and could decrease in value fkaetanterest rates rise. To minimize this
risk, we primarily hold securities that are shenrt in duration and maintain an average maturitesd than one year. We believe that our
exposure to interest rate risk is not significamd a 1% movement in market interest rates wouldhawe a significant impact to the total value
of our investment portfolio at March 31, 2010. Werit hold any derivative financial instruments $peculation or trading purposes.

We determined the fair market values of our finahitistruments based on the fair value hierarchy tbquires an entity to maximize the
use of observable inputs (level 1 and level 2 igpahd minimize the use of unobservable inputse(l8vnputs) when measuring fair value. We
categorized our $1.2 million par value ARS as I&/&l short-term investments due to the failurehenmarkets to provide quoted market
prices for the ARS securities as well as the |dckny correlation to these instruments to othereoksble market data. We valued these
securities using a pricing model. Significant irgtitat went into the model were the credit qualitihe issuer, the percentage and types of
guarantees (such as Federal Family Education Loagr&mn-FFELP), the probability of the auction sweatiag or the security being called, an
illiquidity discount factor, and tax status. At Mar31, 2010, the ARS were recorded at their detegchfair value of $1.0 million and the loss
of $0.2 million had been realized in our finanagtdtements. Changes in the assumptions of the rbadel on dynamic market conditions
could have a significant impact on the valuationthefse securities, which may lead us in the futbiteke further losses or gains for these
securities.

We have recorded our Put Option at its fair valL®01 million in prepaid expenses and other curassets on our accompanying
condensed consolidated balance sheet as of Mar@030. We estimate the fair value of the Put Gpliased on a discounted cash flow
model. The assumptions used in preparing the digedwash flow model include estimates for interatgs, estimates for discount rates using
yields of comparable traded instruments adjustedlfguidity and other risk factors, and amountazafsh flows for the expected holding peri
These inputs reflect our assumptions about riskeldped based on the best information availabteéncircumstances. Changes in the
assumptions of the model based on dynamic marketittons could have a significant impact on theuasibn of this asset, which may lead us
in the future to record gains or losses for thiseas

Substantially all our sales and most of our martufioy costs to date have been in U.S. dollars. él@r, some of our purchases with
contract manufacturers are denominated in eurogestd of our marketing efforts in China are paitbical currency. In addition, we have
certain cash balances denominated in euros. Asudt reve are exposed to foreign currency rate dlatibns, and we do not hedge against the
risk associated with such fluctuations. Consegygentianges in exchange rates could result in ntexchange losses and could unpredict
materially and adversely affect our operating rssaihd stock price. Such losses have not beerfis@tito date.

ltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our Chief Executive €ffi(“CEQO”) and Chief Financial
Officer (“CFQ”), we evaluated the effectivenesaf disclosure controls and procedures, as sunhitedefined in Rule 13a-15(e)
promulgated under the Securities Exchange Act 8#18s amended. Based on this evaluation, our GECC&O concluded that our disclosure
controls and procedures were effective as of tiieodthe period covered by this quarterly report.

Changes in Internal Controls

There has been no change in the Company’s inteamdiol over financial reporting (as such termesdinked in Rules 13a-15(f) and 15d-
15(f) under the Securities Act of 1934, as amentleat)was identified in connection with the evaloiatthereof that occurred during the first
quarter of 2010 that has materially affected, oe@sonably likely to materially affect, the Comparinternal control over financial reporting.
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Limitations of the Effectiveness of Internal Contrds

A control system, no matter how well conceived apdrated, can provide only reasonable, not absaasurance that the objectives of
the internal control system are met. Because dartit limitations in any control systems, no evadumaof controls can provide absolute
assurance that all control issues, if any, withaompany have been detected. We are continuouskjrggto improve the efficiency and
effectiveness of our operations and of our intecaaltrols. This results in refinements to procesisemighout our organization.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings
None

Iltem 1A. Risk Factors

Our risk factors are set forth below in their egtjr The list is not exhaustive and you should feéiseconsider these risks and
uncertainties before investing in our common st&@k. have marked with an asterisk (*) those risltdecbelow that reflect substantive
changes from the risk factors included in our AdiReport on Form 10-K filed with the Securities dxtchange Commission on March 16,
2010.

Our stock price may be volatile, and an investmenit our stock could suffer a decline in value. *

We have a history of operating losses and an acledeaudeficit. Although we reported net income di.® million for the year ended
December 31, 2009 and $4.2 million for the threeth® ended March 31, 2010, we have experiencedisagtt operating losses in the past,
and as of March 31, 2010, we had an accumulateditdeff approximately $160.7 million. If our openagj expenses were to increase or if we
were not able to increase or sustain revenue, wenmoachieve profitability over the next 12 months

The market price of our common stock has experiénaed may continue to experience, substantiakilibfalue to many factors, some
of which we have no control over, including:

. actual or anticipated fluctuations in our quartenberating results

. progress and results of clinical tria

. progress of thymalfasin and SCV-07 through the latguy process, especially regulatory actions &edatdequacy of clinical data
and documentation for regulatory purposes in thitddrStates, Europe, China and Jaj

. finding a partner for la-stage trials of our clinical development candidg

. progress of DC Bea™ and ondansetron RapidFi™ through required clinical studies and the regulafoocess, especial
regulatory actions and the adequacy of clinicah@deitd documentation for regulatory purposes in €himd Vietnam

. timing and achievement of mileston

. changes in our agreements or relationships witlalgotative partners

. announcements of technological innovations or nemdycts by us or our competito

. announcement and completion of corporate acquisitigerger, licensing or marketing arrangementsaes of asset

. government regulatory action affecting our drugdurets or our competitors’ drug products in Chite, United States and other
foreign countries

. developments or disputes concerning patent or j@iapy rights;
. changes in the composition of our management teeboard of directors
. changes in company assessments or financial eeSrbgtsecurities analys
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. changes in assessments of our internal controlsfmancial reporting

. general stock market conditions and fluctuatiomgtie emerging growth and pharmaceutical markebse:
. economic and political conditions in the Unitedt8saor abroad; ar

. broad financial market fluctuations in the Unitadt8s, Europe or Asii

Our revenue is dependent on our sale of ZADAXIN irChina, and if we experience difficulties in our foeign sales efforts, our
operating results and financial condition will be larmed. *

Our product revenue is highly dependent on thea&afADAXIN in China. If we experience difficultiem our foreign sales efforts in
China, our business will suffer and our operatiesuits and financial condition will be harmed. B three months ended March 31, 2010 and
2009, approximately 95% and 97%, respectively,wf2ADAXIN sales were to customers in China. SalEZADAXIN in China may be
limited due to the low average personal incomek teqatient cost reimbursement, poorly developgdhstructure and competition from other
products, including generics. ZADAXIN sales growrirecent years has benefited from the rapidly gnguChinese economy and growing
personal disposable income. Sales of ZADAXIN inr@h¢ould be adversely affected by a slowing or dawnof the Chinese economy.

In China, ZADAXIN is approved only for the treatnei hepatitis B virus (“HBV”)and as a vaccine adjuvant. We face competition
pharmaceutical companies who are aggressively riiagkeompeting products for the treatment of HB\d axther indications where we belie
ZADAXIN may be used on an off-label basis. In adif several local companies are selling lowerqatidocally manufactured generic
thymosin, which is a competitive product and idisglin substantial and increasing quantities. Wigieneric products outsell ZADAXIN in
unit volumes, we have been able to maintain anratdga through the reputation of our imported, beahgroduct. We expect such competition
to continue and there could be a negative impat¢hemrice and the volume of ZADAXIN sold in Chinehich would harm our business. Our
efforts to inlicense or acquire other pharmaceutical productenfarketing in China and other markets may be wessful or even if success
may not have a meaningful effect on our dependencADAXIN sales in those markets.

In November 2009, thymosin alpha 1, the generiertb@ name for our pharmaceutical product ZADAXIMgs included as a Category
B product in the National Reimbursed Drug List. \Wi# have to negotiate a new price at the time thatproduct is reviewed for price
adjustment by the authorities. China regulatesrphaeutical prices and pharmaceutical importatidrese regulations may reduce prices for
ZADAXIN to levels significantly below those that wial prevail in an unregulated market, limit thewwole of product which may be imported
and sold or place high import duties on the prodaicy of which may limit the growth of our revenusause them to decline. We believe
the Chinese government is increasing its effortetiuce overall health care costs, including thhopigcing controls. Individual provinces in
China and, in some cases, individual hospitalsatahhave established pricing requirements for dywrbto be included on formulary lists. In
some cases, these prices have been lower tharstiiiwtors have been selling ZADAXIN in which case have been removed from
formulary lists, which consequently has reducedss#d certain hospitals and could adversely affacfuture sales. The Chinese national and
provincial governments regulate product pricing greimaximum prices for ZADAXIN at the provincigMel over the next several years, and
potentially at the national level. The process tamihg for this is unpredictable. We are workingtbese regulatory processes as well as on
potential changes in our business model dependirmgptential outcomes. We believe we will be ableuocessfully manage our business in
China through this process, however maximum pricesd be set at some time in the future which caddersely affect our results or require
substantial changes in our business model whichbealifficult to implement.

We have received regulatory approvals to importraadket ZADAXIN in China and to manufacture ZADAXI&hd export the product
from Italy. In order to continue our sales to Chiwa need to maintain these approvals. Our licemsmport ZADAXIN into China needs to be
renewed every five years and the next renewalkjsired in 2013. Although we were successful in olitg a renewal in 2008, there is no
assurance that we will receive renewals in theréutvhen applied for or that the renewals will netdenditioned or limited in ways that limit
our ability to sell ZADAXIN in China. Further, olicenses to manufacture and export ZADAXIN fromtare dependent upon our continu
compliance with regulations in Italy. Our businessuld be adversely affected if we are not able &ntain these approvals. In order to sell
ZADAXIN to the licensed importers in China, our nué&cturers must 1) be approved by the Italian Migisf Health (“AIFA”) and 2) be
accepted by the State Food and Drug Administraifd@hina (“SFDA”"), the Chinese equivalent to theitdd States Food and Drug
Administration (“FDA”), and we must obtain an Imped Drug License from the SFDA permitting the impaton of ZADAXIN into China.
The license must be renewed every five years, famd thange manufacturers, these changes mustagdyeved by the AIFA in Italy and 2)
be accepted by the SFDA. When we change manufastweemust obtain a new approval. We are currénttiie process of changing
manufacturer and if we are not successful in obtgithe necessary approval in a timely mannerpoginess would be adversely affected.

Our ZADAXIN sales and operations in other part€bfna and the world are subject to a number obréskd increasing regulations,
including difficulties and delays in obtaining refgations, renewals of registrations, permits,ipg@pprovals and reimbursement, increasing
regulation of product promotion and selling pragsicunexpected changes in regulatory requirementpalitical instability. In addition, durir
the second quarter of 2009 we experienced a stipsgrge in
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ZADAXIN sales which we believe was attributable bbtd the increasing penetration of ZADAXIN withinet Chinese market, as well as
concerns in China from the H1N1 flu virus. Although believe that ZADAXIN sales have returned tcelevmore consistent with our
established business, if distributors and hospitelspurchase ZADAXIN stockpile more ZADAXIN thaxeeded for current use, our sales of
ZADAXIN may suffer as distributors and hospital® BADAXIN already in their inventory before purclivag additional product from us. This
could lead to uneven future revenue results for AXIN and in turn materially impact our cash flowdahusiness condition.

We experience other issues with managing foreitgssgperations including long payment cycles, piaédifficulties in accounts
receivable collection and, especially from sigrfit customers, fluctuations in the timing and anadiorders and the adverse effect of any of
these issues on our business could be increaset thue concentration of our business with a smathber of distributors. Problems with
collections from, or sales to, any one of thos¢rithistors could materially adversely affect ourués. Operations in foreign countries including
China also expose us to risks relating to diffieglin enforcing our proprietary rights, currenlycfuations and adverse or deteriorating
economic conditions. If we experience problems whltaining registrations, complying with reimburserhrules or compliance with foreign
country or applicable U.S. laws, adverse or mixett@me of clinical studies anywhere in the worldifave experience difficulties in paymel
or intellectual property matters in foreign juristitbns, or if significant political, economic org@atory changes occur, our results could be
adversely affected. Moreover, our operations thinoud the world including China are potentially sdijto the laws and regulations of the
United States including the Foreign Corrupt Prastidct, in addition to the laws and regulationsheflocal countries. Regulation in China of
the activities in the pharmaceutical industry haseéased and may continue to undergo significashtussanticipated changes. A number of
companies have faced significant expenses or finesresult of the increasing regulation of, arfdreement activity regarding, the
pharmaceutical industry. If we fail to comply witligulations or to carry out controls on our Chinessether foreign operations in a manner
satisfies all applicable laws, our business woddarmed.

The Chinese government has been engaged in arsadestimulus program in China over the past y@&r .believe that the Chinese
government is reducing these stimulus programsb®lieve these programs have had broad effectssattrtesChinese economy, and the
reduction or withdrawal of these programs couldeagely affect spending in numerous ways, includedyction of spending on
pharmaceutical products including ZADAXIN.

Our sales of ZADAXIN may fluctuate due to seasonaly of product orders and sales in any quarter may ot be indicative of future
sales.

Our sales for the quarter ended June 30, 2009 gveetly affected by the demand in China for ZADAXMich we believe was in
connection with Influenza A (H1IN1). Similarly, osales for the quarter ended June 30, 2003 werdygegtected by the demand in China for
ZADAXIN in connection with the treatment of Sevekeute Respiratory Syndrome (“SARS”). To date, SARS not re-emerged, like
influenza, as a seasonal public health problem. & it is not possible to predict what effeciify, HLN1, SARS, or similar epidemics
would have on future sales of ZADAXIN, if they wareemerge. Although we do not market ZADAXIN fageuin treating epidemic diseases
such as Influenza A (H1N1) or SARS, if ZADAXIN isighased in connection with outbreaks of seasdrall sontagions, product sales could
become more concentrated in certain quarters ofdhendar year, quarterly sales levels could flakgwand sales in any quarter may not be
indicative of sales in future periods.

We may lose market share or otherwise fail to compe effectively in the intensely competitive pharmagutical industry.

Competition in the pharmaceutical industry in Chimatense, and we expect that competition widkgase. Our success depends on our
ability to compete in this industry, but we canasesure you that we will be able to successfully peta with our competitors. Increased
competitive pressure could lead to intensifiedgti@ased competition resulting in lower prices ardgims, which would hurt our operating
results. We cannot assure you that we will compateessfully against our competitors or that omnpetitors, or potential competitors, will
not develop drugs or other treatments for our tadyendications that will be superior to ours.

We depend on sales in China, and global conditiort®uld negatively affect our operating results or linit our ability to expand our
operations outside of China. Changes in China’s pitical, social and economic environment may affeatur financial performance.

A large majority of our sales are in China. Heiglete tensions resulting from the current geopolitoaditions in the Middle East, North
Korea and elsewhere could worsen, causing disnupiio foreign trade, which would harm our salegpdnrticular, our commercial product is
manufactured in Europe and distributed by us fremaperations in Hong Kong. Any disruption of oupply and distribution activities due to
geopolitical conditions could decrease our salestetm our operating results.

With respect to China, our financial performanceyine affected by changes in China’s political, aband economic environment. The
role of the Chinese central and local governmenmthé Chinese economy is significant. Chinese ditoward economic liberalization, and
laws and policies affecting foreign companies, ency exchange rates and other matters
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could change, resulting in greater restriction®onability to do business in China. Any impositi@ihsurcharges or any increase in Chinese tax
rates could hurt our operating results. The Chigeseernment could revoke, terminate or suspendicemse for national security and similar
reasons without compensation to us. If the govermrmEChina were to take any of these actions, wald/be prevented from conducting all
part of our business. Any failure on our part tonpdy with governmental regulations could resulthie loss of our ability to market our

products in China.

Because of China’s tiered method of importing and idtributing finished pharmaceutical products, our quarterly results may vary
substantially from one period to the next. *

China uses a tiered method to import and distriinotshed pharmaceutical products. At each poeridfy, and prior to moving the
product forward to the distributors, governmengtised importing agents must process and evaluatesbgpment to determine whether such
shipment satisfies China’s quality assurance reguénts. In order to efficiently manage this proctssimporting agents typically place large,
and therefore relatively few, orders within an asmeriod. Therefore, our sales to an importingnagan vary substantially from quarter to
guarter depending on the size and timing of ther,dvhich has in the past and may in the futubseaur quarterly results to fluctuate. We
rely on a limited number of importers, in any givgmarter, to supply substantially all of our prodimcChina. Because we use a small number
of importing agents in China, our receivables framy one importing agent are material, and if weenerable to collect receivables from any
importer, our business and cash-flow would be ablgraffected.

We may be subject to currency exchange rate flucta@mns, which could adversely affect our financial prformance.

Substantially all of our product sales are denoteihén U.S. dollars. Fluctuation in the U.S. dollxchange rate with local currency
directly affects the customer’s cost for our pradirc particular, a stronger U.S. dollar vis-a-the local currency would tend to have an
adverse effect on sales and potentially on cotbeotif accounts receivable. China currently mairgtdire value of the renminbi in a narrow
currency trading band that may or may not fluctisteed upon government policy. Depending on maxieditions and the state of the
Chinese economy, it is possible that China coulderiature adjustments, including moving to a manafygat system, with opportunistic
interventions. This reserve diversification may atdgely impact the United States dollar and U.%eriest rates. A trend to a stronger U.S. d
would erode margins earned by our Chinese impoatedsprompt them to ask us to lower our prices.af¢esubject to currency exchange rate
fluctuations as a result of expenses incurred yfaneign operations. In particular, one of ourglyparrangements under which we purchase
finished products is denominated in euros and afstsir operations in China are paid in local cnese Consequently, changes in exchange
rates could unpredictably and adversely affectoparating results and could result in exchangeeksEo date, we have not hedged against the
risks associated with fluctuations in exchangesratal, therefore, exchange rate fluctuations cloaleé a material adverse impact on our future
operating results and stock price.

Our business strategy is dependent on our abilityotin-license or otherwise acquire the rights to delop and commercialize
products, particularly in China. If we fail to acquire such rights or are unsuccessful in our effort$o develop such products and obtain
regulatory approval to market and successfully comrarcialize them, our business will suffer.

All of our products, including ZADAXIN, the only afor which we have sales revenue, have beenémdied by us. We do not conduct
product discovery and typically have in-licensed products from third parties who have discovetedproducts and conducted at least some
pre-clinical research on them. We are particulobused on in-licensing products for the China readad the competition for attractive
products to in-license is intense, and we canmairasyou that we will be able to in-license produintthe future on acceptable terms, if at all.
In addition, we face the risks of developing thdidensed products and the risks and uncertaiofiesnducting clinical trials and seeking
regulatory approval to market thelinensed products, all of which require years ébrefand the commitment of significant financiasoerrces
Our ability to grow our business requires the depeient and commercialization of additional produlftese are unable to itieense or acquir
products on acceptable terms and successfully dewld commercialize them, our business could baéddh

We may engage in acquisitions and must successfulhtegrate any acquired products or companies in ater to avoid a material
disruption to our business and material adverse edicts to our financial results.

We may engage in one or more acquisitions of prizdoiccompanies. Acquisitions involve numeroussjskcluding the following:

. difficulties and costs in integrating the operasiptechnologies, products and personnel of theigstjbusinesse:

. inadequate internal control procedures and disoéosantrols to comply with the requirements of 8c#04 of the Sarbané3xley
Act of 2002, or poor integration of a target comy’s or business’ procedures and contro

. diversion of manageme’s attention from normal daily operations of theibess;
. potential difficulties in completing projects asided with ir-process research and developm
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. difficulties in entering markets in which we have or limited direct prior experience and where cetitprs in such markets ha
stronger market position

. insufficient net revenue to offset increased expsrassociated with acquisitiol
. potential failure to achieve commercial expectai
. potential loss of key employees of the acquired mames; ant
. difficulty in forecasting revenues and margi
Acquisitions may also cause us to:
. issue common stock that would dilute our curreatrsholder’ percentage ownershi
. assume liabilities, some of which may be unknowthattime of such acquisition
. record goodwill and intangible assets that willséject to impairment testing and potential pedgadipairment charge:
. incur amortization expenses related to certaimgitde assets
. incur large and immediate wr-offs of in-process research and development cos!
. become subject to litigatio

Mergers and acquisitions of pharmaceutical comsainieerently entail risk, and no assurance can\mEnghat any future acquisitions
will be successful or will not adversely affect duwsiness, operating results, or financial conditiailure to manage and successfully integrate
acquisitions could harm our business and operaéiaglts in a material way. Even when an acquiredpamy has already developed and
marketed products, there can be no assurance obtiigmued prospects or success of such produdtebpre-acquisition due diligence will
have identified all possible issues that mighteavidgth respect to such products.

We may not be able to successfully develop or commo&lize our products.

While we have sales of ZADAXIN (“thymalfasin or tmalfasin alpha 1”) in certain markets, regulatgpp@val does not exist at this
time for ZADAXIN for the key markets of the Unit&tates, Europe (outside of Italy) and Japan anthisrrespect ZADAXIN is still being
developed. In 2006, we acquired the rights to ithiste DC Bead in China, but we must receive regujaapproval before we can
commercialize this product. We previously belietleat regulatory approval for DC Bead in China wobddforthcoming in 2009. However, 1
SFDA required us to conduct a local trial in Chioaupplement data already obtained from a prev@d$ead study. This study is underway
and if the trial results are positive, we expeateieive regulatory approval for DC Bead in thetfiralf of 2011. Our other potential products
presently are SCV-07 and ondansetron RapidFilmeacti of them is in an earlier stage of developrtieart ZADAXIN. Clinical trials
outcomes are uncertain. For example, in Octobe® 208 halted our phase 2 trial of RP101 and we Inavelans to proceed with further
development of RP101 at this time. We may consier undertake various strategies to expand oufoftiorbf potential products, including
acquiring product candidate rights through licermesther relationships, or through other strategliationships including acquisitions of other
companies that may have proprietary rights to ofleselopment candidates or the capability to disconew drug candidates. Such transact
could require a substantial amount of our finan@aburces, or, if equity is involved, may resalsubstantial dilution to current stockholders.
Strategic transactions also require substantiakigament time and effort and are subject to vanisks that could adversely affect us or our
financial results.

To fully develop our products, substantial resosraee required for extensive research, developmesclinical testing, clinical trials,
manufacturing scale-up and regulatory approvalrgdadhe potential products being ready for sale. &&nnot assure that our efforts will
produce commercially viable products. We face digamt technological risks inherent in developihgge products. We may also abandon
some or all of our proposed products before thepime commercially viable. For DC Bead, we are @liéid to pay half of the costs in our
efforts to obtain regulatory approval in China atide to recent events, the total amount of costB@ Bead will increase. For ondansetron
RapidFilm, we are obligated to make a milestonenpayt upon regulatory approval. If any of our pradueven if developed and approved,
cannot be successfully commercialized in a time&nner, our business will be harmed and the pricaioktock may decline.

We have not yet sold any product othentBADAXIN and our sales have been primarily torgée country, China. Our future revenue
growth depends to a great extent on increased mackeptance and commercialization of ZADAXIN ird@nal countries, as well as our
ability to increase sales in China. If we fail tawsessfully market ZADAXIN or if we cannot commetiize this drug in the United States and
other additional markets, our revenue and operaénglts will be limited. If unexpected and seri@dwverse events are reported, or if expected
efficacy results are not achieved, it would haveaderial adverse effect on our business. Our fuewenue will also depend in part on our
ability to develop other
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commercially viable and accepted products, sudb@®8ead, ondansetron RapidFilm, and SCV-07. Maakeeptance of our products will
depend on many factors, including our ability todince prospective customers to use our producés adternative to other treatments and
therapies and to convince prospective strategimees to market our products effectively and to niacture our products in sufficient
guantities with acceptable quality and at an aad@ptcost. In addition, doctors must opt to usattnents involving our products. If doctors
elect to use a different course of treatment, dehfianour drug products would be reduced. Failordd any of the above will lead to an
unfavorable outcome on the results of our operation

We cannot predict the safety profile of the use dhymalfasin, DC Bead, ondansetron RapidFilm or SC\A7 when used in
combination with other drugs.

Many of our trials involve the use of thymalfasmdombination with other drugs. SCV-07 may be depetl to be used in combination
with other drugs. Some of these drugs, particulpegylated interferon alpha, ribavirin, non-peggthinterferon alpha, dacarbazine and
gemcitabine are known to cause adverse patientioaac\We cannot predict how thymalfasin, DC Beaujansetron RapidFilm or SCV-07
will work with other drugs, including causing pddsi adverse side effects not directly attributdbléhe other drugs that could compromise the
safety profile of thymalfasin, DC Bead, ondansetRapidFilm or SCV-07 when used in certain combatherapies.

Final results from our proposed or ongoing clinicaltrials for thymalfasin, SCV-07, ondansetron Rapidiim, and DC Bead may
differ materially from interim or pre-clinical tria | results. These clinical trials could be affectetdy the future actions of our partners,
unexpected delays, unanticipated patient drop outates or adverse side effects, future actions by tf8DA or the FDA or equivalent
regulatory authorities in Europe or other countriesor additional expenses.

Our ability to achieve and sustain operating patiiity depends in large part on our ability to coence, execute and complete clinical
programs and obtain additional regulatory approf@ZADAXIN and other drug candidates.

Clinical trials are inherently risky and may revéat our product candidates are ineffective orehawvanticipated side effects and/or drug
interactions that may significantly decrease tkelihood of regulatory approval. In October 200®, announced the discontinuation of our
phase 2 clinical trial evaluating RP101, a nucl@esinalog known as BVdU, for the treatment of Etge pancreatic cancer. This decision
followed the recommendation of the trial’s DataedafMonitoring Committee (“DSMC"pased upon the data reviewed and we have no m
proceed with further development of RP101 at tiniet In addition, on November 5, 2008, we annourtbedop-line results from a large,
randomized, phase 3 clinical trial evaluating thifergn in combination with pegylated interferon ladp2a (“peg-1FN-2a”) and ribavirin
(“RBV") as a treatment for patients with hepatifis/irus (“HCV”) who have not responded to priorrdyey consisting of peg-IFN and RBV
alone (current standard of care). The thymalfagiated group did not achieve statistical signifazafor the primary end point of sustained
virological response (“SVR”) as assessed in theary analysis population, i.e. the intent-to-trgapulation. In the prospectively defined
secondary population of patients who completeduleourse of 48 weeks of treatment with thymailfiaie addition to peg-IFN-2a and RBV
(“Completer Population”), the primary endpoint veahieved with statistical significance. These rissdid not meet our expectations based
upon prior clinical trials. Similarly, the resul$ our thymalfasin phase 2 melanoma clinical tialnot necessarily predict future clinical or
commercial success. Finally, the results of stusid3C Bead, ondansetron RapidFilm, SCV-07, inahgda phase 2a for HCV, pre-clinical and
phase 1 trial results also do not predict clinaratommercial success.

We may face numerous unforeseen events during aresult of, clinical trials that could delayppevent commercialization of our
product candidates including: our product candidéitecal trials may not prove statistical signditce; negative or inconclusive clinical trial
results may require us to conduct further testing® may choose to abandon projects that we hadl éageecting to complete; clinical trials
may be halted due to safety reasons; patient dubpates in our clinical trial may be higher thamiepated; the FDA, its European equivalent
EMEA or the SFDA may not approve our products fmmemercialization or may require additional clinitdl data prior to approving our
products; and/or our future expenses and abiligre@eed with a trial may be dependent in partidifig a partner. Moreover, if the outcome
of any of these trials is unsuccessful, or evesudcessful, does not achieve commercially meanimgfults, our business could be harmed.

If third-party reimbursement is not available or patients cannot otherwise pay for ZADAXIN, DC Bead, adansetron RapidFilm,
or SCV-07, we may not be able to successfully markéhem.

Significant uncertainty exists as to thembursement status of new therapeutic products, as ZADAXIN, and once commercialized,
DC Bead, ondansetron RapidFilm and SCV-07. We daasgure you that third-party insurance coverageraimbursement will be available
for therapeutic products we might develop. Reiménorsnt is generally not available for ZADAXIN in @lai and we cannot assure you that we
will be able to maintain existing reimbursementsnorease third-party payments for ZADAXIN or olstahird-party payments for DC Bead in
China or ondansetron RapidFilm in China includingnd Kong and Macau, or Vietnam. The failure to obta maintain third-party
reimbursement for our products would harm our bessnFurther, we cannot assure you that additionations will not be imposed in the
future in the United States or elsewhere on drug@age and reimbursement due to proposed heakhrefarms. In many emerging markets
where we have marketing rights to ZADAXIN, but wagovernment resources and per capita income may lmv that our products will be
prohibitively expensive, we may not be able to nreadur products on economically favorable termat ill.
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Efforts by governmental and third-party payersdatain or reduce health care costs or the annoueceof legislative proposals or
reforms to implement government controls could eausto reduce the prices at which we market augsjrwhich would reduce our gross
margins and may harm our business.

If we do not obtain regulatory approval for thymalfasin, SCV-07, ondansetron RapidFilm or DC Bead fothe intended indications
that we are evaluating, our revenues will be limitd and our operating results may be materially affeted.

Our ability to execute on our business stratedgrigely dependent on our ability to obtain regutatapproval for the use of thymalfasin
in major markets, for the use of SCV-07 in majorkets, excluding Russia, for the use of ondanseRapidFilm in China including Hong
Kong and Macau, and Vietnam, and for the use of#2&d in China. The regulatory approval processéisarunited States, Europe and China
are demanding and typically require 12 months orenio the United States and China and 18 montinsase in Europe from the date of
submission of an NDA. We have committed significasources, including capital and time, to devétmse products, and intend to continue
to do so, including the initiation and executioradfiitional clinical trials, with the goal of obtéig such approvals. If we do not obtain these
approvals, we will be unable to achieve any revdmua these products in these major markets andhgunalfasin sales in other jurisdictions
could decline.

We believed that regulatory approval for DC Beadildde forthcoming in 2009. However, the SFDA regdius to conduct a local trial
in China to supplement data already obtained frgoreaious DC Bead study. The study is underwayiftie trial results are positive, we
expect to receive regulatory approval for DC Beathe first half of 2011. However, we cannot gigsurance that such submission will be
approved by the regulatory authorities. If addisibclinical trials in China are required as parthe# regulatory process, the regulatory
submission for marketing approval could be delaped considerable period of time, and there candassurance that the results of clinical
trials would support a regulatory submission ot tha regulatory authorities would approve the pado be commercialized and sold in
China. To the extent that additional informatiorctinical trials are required by the regulatorytarities, or we do not receive regulatory
approval in China, our future sales potential inn@tcould be harmed.

All new drugs, including our products, which haweeh developed or are under development, are subjegtensive and rigorous
regulation by the FDA, SFDA and similar regulatagencies. These regulations govern, among othegshthe development, testing,
manufacturing, labeling, storage, pre-market apglrdmportation, advertising, promotion, sale amtribution of our products. These
regulations may change from time to time and neyulaions may be adopted.

Satisfaction of government regulations may takeesswears and the time needed to satisfy thenevabstantially based on the type,
complexity and novelty of the pharmaceutical prddAs a result, government regulation may caus® alay the introduction of, or prevent
us from marketing, our existing or potential proguor a considerable period of time and imposelg@socedures upon our activities. Even if
we obtain regulatory approval for our products hsapproval may impose limitations on the indicaisds for which our products may be
marketed. Further unsatisfactory data resultingfadinical trials may also adversely affect ourliépoto market and sell thymalfasin in mark:
where it is approved for sale.

We rely on third parties who are our sole source qupliers for our clinical trial and commercial produ cts and their inability to
deliver products that meet our quality-control standards could delay or harm one or moremportant areas of our business including ou
sales, clinical trials or the regulatory approval pocess.

We rely on third parties, who are subject to retgulaoversight, to supply our clinical and commatgroducts. For example,
Biocompatibles is the sole supplier of DC Bead, WggbPharma Research S.A. (“APR”) is the sole sigppif ondansetron RapidFilm, and
Solvay Peptides S.A. is our sole supplier of SCVATy unanticipated deficiencies in these supplierghe suppliers or our raw materials,
and/or recall of the manufacturing lots or siméation regarding the pegylated interferon alphagvirin or gemcitabine used in our clinical
trials could delay the trials or detract from theegrity of the trial data and its potential usduture regulatory filings. In addition,
manufacturing interruptions or failure to complthwviegulatory requirements by any of these supplieuld significantly delay clinical
development of potential products and reduce tharty or clinical researcher interest and suppbproposed trials. These interruptions or
failures could also impede commercialization of products and impair our competitive position.

Further, any deficiencies or shortages in supplguwfcommercial products would adversely affectahitity to realize our sales plans.
For example, the manufacturing of the raw matenmal the processing to finished product of ZADAXEN\dione in few batches in any given
three-month period and any manufacturing errorgtiag potential to require a product recall. Du20§6, we experienced failures and lower
yields on production runs from our sole suppliebolk active pharmaceutical ingredie“API”) product for the manufacture of ZADAXIN for
our current markets, including China. During 2088, experienced quality-control problems with a comgnt of our ZADAXIN kit. Although
we are taking steps to ensure that such problenm®ticontinue, there is no assurance that we vtfilee be successful in doing so with our
current supplier or be able to timely and costaffely qualify a new supplier for this componektanufacturing interruptions or failure or
delay of product to meet quality assurance speditios could adversely affect shipments and re¢mgnof sales of ZADAXIN in any period
and impair our relationships with customers andampetitive position and may increase the coshaterial produced.
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We are in the process of registering new suppf@ar@ ADAXIN with regulatory agencies in markets whehymalfasin is approved for
sale, including China. This process, quality assteaand other steps could cause delays or inténgoof supply in certain other markets. In
some countries, a manufacturing change may reqdul@ional regulatory approvals that may delay thifasin marketing approvals in new
markets. In addition, if sales of ZADAXIN were tacrease dramatically, our third-party suppliers maybe able to supply ZADAXIN either
quickly enough or at a commercially reasonable,amiich could limit our ability to satisfy increasedemand or could adversely affect the
ability of these suppliers to provide productsdar clinical trials. If any of our suppliers arealpte to match our need for supply, either bec
of product defects, inability to increase supplyhia face of increased demand, or maintain findigoigable businesses, our ability to effect
sales and protect our brand reputation would beradly impaired, thereby materially and adversaffgcting our sales and results of
operations.

We rely on third parties for development of our praducts and the inability of any of these parties toeliably, timely or cost-
effectively provide us with their obligated service could materially harm the timing of bringing our products to market and accordingly
adversely affect our business.

We rely on third parties, such as contract researganizations, medical institutions, clinical istigators, contract laboratories, and
collaborative partners in the conduct of clinigals for our product candidates. If these partigspm we do not control, do not successfully
carry out their contractual duties or regulatoryigdtions or meet expected deadlines or chooséonmintinue their relationship with us, if the
third parties need to be replaced, or if the gyalitaccuracy of the data they obtain is comproththge to the failure to adhere to our clinical
protocols or regulatory requirements or for othersons, our pre-clinical or clinical activities iz extended, delayed, suspended or
terminated, and we may not be able to obtain régulapproval for, or successfully commercialize product candidates.

Commercialization of some of our products dependsrocollaborations with others. If our collaboratorsare not successful, or if we
are unable to find future collaborators, we may note able to properly develop and commercialize oysroducts.

We depend in part on our distributors and busipesters to develop or promote our drugs, andely #re not successful in their efforts
or fail to do so, our business will suffer. For eyae, Sigma-Tau is responsible for the developraedtmarketing of ZADAXIN in most of
Europe. Biocompatibles is providing SciClone witle hecessary supporting documents to obtain regulapproval in China for DC Bead,
APR is providing SciClone with the necessary suppgrdocuments to obtain regulatory approval inf@hincluding Hong Kong and Macau,
and Vietnam for ondansetron RapidFilm. We genemdiynot have control over the amount and timingegburces that our business partners
devote to our collaborative efforts, and some hastealways performed as or when expected. If theepat perform their obligations as we
expect, particularly obligations regarding clinitd@hls, our development expenses would increadetadevelopment or sale of our products
could be limited or delayed, which could hurt ousimess and cause our stock price to decline.ditiad, our relationships with these
companies may not be successful. Disputes maywiiBeour collaborators, including disputes ovemanship rights to intellectual property,
know-how or technologies developed with our collators. We may not be able to negotiate similaitamighl arrangements in the future to
develop and commercialize ZADAXIN or other products

If we are unable to manage our key personnel, or arunable to attract and retain additional, highly illed and experienced
personnel, our business will suffer.

We are highly dependent upon our ability to atteawd retain qualified personnel because of theialimed, scientific and worldwide
nature of our business. Further, we are also degerwh our ability to appropriately staff thesegoemel in appropriate positions as our
business fluctuates. There is intense competitogdialified management, scientific, clinical, regary, and sales and marketing personnel in
the pharmaceutical industry. There is significamhover in the industry in China in particular, ame have recently experienced significant
turnover in our sales personnel. We may not be tabddtract and retain the qualified personnel wedito grow and develop our business
globally. Conversely, in the event that we neetkthuce the size of a particular aspect of our lmssinwe are also dependent on our ability to
make such adjustments while retaining suitablylesttipersonnel. Further, our efforts to in-licensacquire, develop and commercialize
product candidates for China require the additibdlinical and regulatory personnel and the cajii#dsl to expand our sales and marketing
operation. In addition, we assign numerous keyamsibilities to a limited number of individuals,cawe would experience difficulty in findir
immediate replacements for any of them were anyobieem to choose to leave employment with usidfwere unable to attract and retain
qualified personnel as needed or promptly replaosd employees who are critical to our product lbgwveent and commercialization, the
development and commercialization of our produatsiiel be adversely affected. At this time, we domaintain “key person” life insurance
for any of our personnel.
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We may need to obtain additional funding to supporour long-term product development and commercialiation programs.

We believe our existing cash and investments agoiog revenue generating business operations wiiufficient to support our current
operating plan for at least the next 12 months. &l@w, our ability to achieve and sustain operapirgfitability is dependent on numerous
factors including our ability to achieve our goéincreasing sales of ZADAXIN, securing regulatagyproval for DC Bead in China, and for
ondansetron RapidFilm in China including Hong Kamgl Macau, and Vietnam, the execution and sucdessfupletion of thymalfasin, SCV-
07, and DC Bead clinical trials and securing paghips for those programs that lead to regulatppr@vals in major pharmaceutical markets.
We cannot assure you that such funds from operatitigities will be sufficient, or that we will @iih profitable operations in future periods. In
addition, we intend to develop other products aedway need additional funds in the future to supgpach development and to support future
growth and achieve profitability. If we need tosaiadditional funds in the future and such funésnat available on reasonable terms, if at all,
our commercialization efforts may be impeded, @vwenues may be limited and our operating resultssuffer.

If we fail to protect our products, technologies ad trade secrets, we may not be able to successfullye, manufacture, market or
sell our products, or we may fail to advance or maitain our competitive position, and we have limitedntellectual property protection in
China.

Our success depends significantly on our abilitglitain and maintain meaningful patent protectmmour products and technologies :
to preserve our trade secrets. Our pending papglications may not result in the issuance of patenthe future. Our patents or patent
applications may not have priority over others’ lggdions. Our existing patents and additional pest¢hat may be issued, if any, may not
provide a competitive advantage to us or may balidated or circumvented by our competitors. Ottmeay independently develop similar
products or design around patents issued or licettsas. Patents issued to, or patent applicafitetsby, other companies could harm our
ability to use, manufacture, market or sell ourquats or maintain our competitive position withgest to our products. Although many of our
patents relating to thymalfasin have expired, iditilg composition of matter patents, we have rightsther patents and patent applications
relating to thymalfasin and thymalfasin analoguesluding method of use patents with respect tauges of thymalfasin for certain indications.
Additionally, thymosin alpha 1 (“thymalfasin”), ttehemical composition of thymalfasin, has recei@ghan Drug designation in the United
States for the treatment of stage Ilb through stegeelanoma. If other parties develop generic fewhthymalfasin for other indications,
including conducting clinical trials for such inditons, our patents and other rights might notusicgent to prohibit them from marketing and
selling such generic forms of thymalfasin. If otlparties develop analogues or derivatives of thiesal, our patents and other rights might
be sufficient to prohibit them from marketing theselogues or derivatives.

Pharmaceutical products are either not patentalii@we only recently become patentable in somaetountries in which we market or
may market thymalfasin. We do not have composipatent claims directed to the same form of thynsatfaurrently marketed in China, our
largest market, although we do have other typeatéit claims, pending or issued, directed to adispects of thymalfasin therapy. Other
companies market generic thymosin alpha 1 in Cliametimes in violation of our patent, trademarlotter rights which, to date, we have
defended by informing physicians and hospitalhefgractice. Past enforcement of intellectual priyp@ghts in many of these countries,
including China in particular, has been limitechon-existent. Future enforcement of patents angdrigtary rights in many other countries will
likely be problematic or unpredictable. Moreovée issuance of a patent in one country does nat@dise issuance of a similar patent in
another country. Claim interpretation and infringegrnlaws vary by nation, so the extent of any papestection is uncertain and may vary in
different jurisdictions.

If we are involved in intellectual property claimsand litigation, the proceedings may divert our resarces and subject us to
significant liability for damages, substantial litigation expense and the loss of our proprietary rigts.

Our commercial success depends in part on ounifriiging valid, enforceable patents or proprietaghts of third parties, and not
breaching any licenses that may relate to our t&olgies and products. In addition, we may not baravef all patents or patent applications
that may impact our ability to make, use or seyl ahour potential products. For example, U.S. patpplications may be kept confidential for
12 or more months while pending in the Patent ardi@mark Office, and patent applications fileddrefgn countries are often first published
nine months or more after filing. It is possiblattive may unintentionally infringe these patentstbier patents or proprietary rights of third
parties. We may in the future receive notices diagninfringement from third parties as well as tations to take licenses under third-party
patents. Any legal action against us or our coltatiee partners claiming damages and seeking wrenpmmercial activities relating to our
products and processes affected by third-partytgigiay require us or our collaborative partnerstitain licenses in order to continue to
manufacture or market the affected products andgsses. Our efforts to defend against any of tblesms, regardless of merit, would require
us to devote resources and attention that could baen directed to our operations and growth plaresddition, these actions may subject t
potential liability for damages. We or our collahtive partners may not prevail in a patent actioeh @ny license required under a patent may
not be made available on commercially acceptalotegeor at all. Any conflicts resulting from theteat rights of others could significantly
reduce the coverage of our patents and limit oilityatp obtain meaningful patent protection.
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If other companies obtain patents with conflictolgims, we may be required to obtain licenses ésdhpatents or develop or obtain
alternative technology to manufacture or marketatfiected products and processes. We may not lee@lobtain any such licenses on
acceptable terms or at all. Any failure to obtaiofslicenses could delay or prevent us from pugsthie development or commercialization of
our potential products. Our efforts to defend aglaémy of these claims would require us to deveseurces and attention that could have been
directed to our operations and growth plans.

We may need to initiate litigation, which could fiee-consuming and expensive, to enforce our petgry rights or to determine the
scope and validity of others’ rights. If litigatisasults, a court may find our patents or thoseunflicensors invalid or may find that we have
infringed on a competitor’s rights. If any of owrapetitors have filed patent applications in thet&th States which claim technology we also
have invented, the Patent and Trademark Office maqyire us to participate in expensive interfergmoeeedings to determine who has the
right to a patent for the technology. These actimay subject us to potential liability for damagé& or our collaborative partners may not
prevail in a patent action and any license requineder a patent may not be made available on coniatigracceptable terms, or at all.

Substantial sales of our stock or equity in our susidiaries or the exercise or conversion of optionsr convertible securities may
impact the market price of our common stock.

Our collaborative partner Sigma-Tau and affilidtesd a substantial amount of our stock. The stedkeely tradable and Sigma-Tau is
not under any obligation to SciClone which wouldyant it from selling some or all of the stockaldis except for applicable U.S. insider
trading regulations with respect to possessionatenmil non-public information by Sigma-Tau orafficers and directors.

In May 2009, we filed a Form S-3 Shelf registratiith the Securities and Exchange Commission (“SB@iich was later declared
effective by the SEC and will allow us to sell setes in one or more offerings. Future issuandesubstantial amounts of our common stock
could adversely affect the market price of our camratock. Similarly, if we raise additional fundisdugh the issuance of common stock or
securities convertible into or exercisable for canmnstock or sell equity in a subsidiary, the petaga ownership of our present stockholde
the respective entities will be reduced and theepof our common stock may fall.

Our cash and investments are subject to certain ris which could materially adversely affect our oveall financial position. *

We invest our cash in accordance with an estaldigiiternal policy and customarily in instrumentsiethhistorically have been highly
liquid and carried relatively low risk. However,tiviturmoil in the credit markets, similar typesimfestments have experienced losses in value
or liquidity issues which differ from their histogl pattern. For example, we routinely have invgtgtemoney market funds with large financial
institutions. One or more of these funds could epee losses or liquidity problems and, althougddate some of the largest financial
institutions who sponsor such funds have offsetlaimosses, there is no assurance that our fishnstitutions would either not incur losses
would offset any losses were they to occur. Furtiverhold auction rate securities (“ARS”) which amdlateralized by student
loans with most of such collateral in the aggredpti|®g guaranteed by the U.S. government. These &R 8tended to provide liquidity via an
auction process that resets the applicable inteassiat predetermined calendar intervals, useaiyry month. As of March 31, 2010, we held
$1.0 million of auction rate security investmentsl all of these had experienced failed auctionsesiebruary 2008. An auction failure means
that the parties wishing to sell securities cowdtl BVhen an auction fails, the interest rate orhsecurities resets to a default rate which is
usually higher and would require payment by thadssaffecting its creditworthiness and therefaséeptially its ability to redeem such
obligations and therefore avoid the higher intepastments.

In November 2008, we accepted an Auction Rate 8&=uRights Offer (“Rights Offer”) from UBS AG used which, in return for a
general release of claims and the grant of a thtBS AG to purchase our ARS at any time for padl value, we received the right to require
UBS AG to purchase at par value our ARS beginning010 (“the Rights”). The Rights are non-trandiégaUpon acceptance, we granted
UBS AG the sole discretion and right to sell ompdise of, and/or enter orders in the auction proagtbsrespect to the eligible ARS on our
behalf-without prior notification to us from UBS A@s long as we receive a payment at par uponalays disposition.

As a result, our ability to liquidate these investits and fully recover the carrying value of thiesestments in the near term is limited or
may not exist. We have written down our ARS investis by $0.2 million as of March 31, 2010. Should ARS investments continue to lose
value, or should any of our other cash investmpetmanently lose value or have their liquidity inmpd, it would have a material and adverse
effect on our overall financial position by impérd our ability to fund our operations and forcingto seek additional financing sooner that
would otherwise and such financing may not be at#gl on commercially attractive terms.
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In addition, financial instruments may subjectasitconcentration of credit risk. Substantiallyadlbur cash, and cash equivalents are
held by a limited number of financial institutiomeluding all of our term deposits held by finarérestitutions in Hong Kong and offshore.
Such term deposits do not exceed federally inslimgts and to date, we have not experienced ansel®®n our deposits of cash and cash
equivalents. However, if any of these instrumemtsranently lost value or had their liquidity impdr it would also have a material and
adverse effect on our overall financial positionitoperiling our ability to fund our operations afwicing us to seek additional financing soc
than we would otherwise and such financing maybecavailable on commercially attractive terms.

New accounting pronouncements may impact our finanal position or results of operations.

Future changes in financial accounting standardscaase adverse, unexpected fluctuations in thiagiof the recognition of revenues
or expenses and may affect our financial positioresults of operations. New pronouncements anginginterpretations of pronouncements
have occurred with frequency and may occur in tiieré and this may lead to changes in our accogipiicies in the future.

If we fail to maintain an effective system of intenal controls, we may not be able to accurately repbour financial results. As a
result, current and potential stockholders could Ise confidence in our financial reporting, which wold harm our business and the
trading price of our stock.

Effective internal controls are necessary for ugrtvide reliable financial reports and to protieot fraudulent, illegal or unauthorized
transactions. If we cannot provide effective colstend reliable financial reports, our business gperating results could be harmed. Morec
as a United States-based corporation doing busing3kina, these controls often need to satisfyrélggiirements of Chinese law as well as the
requirements of United States law which frequediffer in certain aspects. We have in the pastalisced, and may in the future discover,
areas of our internal controls that need improvdfesr example, our management determined that Beeember 31, 2008 we had a material
weakness in our internal controls related to oiwrfato expense approximately $540,000 in researnchdevelopment costs related to changes
in the scope of activities performed by our clihiegsearch organization during 2008. Although weehsince taken steps to rectify this mate
weakness, there can be no assurance that we valldoessful in this regard. Any failure to implemand maintain controls over our financial
reporting, or difficulties encountered in the implentation of improvements in our controls, couldsgus to fail to meet our reporting
obligations. Any failure to improve our internalrtmls or to address identified weaknesses inuhgé, including with respect to our clinical
research expenses, if they were to occur, coutlcaase investors to lose confidence in our regdit@ncial information, which could have a
negative impact on the trading price of our stock.

New legislation may impact our financial position o results of operations.

Compliance with changing regulations concerningocaite governance and public disclosure has resuitand may continue to result
additional expenses. Changing laws, regulationsstambards relating to corporate governance anlicpiisclosure, including the Sarbanes-
Oxley Act of 2002, new SEC regulations and The NASDStock Market rules, are creating uncertaintydempanies such as ours and costs
are increasing as a result of this uncertaintyathdr factors. We are committed to maintaining tétgndards of corporate governance and
public disclosure. As a result, we intend to inakteasonably necessary resources to complyevitiiving standards, and this investment has
and may continue to result in increased generabanunistrative expenses and a diversion of managetime and attention from revenue-
generating activities to compliance activities.

Currently a majority of our revenue is generatearficustomers located outside the United Statesaaudbstantial portion of our assets,
including employees, are located outside the Uriitedes. United States income taxes and foreignhwitling taxes have not been provided on
undistributed earnings of non-United States subgil, because such earnings are intended to bénitely reinvested in the operations of
those subsidiaries. President Obama’s administrditis recently announced initiatives that wouldstauttially reduce our ability to defer U.S.
taxes including: repeal deferral of U.S. taxatidéfiooeign earnings, eliminate utilization or subgtally reduce our ability to claim foreign tax
credits, and eliminates various tax deductiond mrgign earnings are repatriated to the Uniteaté®t. If any of these proposals are constituted
into legislation, they could have a negative impatbur financial position and results of operagion

We may be subject to product liability lawsuits, ald our insurance may be inadequate to cover damages.

Clinical trials of any of our current and potenfeibducts or the actual commercial sales of oudpebmay expose us to liability claims
from the use of these products. We currently carogluct liability insurance. However, we cannotcketain that we will be able to maintain
insurance on acceptable terms, if at all, for cikhiand commercial activities or that the insuramwoeld be sufficient to cover any potential
product liability claim or recall. If we fail to & sufficient coverage, our business, results efafons and cash flows could be adversely
affected.

If we are unable to comply with environmental and ther laws and regulations, our business may be hared.

We are subject to various federal, statklacal laws, regulations and recommendationdingldo the use, manufacture, storage, hanc
and disposal of hazardous materials and waste pr®¢iacluding radioactive compounds and infectidisease agents), as well as safe wot
conditions, laboratory and manufacturing practied the experimental use of animals. The extegbwérnment regulation that might result
from future legislation or administrative actiontirese areas cannot be accurately predicted.
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We do not currently maintain hazardous materiatsuatfacilities. While we outsource our researct davelopment programs involving
the controlled use of biohazardous materials, theafuture we conduct these programs ourselvesnigbt be required to incur significant cost
to comply with environmental laws and regulatidhgrther, in the event of an accident, we wouldidelé for any damages that result, and the
liability could exceed our resources.

We are at risk of securities class action litigatin.

In the past, securities class action litigation bfisn been brought against a company followingelide in the market price of its
securities. This risk is especially relevant fobesause biotechnology companies have experienmeatleg than average stock price volatility
recent years. If we faced such litigation, it corédult in substantial costs and a diversion ofagament attention and resources, which cc
harm our business.

Anti-takeover provisions in our charter documents ad under Delaware law may make an acquisition of ysvhich may be
beneficial to our stockholders, more difficult.

Certain anti-takeover provisions of Delaware law anr charter documents as currently in effect make a change in control of our
company more difficult, even if a change in conteoluld be beneficial to our stockholders. Our olradiocuments contain certain atatkeovel
provisions, including provisions in our certificateincorporation providing that stockholders may cumulate votes, stockholders’ meetings
may be called by stockholders only if they hold 26f84nore of our common stock and provisions inlmglaws providing that the stockholders
may not take action by written consent. Additiopatiur board of directors has the authority to@$Q million shares of preferred stock and to
determine the terms of those shares of stock witaoy further action by the stockholders. The sgbftholders of our common stock are
subject to the rights of the holders of any preférstock that may be issued. The issuance of peefstock could make it more difficult for a
third-party to acquire a majority of our outstargliroting stock. Delaware law also prohibits corpiores from engaging in a business
combination with any holders of 15% or more of thegipital stock until the holder has held the stfmekhree years unless, among other
possibilities, the board of directors approvestthasaction. Our board of directors may use theseigions to prevent changes in the
management and control of our company. Also, orebrdoer 18, 2006, our Board of Directors declaretvigehd distribution of one Preferred
Stock Purchase Right (collectively, the “Rightsdy £ach outstanding share of our Common Stock, Bagitit which entitles the registered
holder to purchase from the Company one one-thaltsarf a share of the Company’s Series D Prefestedk, $0.001 par value, at a price of
$25.00 pursuant to a Rights Agreement dated asoébber 19, 2006, between the Company and Mellastar Services LLC. The Rights
have certain anti-takeover effects. Under certatumstances the Rights could cause substantigialil to a person or group who attempts to
acquire the Company on terms not approved by oardof Directors. Although the Rights should ndeifere with an acquisition of the
Company approved by the Board, the Rights may taveffect of delaying and perhaps improving thiegeof an acquisition for our
stockholders, or deterring an acquisition of then@any. Also, under applicable Delaware law, ourtad directors may adopt additional anti-
takeover measures in the future.

Our business and operations are subject to the riskof being based in particular locations known foearthquakes, other natural
catastrophic disasters and service interruptions.

Our corporate headquarters are located in theoBiltlley area of Northern California, a region wmofor seismic activity. Although we
maintain a disaster recovery policy that includesagie of important corporate data in a differeztigraphic region of the United States, all of
our significant corporate data is stored in ourduaggarters facility and accordingly, a significaatural disaster, such as an earthquake, could
have a material adverse impact on our businessatipg results, and financial condition. Most of sales are into China for which we
maintain a sole warehouse for finished goods ing¥ang, which can experience severe typhoon stoftisough our distributors in China
maintain several months supply of our product, wenewarehouse capability to be interrupted, eithesugh a natural disaster such as
flooding or through a service interruption, suctadack of electricity to power required air comaling, our ability to timely deliver finished
product to China could be adversely affected wiricturn would materially adversely affect our saesl ensuing operating results.

We May Be Affected by Climate Change and Market oRegulatory Responses to Climate Change

Climate change, including the impact of global wisngm could have a material adverse effect on osulte of operations, financial
condition, and liquidity if it were to disrupt tltiemand, supply or delivery of product, manageméntiobusiness, or result in cost increases as
a result of government regulation.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
None.
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Item 3. Defaults Upon Senior Securities
None.

Item 4. Removed and Reserved

Item 5. Other Information
None

Iltem 6. Exhibits

m Description

31.1®m Rule 13i-14(a) Certification of Chief Executive Office
31.20 Rule 13i-14(a) Certification of Chief Financial Office
32.1m Section 1350 Certification of Chief Executive Offic
32.20 Section 1350 Certification of Chief Financial Oic

(1) Filed Herewith.
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SIGNATURE

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdéjport to be signed on its behalf
by the undersigned thereunto duly authorized.

SCICLONE PHARMACEUTICALS, INC
(Registrant,

Date: May 10, 2010 /sl GARYS. TiTus

Gary S. Titus
Senior Vice President, Finance and Chief FinancidDfficer
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31.1® Rule 13i-14(a) Certification of Chief Executive Office
31.20 Rule 13i-14(a) Certification of Chief Financial Office
32.1 Section 1350 Certification of Chief Executive Offic
32.2M Section 1350 Certification of Chief Financial O#ic

(1) Filed Herewith.
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Exhibit 31.1
RULE 13a-14(a) CERTIFICATION OF CHIEF EXECUTIVE ORFER

I, Friedhelm Blobel, Ph.D., certify that:
| have reviewed this quarterly report on Forn-Q of SciClone Pharmaceuticals, Inc. (“Registrar”);

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

1.
2.

5.

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

| am responsible for establishing and maintainiisgldsure controls and procedures (as defined och&mxge Act Rules 1-15(e) anc
15d-15(e)) and internal control over financial rdjpg (as defined in Exchange Act Rules 13a-15¢f) 45d-15(f)) for the registrant and

have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under
my supervision, to ensure that material informatielating to the registrant, including its consatield subsidiaries, is made
known to me by others within those entities, pattidy during the period in which this report isitg prepared,;

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be
designed under my supervision, to provide reasenasgurance regarding the reliability of finanoigdorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentgusi report my
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant’s internal control over finaiceporting; and

| have disclosed, based on my most recent el@tuaf internal control over financial reporting, the registrant’s auditors and the audit
committee of the registre’s board of directors (or persons performing thewedent functions)

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and

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

Date: May 10, 201 /s/ Friedhelm Blobel, Ph.L

Friedhelm Blobel, Ph.C
Chief Executive Office



Exhibit 31.2
RULE 13a-14(a) CERTIFICATION OF CHIEF FINANCIAL OFEER

I, Gary S. Titus, certify that:

1. | have reviewed this quarterly report on Forn-Q of SciClone Pharmaceuticals, Inc. (“Registrar”);

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

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

4. | am responsible for establishing and maintainiisgldsure controls and procedures (as defined oh&xge Act Rules 1-15(e) anc
15d-15(e)) and internal control over financial rdjpg (as defined in Exchange Act Rules 13a-15¢f) 45d-15(f)) for the registrant and
have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under
my supervision, to ensure that material informatielating to the registrant, including its consatield subsidiaries, is made
known to me by others within those entities, pattidy during the period in which this report isitg prepared,;

(b) Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be
designed under my supervision, to provide reasenasgurance regarding the reliability of finanoigdorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentgusi report my
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant’s internal control over finaiceporting; and

5. I have disclosed, based on my most recent etiatuaf internal control over financial reporting, the registrant’s auditors and the audit
committee of the registre’s board of directors (or persons performing thewedent functions)

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and

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

Date: May 10, 201 /s] Gary S. Titut

Gary S. Titus
Senior Vice President, Finance and Chief Finar@féiter
(Principal Financial Officer



Exhibit 32.1
SECTION 1350 CERTIFICATION OF CHIEF EXECUTIVE OFFER
I, Friedhelm Blobel, Chief Executive Officer, ofiStone Pharmaceuticals, Inc. (the “Registrant”) hdoeby certify in accordance with 18

U.S.C. 1350, as adopted pursuant to Section 9@€edbarbanes-Oxley Act of 2002, that, based on meyvedge:

(1) the Quarterly Report on Form 10-Q of the Regi#tf to which this certification is attached aseahibit (the “Report”), fully complies with
the requirements of section 13(a) of the Securifieshange Act of 1934 (15 U.S.C. 78m); and

(2) the information contained in the Report faphesents, in all material respects, the finana@aldition and results of operations of the
Registrant.

Date: May 10, 2010 /s/ Friedhelm Blobel, Ph.D.
Friedhelm Blobel, Ph.C
Chief Executive Office

A signed original of thiswritten statement required by Section 906, or other document authenticating, acknowledging, or
otherwise adopting the signature that appears in typed form within the electronic version of thiswritten statement required by Section 906,
has been provided to SciClone Pharmaceuticals, Inc. and will be retained by SciClone Pharmaceuticals, Inc. and furnished to the Securities
and Exchange Commission or its staff upon request.



Exhibit 32.2
SECTION 1350 CERTIFICATION OF CHIEF FINANCIAL OFFER
I, Gary S. Titus, Senior Vice President, Financa @hief Financial Officer, of SciClone Pharmacealsc Inc. (the “Registrant”), do hereby

certify in accordance with 18 U.S.C. 1350, as agldpursuant to Section 906 of the Sarbabeley Act of 2002, that, based on my knowlec

(1) the Quarterly Report on Form 10-Q of the Regi#tf to which this certification is attached aseahibit (the “Report”), fully complies with
the requirements of section 13(a) of the Securifieshange Act of 1934 (15 U.S.C. 78m); and

(2) the information contained in the Report faphesents, in all material respects, the finana@aldition and results of operations of the
Registrant.

Date: May 10, 2010 s/ Gary S. Titus
Gary S. Titus
Senior Vice President, Finance and Chief Finar@féiter

A signed original of thiswritten statement required by Section 906, or other document authenticating, acknowledging, or
otherwise adopting the signature that appears in typed form within the electronic version of thiswritten statement required by Section 906,
has been provided to SciClone Pharmaceuticals, Inc. and will be retained by SciClone Pharmaceuticals, Inc. and furnished to the Securities
and Exchange Commission or its staff upon request.



