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WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended December 31, 2014

or

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF
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For the transition period from _____________ to _____________

Commission File No. 001-31326

SEVION THERAPEUTICS, INC.
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Delaware 84-1368850
(State or other jurisdiction of incorporation or organization) (IRS Employer Identification No.)

4045 Sorrento Valley Boulevard

San Diego, CA 92121
(Address of principal executive offices)

(858) 909-0749
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes: x No: ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Yes: x No: ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definitions of “accelerated filer”, “large accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer ¨ Smaller reporting company x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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Yes: ¨ No: x

13,866,627 shares of the issuer’s common stock, par value $0.01 per share, were outstanding as of January 31, 2015.
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PART I. FINANCIAL INFORMATION.

Item 1.	 Financial Statements (Unaudited).

Certain information and footnote disclosures required under United States generally accepted accounting principles
have been condensed or omitted from the following consolidated financial statements pursuant to the rules and
regulations of the Securities and Exchange Commission. However, Sevion Therapeutics, Inc., a Delaware corporation,
and its wholly owned subsidiaries, Senesco, Inc., a New Jersey corporation and Fabrus, Inc., a Delaware corporation
(collectively, “Sevion” or the “Company”), believe that the disclosures are adequate to assure that the information
presented is not misleading in any material respect.

The results of operations for the interim periods presented herein are not necessarily indicative of the results to be
expected for the entire fiscal year.

1
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SEVION THERAPEUTICS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)

December 31, June 30,
2014 2014

ASSETS

CURRENT ASSETS:
Cash and cash equivalents $2,107,452 $6,111,340
Accounts receivable 203,915 43,133
Prepaid research supplies and expenses 62,447 1,069,925

Total Current Assets 2,373,814 7,224,398

Equipment, furniture and fixtures, net 259,277 233,475
Patent costs, net 283,393 2,178,867
Acquired research and development 9,800,000 9,800,000
Goodwill 5,780,951 13,902,917
Security deposits 55,941 5,171

TOTAL ASSETS $18,553,376 $33,344,828

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable $1,305,241 $901,180
Accrued expenses 1,094,017 923,990
Deferred revenue 150,000 -

Total Current Liabilities 2,549,258 1,825,170

Deferred tax liability 3,920,000 3,920,000
Deferred rent 45,224 -
Other liabilities 99,728 99,728

TOTAL LIABILITIES 6,614,210 5,844,898

STOCKHOLDERS' EQUITY:

Convertible preferred stock, $0.01 par value, authorized 5,000,000 shares Series A
10,297 shares issued and 580 and 580 shares outstanding, respectively
        (liquidation preference of $594,500 at December 31, 2014 and June 30, 2014)

6 6
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Common stock, $0.01 par value, authorized 500,000,000 shares, issued and
outstanding 13,866,627 and 13,846,361, respectively 138,666 138,463

Capital in excess of par 116,042,917 115,631,726
Accumulated deficit (104,242,423) (88,280,265 )

Total Stockholders' Equity 11,939,166 27,489,930

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $18,553,376 $33,334,828

See Notes to Condensed Consolidated Financial Statements

2
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SEVION THERAPEUTICS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(unaudited)

Three Months Ended December
31,

Six Months Ended December
31,

2014 2013 2014 2013

Licensing Revenue $ - $ - $ - $ 100,000

Operating expenses:
General and administrative 1,253,226 858,090 2,027,826 1,714,721
Research and development 1,371,930 730,817 3,492,086 1,541,754
Impairment of goodwill 8,121,966 - 8,121,966 -
Write-off of patents - - 2,290,836 185,161

Total operating expenses 10,747,122 1,588,907 15,932,714 3,441,636

Loss from operations (10,747,122 ) (1,588,907 ) (15,932,714 ) (3,341,636 )

Interest income (expense) - net 995 (30,731 ) 2,780 (62,335 )

Net loss (10,746,127 ) (1,619,638 ) (15,929,934 ) (3,403,971 )

Preferred dividends (17,722 ) (20,617 ) (32,222 ) (42,240 )

Loss applicable to common shares (10,763,849 ) (1,640,255 ) (15,962,156 ) (3,446,211 )

Other comprehensive loss - - - -

Comprehensive loss $ (10,763,849 ) $ (1,640,255 ) $ (15,962,156 ) $ (3,446,211 )

Basic and diluted net loss per common share $ (0.78 ) $ (0.48 ) $ (1.15 ) $ (1.20 )

Basic and diluted weighted-average number of
common shares outstanding 13,866,627 3,443,109 13,856,439 2,875,517

See Notes to Condensed Consolidated Financial Statements
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SEVION THERAPEUTICS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

FOR THE SIX MONTHS ENDED DECEMBER 31, 2014

(unaudited)

Capital in
Excess Accumulated Stockholders'

Preferred
Stock Common Stock of Par Value Deficit Equity

Shares AmountShares Amount

Balance at June 30, 2014 580 $ 6 13,846,361 $138,463 $ 115,631,726 $(88,280,266 ) $27,489,929

Stock-based
compensation - - - - 379,171 - 379,171

Dividends paid - - 20,266 203 32,020 (17,723 ) 14,500

Dividends accrued and
unpaid at December 31,
2014

- - - - - (14,500 ) (14,500 )

Net loss - - - - - (15,929,934 ) (15,929,934)

Balance at December 31,
2014 580 $ 6 13,866,627 $138,666 $ 116,042,917 $(104,242,423) $11,939,166

See Notes to Condensed Consolidated Financial Statements

4
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SEVION THERAPEUTICS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

Six Months Ended December 31,
2014 2013

Cash flows from operating activities:
Net loss $ (15,929,934 ) $ (3,403,971 )
Adjustments to reconcile net loss to net cash used in operating activities:
Stock-based compensation expense 379,171 467,257
Depreciation and amortization 100,220 153,223
Impairment of goodwill 8,121,966 -
Write-off of intangibles 2,290,836 185,161
Write-off of prepaid research supplies 669,750 -
Deferred rent 45,224 -
(Increase) decrease in operating assets:
Accounts receivable (160,782 ) -
Prepaid expenses and other current assets 337,728 430,755
Security deposit (50,770 ) -
Increase (decrease) in operating liabilities:
Accounts payable 404,061 (159,692 )
Accrued expenses 170,026 234,863
Deferred revenue 150,000 -
Net cash used in operating activities (3,472,504 ) (2,092,404 )

Cash flows from investing activities:
Capitalized Patent costs (420,339 ) (253,232 )
Purchase of equipment, furniture and fixtures (111,045 ) -
Net cash used in investing activities (531,384 ) (253,232 )

Cash flows from financing activities:
Proceeds from issuance of common stock and warrants, net and exercise of
warrants and options - 6,865,237

Net cash provided by financing activities - 6,865,237

Net (decrease) increase in cash and cash equivalents (4,003,888 ) 4,519,601

Cash and cash equivalents at beginning of period 6,111,340 1,602,294
Cash and cash equivalents at end of period $ 2,107,452 $ 6,121,895

Supplemental disclosure of non-cash transactions:
Conversion of preferred stock into common stock $ - $ 731
Issuance of common stock for dividend payments on preferred stock $ 32,222 $ 47,739
Dividends accrued on preferred stock $ (14,500 ) $ (14,500 )
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Supplemental disclosure of cash flow information:
Cash paid for interest $ 132 $ 64,351

See Notes to Condensed Consolidated Financial Statements
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SEVION THERAPUETICS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 1 - Basis of Presentation:

The financial statements included herein have been prepared by Sevion Therapeutics, Inc. (the “Company”), without
audit, pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with United States generally
accepted accounting principles have been condensed or omitted pursuant to such rules and regulations. These
unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the fiscal year
ended June 30, 2014.

On September 29, 2014, the Company changed its name from Senesco Technologies, Inc. to Sevion Therapeutics, Inc.

In the opinion of the Company’s management, the accompanying unaudited condensed consolidated financial
statements contain all adjustments, consisting solely of those which are of a normal recurring nature, necessary to
present fairly its financial position as of December 31, 2014 and the results of its operations for the three and six
months ended December 31, 2014 and cash flows for the six months ended December 31, 2014.

Certain prior year amounts have been reclassified from general and administrative expenses to research and
development expenses for consistency with the current period presentation. These reclassifications had no effect on
the reported results of operations or cash flows from operations in the Consolidated Condensed Statement of Cash
Flows, and had no effect on the previously reported Consolidated Condensed Statement of Operations for any period.

Interim results are not necessarily indicative of results for the full fiscal year.

Note 2 – Liquidity:
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As shown in the accompanying condensed consolidated financial statements, the Company has a history of losses with
an accumulated deficit of $104,242,423 and has generated minimal revenues by licensing its technology to companies
willing to share in its development costs. In addition, the Company’s technology may not be ready for
commercialization for several years. The Company expects to continue to incur losses for the next several years
because it anticipates that its expenditures on research and development and administrative activities will significantly
exceed its revenues during that period. The Company cannot predict when, if ever, it will become profitable.

On October 22, 2014, the Company’s board of directors decided to suspend all development of the Company’s Factor
5A technology based on the Company’s limited capital resources and the totality of the safety and efficacy data
resulting from our Phase 1b/2a clinical trial. Depending on the Company’s future capital resources, possible options for
the program are to (i) reformulate the drug to alleviate some of the adverse events observed in the clinical trial and to
enhance the efficacy, (ii) partner or sell the program or (iii) discontinue development. The Company’s board of
directors continues to evaluate these alternatives.

6
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Also, on October 22, 2014, the Company’s board of directors decided to close the Company’s Bridgewater, New Jersey
office on November 30, 2014 and to terminate the research agreement with the University of Waterloo on December
31, 2014 in order to consolidate all of the Company’s operations in its San Diego, California location. In connection
with the closure and the termination of the agreement with the University of Waterloo, the Company accrued $65,000
of termination benefits and associated employee costs. These costs are reported as research and development expenses
and as accrued expenses at December 31, 2014.

In addition, given the Company’s limited capital resources, in December 2014, the Company decided to temporarily
reduce its research and development spending on the Company’s antibody program.   In the meantime, the Company
continues to evaluate all strategic alternatives, including strategic partnering arrangements, acquiring additional assets,
divesting certain existing assets, and/or equity or debt financings.  We cannot assure you that the Company will be
able to consummate a strategic transaction or a financing transaction.

As of December 31, 2014, the Company had cash and cash equivalents in the amount of $2,107,452, which consisted
of checking accounts. The Company estimates that its cash as of December 31, 2014 will cover its expenses through at
least March 31, 2015.

The Company will need additional capital to operate and expand its research program and plans to raise additional
capital possibly through the exercise of outstanding warrants, placement of debt instruments, equity instruments or
any combination thereof. However, the Company may not be able to obtain adequate funds for its operations when
needed or on acceptable terms. If the Company is unable to raise additional funds, it will need to do one or more of the
following:

· delay, scale-back or eliminate some or all of its research and product development programs;

· license third parties to develop and commercialize products or technologies that it would otherwise seek to develop
and commercialize itself;

· seek strategic alliances or business combinations;
· attempt to sell the Company;

· cease operations; or
· declare bankruptcy.

Note 3 – Intangibles

The Company conducts research and development activities, the cost of which is expensed as incurred, in order to
generate patents that can be licensed to third parties in exchange for license fees and royalties. Because the patents are
the basis of the Company’s future revenue, the patent costs are capitalized. The capitalized patent costs represent the
outside legal and filing fees incurred by the Company to submit and undertake all necessary efforts to have such
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patent applications issued as patents. The Company incurred $159,862 and $110,289 of such costs for the three
months ended December 31, 2014 and 2013, respectively. The Company incurred $420,339 and $253,232 of such
costs for the six months ended December 31, 2014 and 2013, respectively.

The length of time that it takes for an initial patent application to be approved is generally between four to six years.
However, due to the unique nature of each patent application, the actual length of time may vary. If a patent
application is denied, the associated cost of that application would be written off. Additionally, should a patent
application become impaired during the application process, the Company would write down or write off the
associated cost of that patent application.

7
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Issued patents are being amortized over a period of 17 years from inception, the expected economic life of the patent.
During the three months ended December 31, 2014 and 2013, the Company recorded amortization expense in the
amount of $0 and $77,910, respectively. During the six months ended December 31, 2014 and 2013, the Company
recorded amortization expense in the amount of $24,977 and $152,180, respectively.

The Company assesses the impairment in value of intangible assets whenever events or circumstances indicate that
their carrying value may not be recoverable. Factors the Company considers important which could trigger an
impairment review include the following:

•significant negative industry trends;
•significant underutilization of the assets;
•significant changes in how the Company uses the assets or its plans for their use; and
•changes in technology and the appearance of competing technology.

If a triggering event occurs and the Company's review determines that the future undiscounted cash flows related to
the asset group will not be sufficient to recover their carrying value, the Company will reduce the carrying values of
these assets down to its estimate of fair value and continue amortizing them over their remaining useful lives.

Due to the decrease in the market value of the Company, the Company determined that there was a triggering event
that required the Company to review if there had been an impairment to the Acquired Research and Development in
the amount of $9,800,000, capitalized patent costs in the amount of $283,393 and the Goodwill in the amount of
$13,902,917 as of December 31, 2014. The Company first evaluated the Company’s Acquired Research and
Development and Capitalized Patent Costs for impairment. Based on that review, the Company determined that no
impairment exists at December 31, 2014. The Company then evaluated its goodwill. The Company’s evaluation used
its market capitalization plus a control premium (which is considered a level 2 input in the fair value hierarchy) in
determining the amount of the impairment. The Company concluded that there is an impairment based on the
significant change in the Company’s market value during the period. As a result of this evaluation, the Company
determined that the Goodwill was impaired and recorded an impairment charge in the amount of $8,121,966 at
December 31, 2014.

In October 2014, the Company decided to continue to develop its intellectual property only with respect to the human
health therapeutic targets and would be reviewing such patents on a patent by patent basis to determine which specific
ones to continue to develop. Also, in October 2014, the Company decided to suspend all development of the Factor
5A technology based on the Company’s limited capital resources and the totality of the safety and efficacy data
resulting from our Phase 1b/2a clinical trial. As the Company is unable to determine if or when the development will
be resumed, the Company was unable to determine what the future undiscounted cash flows from these patents could
be. Therefore, as of September 30, 2014, the Company determined that carrying value of its patents and patent
applications related to Factor 5A were impaired. Accordingly, the Company recorded an impairment of the full
carrying value of its patents related to Factor 5A in the amount of $2,290,836 on September 30, 2014.
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Additionally, during the quarter ended September 30, 2014, the Company concluded its Phase 1b/2a clinical trial but
did not use all of the material purchased for the clinical trial. As the Company has put the clinical program for this
product candidate on hold, the Company wrote-off the cost of the remaining material in the amount of $669,750 at
September 30, 2014.

Note 4 - Loss Per Share:

Basic loss per share is computed by dividing net loss available to common shareholders by the weighted average
number of the Company’s Common Stock assumed to be outstanding during the period of computation. Diluted
earnings per share is computed similar to basic earnings per share except that the denominator is increased to include
the number of additional shares of Common Stock that would have been outstanding if the potential shares of
Common Stock had been issued and if the additional shares of Common Stock were dilutive.

8

Edgar Filing: Sevion Therapeutics, Inc. - Form 10-Q

18



For all periods presented, basic and diluted loss per share are the same, as any additional Common Stock equivalents
would be anti-dilutive. Potentially dilutive shares of Common Stock have been excluded from the calculation of the
weighted average number of dilutive shares of Common Stock as follows:

December 31,
2014 2013

Common Stock to be issued upon conversion of convertible preferred stock 290,000 232,000
Outstanding warrants 3,977,744 5,682,661
Outstanding options 1,568,223 275,319

Total potentially dilutive shares of Common Stock 5,835,967 6,189,980

Note 5 – Stock-Based Compensation:

The terms and vesting schedules for share-based awards vary by type of grant and the employment status of the
grantee. Generally, the awards vest based upon time-based conditions or achievement of specified goals and
milestones.

During the six months ended December 31, 2014, the Company issued 421,000 options that are subject to vesting first
based upon specified goals and milestones and then based upon time-based conditions. On the issuance date, such
options had an aggregate Black-Scholes value of $256,929. As of December 31, 2014, the Company reviewed the
specified goals and milestones on an employee by employee basis. Based upon the review, the Company has
estimated that it was probable that, on average, the employees would achieve 36% of the target goals. As a result, the
Company has is recognizing 36% of the fair value of the options ratably over the time-based period.

Also, during the six months ended December 31, 2014, the Company issued an additional 244,484 options that are
either vested immediately or subject to time-based conditions only. On the issuance date, such options had an
aggregate Black-Scholes value of $144,042.

On November 30, 2014, Leslie J. Browne Ph.D.’s employment with the Company was terminated. Under the terms of
his retention agreement, all of his unvested options were accelerated and became immediately exercisable.
Accordingly, the Company recognized the full Black-Scholes value of the options granted to Dr. Browne on
November 18, 2014 in the amount of $25,495.
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Other employees that held options were also terminated by the Company on November 30, 2014. As such, all
unvested performance options that were granted to such employees on November 18, 2014 will not vest and the
Company will not be recognizing the Black-Scholes value of those options in the amount of $17,601.

Additionally, on January 8, 2015, Ronald A. Martell resigned from the Company. In connection with his resignation,
all unvested options granted to Mr. Martell will not vest and the Company will not be recognizing the Black-Scholes
value of those options in the amount of $34,044.

The fair value of each stock option granted or vesting has been determined using the Black-Scholes model. The
material factors incorporated in the Black-Scholes model in estimating the value of the options include the following:

9
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Three Months Ended December 31, Six Months Ended December 31,
2014 2013 2014 2013

Risk-free interest rate (1) 1.63 - 2.32% 1.75 - 2.66% 1.63 - 2.32% 1.65 - 2.66%
Expected volatility (2) 85% 99% 85% 99%
Dividend yield None None None None
Expected life (3) 5.0 - 10.0 6.25 - 10.0 5.0 - 10.0 5.5 - 10.0

(1)Represents the interest rate on a U.S. Treasury security with a maturity date corresponding to that of the option
term.
(2) Estimated volatility was determined based upon the historical volatility of the Company’s common stock.

(3)
Expected life for time based stock options was estimated using the “simplified” method, as allowed under the
provisions of the Securities and Exchange Commission Staff Accounting Bulletin No. 110. Expected life for
performance based stock options was the actual term of the option.

The economic values of the options will depend on the future price of the Company's Common Stock, which cannot
be forecast with reasonable accuracy.

Stock option activity under the Company’s 2008 Plan and 1998 Plan for the six months ended December 31, 2014 is
summarized as follows:

Weighted
Aggregate Average Exercise Price
Number Exercise Price Range

Outstanding, June 30, 2014 979,304 $ 9.49 $ 2.65 –  $ 345.00
Granted 665,484 0.83 0.83
Exercised - - -
Cancelled (73,168 ) 2.02  0.83 - 23.00
Expired (3,397 ) 301.70  29.00 - 345.00

Outstanding, December 31, 2014 1,568,223 $ 9.52  $ 0.83 - $
140.00

Options exercisable at December 31, 2014 659,208 $ 10.58

Weighted average fair value of options granted during the six months
ended December 31, 2014 $0.60

As of December 31, 2014, the aggregate intrinsic value of stock options outstanding was $0, with a weighted-average
remaining term of 9.4 years. The aggregate intrinsic value of stock options exercisable at that same date was $0, with
a weighted-average remaining term of 8.4 years. As of December 31, 2014, the Company has 3,351,701 shares
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available for future stock option grants.

Stock-based compensation expense for the three months ended December 31, 2014 and December 31, 2013 amounted
to $240,038 and $342,791, respectively. Stock based compensation expense for the six months ended December 31,
2014 and December 31, 2013 amounted to $379,171 and $467,257, respectively.

10
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As of December 31, 2014, total stock-based compensation expense not yet recognized related to stock option grants
amounted to approximately $995,000, which will be recognized over the next 47 months.

Note 6 – Income Taxes:

No provision for income taxes has been made for the three months and six months ended December 31, 2014 and
2013 given the Company’s losses in 2014 and 2013 and available net operating loss carryforwards. A benefit has not
been recorded as the realization of the net operating losses is not assured and the timing in which the Company can
utilize its net operating loss carryforwards in any year or in total may be limited by provisions of the Internal Revenue
Code regarding changes in ownership of corporations.

The deferred tax liability in the amount of $3,920,000 was recorded in connection with the related intangible assets
from the Company’s acquisition of Fabrus, Inc. in May 2014.

Note 7 - Fair Value Measurements:

The following tables provide the assets and liabilities carried at fair value measured on a recurring basis as of
December 31, 2014 and June 30, 2014:

Carrying Fair Value Measurement at December 31, 2014
Value Level 1 Level 2 Level 3

Assets:
 Cash and cash equivalents $2,107,452 $ 2,107,452 $ - $ -

Carrying Fair Value Measurement at June 30, 2014
Value Level 1 Level 2 Level 3

 Assets:
 Cash and cash equivalents $6,111,340 $ 6,111,340 $ - $ -

Note 8 – Revenue Recognition
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During the three month period ended December 31, 2014, the Company received certain nonrefundable upfront fees in
connection with a collaboration agreement. The Company has determined that the upfront fees do not have standalone
value and was not separable from the research and development services to be delivered. Due to the lack of standalone
value for the collaboration agreement and research and development services, the upfront payment is being recognized
ratably using the straight line method through December 2015, the expected term of the agreement. For the quarter
ended December 31, 2014, the Company did not recognize any revenue, under this agreement.

Note 9 – Recent Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB”)
or other standard setting bodies that are adopted by the Company as of the specified effective date. Unless otherwise
discussed, we believe that the impact of recently issued standards that are not yet effective will not have a material
impact on our financial position or results of operations upon adoption.

In August 2014, the FASB issued Accounting Standard Update (“ASU”) 2014-15, Presentation of Financial
Statements—Going Concern (Subtopic 205-40): Disclosure of Uncertainties about an Entity’s Ability to Continue as a
Going Concern. Under the new guidance, management will be required to assess an entity’s ability to continue as a
going concern, and to provide related footnote disclosures in certain circumstances. The provisions of this ASU are
effective for annual periods beginning after December 15, 2016, and for annual and interim periods thereafter. We are
currently evaluating the potential impact that this ASU may have on our financial statements or disclosures.

11
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In June 2014, the FASB issued ASU No. 2014-12, “Accounting for Share-Based Payments When the Terms of an
Award Provide That a Performance Target Could Be Achieved after the Requisite Service Period.” This ASU requires
a reporting entity to treat a performance target that affects vesting and that could be achieved after the requisite service
period as a performance condition, and apply existing guidance under the Stock Compensation Topic of the ASC as it
relates to awards with performance conditions that affect vesting to account for such awards. The provisions of this
ASU are effective for interim and annual periods beginning after December 15, 2015. We are currently evaluating the
potential impact that this ASU may have on our financial position and results of operations.

In May 2014, FASB issued an ASU that amends the FASB ASC by creating a new Topic 606, Revenue from
Contracts with Customers. The new guidance will supersede the revenue recognition requirements in Topic 605,
Revenue Recognition, and most industry-specific guidance on revenue recognition throughout the Industry Topics of
the Codification.

The core principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. To achieve that core principle, an entity should apply the following steps:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.

In addition, an entity should disclose sufficient qualitative and quantitative information to enable users of financial
statements to understand the nature, amount, timing and uncertainty of revenue, and cash flows arising from contracts
with customers.

The amendments in this ASU are effective for annual reporting periods beginning after December 15, 2016, including
interim periods within that reporting period. Early adoption is not permitted. This amendment is to be either
retrospectively adopted to each prior reporting period presented or retrospectively with the cumulative effect of
initially applying this ASU recognized at the date of initial application. We are currently evaluating the impact of the
adoption of this guidance to our consolidated financial statements.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis should be read in conjunction with our condensed consolidated financial
statements and the related notes thereto included in this Quarterly Report on Form 10-Q. The discussion and analysis
may contain forward-looking statements that are based upon current expectations and entail various risks and
uncertainties. Our actual results and the timing of events could differ materially from those anticipated in the
forward-looking statements as a result of various factors, including those set forth under “Risk Factors” and elsewhere in
this report.

Overview

Our Business

On September 29, 2014, we changed our name from Senesco Technologies, Inc. to Sevion Therapeutics, Inc.

The primary business of Sevion Therapeutics, Inc., a Delaware corporation incorporated in 1999, and its
wholly-owned subsidiaries, Senesco, Inc., a New Jersey corporation incorporated in 1998, and Fabrus, Inc., a
Delaware corporation incorporated in 2011, collectively referred to as “Sevion,” “we,” “us” or “our,” is to discover, develop
and acquire innovative product candidates for the treatment of cancer and immunological diseases by utilizing our
patented and patent-pending technology related to antibody genes, antibody discovery technology, modified cow
antibodies, and antibody drug candidates, and certain genes, primarily eukaryotic translation initiation Factor 5A, or
Factor 5A.

Antibody Technology

Antibody Genes - We believe our antibody platforms have broad applicability to human health by allowing the
discovery of unique monoclonal antibodies against difficult membrane targets in several therapeutic areas. Our
antibody therapeutic candidates target the Kv1.3 ion channel, which is important in the pathogenesis of several
autoimmune and inflammatory disorders. Other antibodies in our pipeline target important cell surface molecules
involved in cancer progression.

Antibody Discovery Technology - Traditional antibody drug discovery methods, such as phage/yeast display or
immunization, rely on competitive selection from a pool of antibodies to identify a lead therapeutic candidate. In these
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methods, a mixture of antibodies compete for binding to a purified target, and the antibody molecules that bind the
strongest to the target, referred to as high affinity, are ultimately discovered. While these approaches have led to many
successful antibody therapeutics, there are at least two drawbacks. First, the drug targets have been limited to only
those proteins which can be easily purified. Many important target classes, including multispanning membrane
proteins, cannot be easily purified in functional form. Secondly, when discovery is driven by selection based on
competitive binding and affinity, the result is a significant limitation in the number of functional lead antibodies.
However, the highest affinity antibody isn’t always the best therapeutic because lower affinity molecules may have
unique activities or lower toxicities than the highest affinity binder. Thus, modulating a pathway more subtly to treat
disease is often preferable to affecting it in a binary fashion through competition related to high-affinity binding. We
believe the technology to identify (i) antibodies against unpurified targets, particularly multispanning membrane
proteins like G Protein Coupled Receptors, or GPCR’s, and ion channels, and (ii) a range of antibodies with different
affinities and activities will enable us to discover new antibody drug leads compared to existing technologies.
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We have developed the world’s first “spatially addressed” antibody library with an expansive combinatorial collection of
recombinant antibodies in which each well contains a single species of antibody of known concentration, composition
and sequence. Our spatially addressed library allows us to evaluate the therapeutic potential of each antibody
individually in a non-competitive way and allows direct discovery on the cell surface. This approach is more
analogous to traditional small molecule drug discovery and allows us to screen antibodies for functional drug activity
as opposed to simple binding properties. This next generation discovery system unlocks epitopes, targets, and
functions that are only identifiable in the context of a living cell.

Modified Cow Antibodies - Despite the enormous diversity of the antibody repertoire, human antibodies all have a
similar geometry, shape and binding mode. Our scientists have discovered and humanized a novel class of therapeutic
antibodies derived from cows that have a highly unusual structure for binding targets. This unique ultralong
Complementary Determining Region 3, or CDR3, structural domain found in cow antibodies is comprised of a knob
on a stalk that protrudes far from the antibody surface, creating the potential for entirely new types of therapeutic
functionality. Using both our humanized spatially addressed antibody library and direct engineering of the knob, we
are exploring the ability of utilizing the knob and stalk structure to functionally interact with important therapeutic
targets, including GPCRs, ion channels and other multispanning membrane therapeutic targets on the cell surface. Our
lead antibody, SVN001, was derived from these efforts.

Antibody Drug Candidates – We have created functional antibodies that modulate GPCRs and ion channels, two
classes of targets that have proven difficult to address using conventional antibody discovery approaches.

SVN001

SVN001 is an ion channel blocking antibody that is potentially the first therapeutic antibody against this target class.
SVN001 targets an ion channel, Kv1.3, which has been implicated in a number of different autoimmune disorders
including rheumatoid arthritis, psoriasis and multiple sclerosis. By targeting a unique subset of immune cells, SVN001
is not believed to be broadly immunosuppressive, therefore potentially improving the safety profile compared to
typical immunosuppressants.

SVN002

SVN002 is a unique antibody against an oncology target that holds the potential to significantly impact highly
metastatic tumors that are resistant to the class of drugs that target vascular endothelial growth factor, or VEGF. The
target is highly expressed in clear cell renal carcinoma, where it is associated with poor prognosis.
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Other Antibodies

We have discovered fully human antibodies against additional oncology targets, including ErbB2, ErbB3, CXCR4,
and GLP1R which have been engineered to have activity in in vitro systems. Additionally, we have early stage
antibodies against other undisclosed targets which were derived from our addressed library platform.

Factor 5A

On October 22, 2014, our board of directors decided to suspend all development of the Factor 5A technology based on
our limited capital resources and the totality of the safety and efficacy data resulting from our Phase 1b/2a clinical
trial. Depending on our future capital resources, possible options for the program are to (i) reformulate the drug to
alleviate some of the adverse events observed in the clinical trial and to enhance the efficacy, (ii) partner or sell the
program or (iii) discontinue development. Our board continues to evaluate these alternatives.

It is believed that our Factor 5A gene regulatory technology could have broad applicability in the human therapeutic
field, by either inducing or inhibiting programmed cell death, also known as apoptosis, which is the natural process
the human body goes through in order to eliminate redundant or defective cells.

We may enter into a collaboration with a biotechnology or pharmaceutical company to support the further
development of SNS01-T now that we have completed our Phases 1b/2a clinical trial in multiple myeloma, MCL and
DLBCL. We cannot assure you that we will be able to enter into such a collaboration or that one will be available on
terms satisfactory to us.

SNS01-T for B-cell cancers

We have been developing a therapeutic candidate, SNS01-T, for the potential treatment of B-cell cancers such as
multiple myeloma and non-Hodgkin B-cell lymphomas. SNS01-T utilizes our Factor 5A technology and comprises
two active components: a DNA plasmid, or pDNA, expressing human eIF5A containing a lysine to arginine
substitution at amino acid position 50, or eIF5AK50R, and a small inhibitory RNA, or siRNA. These two components
are combined in a fixed ratio with a polymer, polyethyleneimine, or PEI, which enables self-assembly of the DNA and
RNA into nanoparticles with demonstrated enhanced delivery to tissues and protection from degradation in the blood
stream. Under the control of a B-cell selective promoter, SNS01-T’s DNA plasmid up-regulates the apoptotic pathways
within cancer cells by preferentially expressing the stable arginine form of the Factor 5A death message in target cells.
The siRNA, by silencing the eIF5A gene, reduces expression of the hypusine form of Factor 5A that supports cell
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survival and proliferation. The silencing of the eIF5A gene by an eIF5A siRNA also down-regulates anti-apoptotic
proteins, such as NFkB, ICAM and pro-inflammatory cytokines, which protect malignant cells from apoptosis and
promote cell growth in multiple myeloma. The PEI, a cationic polymer, promotes auto-assembly of a nanoparticle
with the other two components for intravenous delivery and protects the combination from degradation in the
bloodstream until the nanoparticle is taken up by the tumor cell, where the siRNA and DNA plasmid are released.
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We have been granted orphan drug status for SNS01-T by the United States Food and Drug Administration, or FDA,
for the potential treatment of multiple myeloma, mantle cell lymphoma, or MCL, and diffuse large B-cell lymphoma,
or DLBCL, and we have now completed a Phase 1b/2a clinical study to assess the effects of SNS01-T in patients with
these indications. The clinical study was an open-label, multiple-dose, dose-escalation study, which is evaluating the
safety and tolerability of SNS01-T when administered by intravenous infusion in patients with relapsed or refractory
multiple myeloma and non-Hodgkin B-cell lymphoma. The study design called for four cohorts of three to six patients
each. Patients in each cohort received twice-weekly dosing for six weeks followed by up to a four-week safety data
review period before escalating to a higher dose level in the next cohort.

While the primary objective of this study was to evaluate safety and tolerability, the effect of SNS01-T on tumor
response and time to relapse or progression was also assessed using multiple well-established metrics including
measurement of monoclonal protein in multiple myeloma and CT/PET imaging in MCL and DLBCL.

The study was performed at Mayo Clinic in Rochester, MN, the University of Arkansas for Medical Sciences in Little
Rock, AR, the Mary Babb Randolph Cancer Center in Morgantown, WV, the John Theurer Cancer Center at
Hackensack University Medical Center in Hackensack, NJ, the Seattle Cancer Care Alliance in Seattle, WA, the
Pretoria East Hospital, in Pretoria, South Africa and the Groote Schuur Hospital in Cape Town, South Africa.

In August 2014, the safety portion of the study established a maximum tolerated dose following the reporting of a
second dose limiting toxicity, or DLT, in the fourth and highest dosing cohort (0.375 mg/kg). The first DLT observed
was a Grade 4 infusion reaction that occurred in a patient who had not received the designated pre-medications. The
second DLT, an uncomplicated Grade 4 neutropenia, occurred after eight doses in a lymphoma patient. A total of
eight patients were enrolled into cohort 4. With the completion of the high dose cohort, the trial has completed
recruitment. All patients that were enrolled were able to continue treatment at the recommended cohort 3 dose level of
0.2 mg/kg. All patients in the study have now completed their treatment.

Research Program

We were advancing SVN001 through preclinical development where it has demonstrated potent activity as well as
advancing SVN002 through preclinical development. However, given the Company’s limited capital resources, in
December 2014, we decided to temporarily reduce our research and development spending on our antibody program
until we are able to consummate a strategic transaction or a financing transaction.

We have completed dosing patients in the Phase 1b/2a clinical trial and we are completing the remaining protocol.
However, based on our limited capital resources and the totality of the safety and efficacy data resulting from our
Phase 1b/2a clinical trial, we are suspending all development of the Factor 5A technology at this time.
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On December 18, 2014, we entered into a Collaboration Agreement with CNA Development, LLC, an affiliate of
Janssen Pharmaceuticals, Inc. (“Janssen”) to discover antibodies using our spatially addressed library platform (the
“Collaboration Agreement”). The collaboration facilitated by the Johnson & Johnson Innovation center in California
will include discovery of antibodies against multiple targets in several therapeutic areas. We and Janssen will jointly
conduct research on antibodies discovered by us, and Janssen will have an option to an exclusive license to develop,
manufacture, and commercialize candidates resulting from the collaboration. Under the terms of the agreement, we
will receive an up-front payment and research support payments for activities conducted in collaboration with Janssen.
For candidates licensed by Janssen, we would be eligible to receive payments upon the achievement of certain
development and commercial milestones potentially totaling up to $125 million as well as low single digit royalties on
product sales.

On September 1, 1998, we entered into, and have extended through August 31, 2015, a research and development
agreement with the University of Waterloo and Dr. John Thompson, our scientific founder, as the principal inventor.
The Research and Development Agreement provides that the University of Waterloo will perform research and
development under our direction, and we will pay for the cost of this work and make certain payments to the
University of Waterloo. In return for payments made under the Research and Development Agreement, we have all
rights to the intellectual property derived from the research. In accordance with the terms of the research and
development agreement, on November 5, 2014, we provided the University of Waterloo that the agreement would be
terminated on December 31, 2014.

In order to pursue the above research initiatives, as well as other research initiatives that may arise, we will use our
cash reserves as of December 31, 2014. However, it will be necessary for us to raise a significant amount of additional
working capital in the future. If we are unable to raise the necessary funds, we may be required to significantly curtail
the future development of some or all of our research initiatives and we will be unable to pursue other possible
research initiatives.

We may further expand our research and development program beyond the initiatives listed above to include other
diseases and research centers.

Intellectual Property

As previously disclosed, our board of directors has decided to suspend all development of the agricultural applications
of our intellectual property and to continue to develop our intellectual property only with respect to the human health
therapeutic targets.
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Currently, we have thirty-one (31) issued patents from the United States Patent and Trademark Office, or PTO, and
eighty-two (82) issued patents from foreign countries. Of our one hundred and thirteen (113) domestic and foreign
issued patents, seventy-two (72) are for the use of our technology in agricultural applications and forty-one (41) relate
to human therapeutics applications.
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In addition to our one hundred and thirteen (113) patents, we have a wide variety of patent applications, including
divisional applications and continuations-in-part, in process with the PTO and internationally. Additionally, we have
entered into royalty bearing license agreements whereby we license certain worldwide patent rights. Under the
licenses we may receive milestone payments upon our achievement of certain milestones and royalty payments based
on net sales of a product containing technology covered by the patent rights.

We also in-license certain intellectual property related to our antibody platforms and our chimerasome technology.

Our core human therapeutic technology patents are set to expire in 2021 in the United States and 2025 outside the
United States, and our patents related to multiple myeloma are set to expire, both in and outside the United States in
2029. Our agricultural patents are generally set to expire in 2019 in the United States and 2025 outside the United
States.

In October 2014, we decided to continue to develop our intellectual property only with respect to the human health
therapeutic targets and would be reviewing such patents on a patent by patent basis to determine which specific ones
to continue to develop.

Also, in October 2014, we decided to suspend all development of the Factor 5A technology based on our limited
capital resources and the totality of the safety and efficacy data resulting from our Phase 1b/2a clinical trial. As we are
unable to determine if or when the development will be resumed, we were unable to determine what the future
undiscounted cash flows from these patents could be. Therefore, as of September 30, 2014, we determined that the
carrying value of our patents and patent applications related to Factor 5A were impaired. Accordingly, we recorded an
impairment of the full carrying value of our patents related to Factor 5A in the amount of $2,290,836.

On June 13, 2013, the Supreme Court of the United States of America ruled that naturally-occurring DNA sequences
are unpatentable because they are products of nature. The Supreme Court further found that cDNA sequences, which
are copies of non-intron containing mRNA sequences created in the laboratory, are patent eligible. We believe that the
Supreme Court ruling has little impact on our patent portfolio overall and no impact on our human therapeutic patents,
which do not rely on claims on naturally-occurring DNA sequences. SNS01-T comprises two synthetic constructs,
siRNA and a DNA plasmid, which are protected by composition of matter and method of use patent claims.
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Liquidity and Capital Resources

Overview

For the six months ended December 31, 2014, net cash of $3,472,504 was used in operating activities primarily due to
a net loss of $15,929,934 which was reduced by non-cash expenses of $11,607,167. Cash used in operating activities
was also decreased by changes in operating assets and liabilities in the amount of $850,263.

The $850,263 change in operating assets and liabilities was the result of a decrease in prepaid research supplies and
expenses in the amount of $337,728, an increase in accounts payable and accrued expenses in the amount of $574,087
due to the timing of the expenses and payments and an increase in deferred revenue in the amount of $150,000. This
was partially offset by an increase in accounts receivable and security deposits.

During the six months ended December 31, 2014, cash used for investing activities amounted to $531,384, which was
related to capitalized patent costs and the purchase of equipment, furniture and fixtures.

As of December 31, 2014, our cash balance totaled $2,107,452, and we had a working capital deficit of $175,444.

We expect our capital requirements to increase significantly over the next several years as we commence new research
and development efforts, increase our business and administrative infrastructure and embark on developing in-house
business capabilities and facilities. Our future liquidity and capital funding requirements will depend on numerous
factors, including, but not limited to, the levels and costs of our research and development initiatives and the cost and
timing of the expansion of our business development and administrative staff.

We anticipate that, based upon our cash balance at December 31, 2014, we will be able to fund our operations through
at least March 31, 2015. Over such period, we plan to fund our research and development and commercialization
activities by:

· utilizing our current cash balance and investments;
· the placement of additional equity or debt instruments; and

· the possible execution of additional licensing agreements for our technology.
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We cannot assure you that we will be able to raise money through any of the foregoing transactions on favorable
terms, if at all.

Changes to Critical Accounting Policies and Estimates

There have been no changes to our critical accounting policies and estimates as set forth in our Annual Report on
Form 10-K for the fiscal year ended June 30, 2014.
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Results of Operations

Three Months Ended December 31, 2014 and Three Months Ended December 31, 2013

The results of operations for the three months ended December 31, 2014, include the results of operations of Fabrus,
Inc., our wholly owned subsidiary that was acquired on May 16, 2014. The results of operations for the three months
ended December 31, 2013 do not include the results of operations of Fabrus, Inc.

The net loss for the three months ended December 31, 2014 was $10,746,127. The net loss for the three months ended
December 31, 2013 was $1,619,638. Such a change represents an increase in net loss of $9,126,489, or 563.5%. This
increase in net loss was primarily the result of an impairment of goodwill and an increase in general and
administrative and research and development expenses.

Revenue

There was no revenue during the three months ended December 31, 2014 and December 31, 2013.

We may receive future milestone payments in connection with our current license agreements. Additionally, we may
receive future royalty payments from our license agreements if and when our partners commercialize their products
containing our technology. However, it is difficult for us to determine our future revenue expectations because our
future milestone payments are primarily contingent on our partners’ successful implementation of their development
plan, we have no history of receiving royalties and the timing and outcome of our experiments, the timing of signing
new partner agreements and the timing of our partners moving through the development process into
commercialization is difficult to accurately predict.

General and Administrative Expenses

Three Months Ended December 31,
2014 2013 Change %
(in thousands, except % values)

Payroll and benefits $ 630 $ 149 $ 481 322.8 %
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Investor relations 68 146 (78 ) (53.4 )%
Professional fees 223 90 133 147.8 %
Other general and administrative 140 100 40 40.0 %

1,061 485 576 118.8 %
Stock-based compensation 192 373 (181 ) (48.5 )%
Total general and administrative $ 1,253 $ 858 $ 395 46.0 %

·Payroll and benefits were higher primarily as a result of severance payments due to terminated employees as a result
of closing the New Jersey office.

·
Investor relations fees were lower primarily due to the expenses incurred during the three months ended December
31, 2013 relating to an investor relations program that started in August 2013. We are not incurring those expenses
this year, however, we entered into a lower cost investor relations consulting agreement in September 2014.
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·
Professional fees were higher primarily as a result of an increase in legal fees due to the closing of the New Jersey
office and an increase accounting fees due to the additional bookkeeping, consulting and auditing fees related to the
acquisition of Fabrus, Inc. in May 2014.

·Other general and administrative expenses were higher primarily due to an increase in moving costs, travel and cash
director fees, which were partially offset by a decrease in consultants.

·
Stock-based compensation was lower primarily because stock was issued to certain investor relations and financial
consultants during the three months ended December 31, 2013 and no similar grants were made during the three
months ended December 31, 2014.

We expect cash-based general and administrative expenses to be lower over the next twelve months because on
October 22, 2014, our board of directors decided to close the New Jersey office and to terminate the research
agreement with the University of Waterloo in order to consolidate all of our operations in our San Diego, California
location.

Research and Development Expenses

Research and development expenses for the three months ended December 31, 2014 include costs incurred by
Senesco, Inc. in the amount of $721,000 and costs incurred by Fabrus, Inc. in the amount of $651,000.

Research and development expenses for the three months ended December 31, 2013 do not include any costs incurred
by Fabrus, Inc., as the Company acquired Fabrus, Inc. in May 2014.

Three Months Ended December 31,
2014 2013 Change %
(in thousands, except % values)

Payroll and benefits $ 345 $ 43 $ 302 702.3 %
Phase 1b/2a clinical trial 243 324 (81 ) (25.0 )%
Research supplies 43 - 43 -
Research contract with the University of Waterloo 184 117 67 57.3 %
Consultants 86 121 (35 ) 28.9 %
Rent 87 - 87 -
Legal 179 6 173 2883.3 %
Depreciation and amortization 38 78 (40 ) (51.3 )%
Other research and development 119 25 94 376.0 %

1,324 714 610 85.4 %
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Stock-based compensation 48 17 31 182.4 %
Total research and development $ 1,372 $ 731 $ 641 87.7 %

·Payroll and benefits were higher primarily due to an increase in headcount due to the acquisition of Fabrus, Inc. in
May 2014.

·Phase 1b/2a clinical trial expenses were lower because we concluded patient dosing in the trial during the quarter
ended September 30, 2014.
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· Research supplies were higher primarily due to the acquisition of Fabrus, Inc. research programs in May 2014.

·Research contract with the University of Waterloo is higher due to certain costs in connection with the termination of
the agreement on December 31, 2014.

·
Consultants were lower primarily due to the completion of patient dosing in our Phase 1b/2a clinical trial in
September 2014 and the suspension of the SNS01-T program. This was partially offset by the addition of other
consultants in connection with the acquisition of Fabrus, Inc. in May 2014.

·Rent was higher due to the addition of lab space in San Diego, California in connection with the acquisition of
Fabrus, Inc. in May 2014.

·
Legal was higher due to the impairment in the agricultural patent costs at June 30, 2014 and the Factor 5A human
health patents in September 2014. As a result, the legal fees in connection with the prosecution of these patents are
now being expensed as incurred instead of capitalized.

·

Depreciation and amortization was lower due to the impairment of the agricultural patents at June 30, 2014 and the
Factor 5A human health patents at September 30, 2014. As a result, we are no longer incurring amortization charges
on those patents. This was partially offset by an increase in depreciation in connection with the equipment acquired in
connection with the acquisition of Fabrus, Inc. in May 2014.

·Other research and development costs were higher primarily due to the acquisition of Fabrus, Inc. in May 2014 and
moving the Fabrus, Inc. lab to a new facility in October 2014.

·Stock-based compensation was higher primarily due to the Black-Scholes value of options issued in connection with
the acquisition of Fabrus, Inc. in May 2014, which is being charged to operations over the vesting period.

We expect our research and development costs to be lower in the short-term as we conclude the final reporting of our
Phase 1a / 2b clinical trial. However, if we are able to raise additional capital or complete a strategic transaction, we
expect our research and development costs to increase as we resume	 development of our antibody program.

Impairment of Goodwill

As of December 31, 2014, we reviewed the underlying assumptions and current market conditions and determined
that the goodwill recorded in connection with the acquisition of Fabrus, Inc. on May 16, 2014 was impaired.
Accordingly, we recorded an impairment of goodwill in the amount of $8,121,966.
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Six Months Ended December 31, 2014 and Six Months Ended December 31, 2013

The results of operations for the six months ended December 31, 2014, include the results of operations of Fabrus,
Inc., our wholly owned subsidiary that was acquired on May 16, 2014. The results of operations for the six months
ended December 31, 2013 do not include the results of operations of Fabrus, Inc.

The net loss for the six months ended December 31, 2014 was $15,929,934. The net loss for the six months ended
December 31, 2013 was $3,403,971. Such a change represents an increase in net loss of $12,525,963, or 368.0%. This
increase in net loss was primarily the result of an impairment of goodwill, patents written off, an increase in general
and administrative expenses and research and development expenses.

Revenue

There was no revenue during the six months ended December 31, 2014.

Total revenue in the amount of $100,000 during the six months ended December 31, 2013 consisted of a milestone
payment in connection with an agricultural license agreement.

General and Administrative Expenses

Six Months Ended December 31,
2014 2013 Change %
(in thousands, except % values)

Payroll and benefits $867 $295 $ 572 193.9 %
Investor relations 141 525 (384 ) (73.1 )%
Professional fees 422 198 224 113.1 %
Other general and administrative 313 174 139 79.9 %

1,743 1,192 551 46.2 %
Stock-based compensation 285 523 (238 ) (45.5 )%
Total general and administrative $2,028 $1,715 $ 313 18.3 %

·
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Payroll and benefits were higher primarily as a result of severance payments due to terminated employees as a result
of closing the New Jersey office in November 2014 and as a result of hiring a new CEO in June 2014.

·
Investor relations fees were lower primarily due to the expenses incurred during the three months ended December
31, 2013 relating to an investor relations program that started in August 2013. We are not incurring those expenses
this year, however, we entered into a lower cost investor relations consulting agreement in September 2014.

·
Professional fees were higher primarily as a result of an increase in accounting fees due to the additional
bookkeeping, consulting and auditing fees related to the acquisition of Fabrus, Inc. in May 2014 and an increase in
legal fees due to the closing of the New Jersey office.

·Other general and administrative expenses were higher primarily due to an increase in moving costs, travel,
consultants and cash director fees.
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·
Stock-based compensation was lower primarily because stock was issued to certain investor relations and financial
consultants during the three months ended December 31, 2013 and no similar grants were made during the three
months ended December 31, 2014.

Research and Development Expenses

Research and development expenses for the six months ended December 31, 2014 include costs incurred by Senesco,
Inc. in the amount of $2,283,000 and costs incurred by Fabrus, Inc. in the amount of $1,209,000.

Research and development expenses for the six months ended December 31, 2013 do not include any costs incurred
by Fabrus, Inc., as the Company acquired Fabrus, Inc. in May 2014.

Six Months Ended December 31,
2014 2013 Change %
(in thousands, except % values)

Payroll and benefits $698 $87 $ 611 702.3 %
Phase 1b/2a clinical trial 670 750 (80 ) (10.7 )%
Research supplies 136 2 134 6700.0%
Research contract with the University of Waterloo 303 232 71 30.6 %
Consultants 229 221 8 3.6 %
Rent 145 - 145 -
Legal 254 15 239 1593.3%
Depreciation and amortization 98 152 (54 ) (35.5 )%
Other research and development 196 50 146 292.0 %

2,729 1,509 1,220 80.9 %
Write-off of prepaid research supplies 670 - 670 -
Stock-based compensation 93 33 60 181.8 %
Total research and development	 $3,492 $1,542 $ 1,950 126.5 %

·Payroll and benefits were higher primarily due to an increase in headcount due to the acquisition of Fabrus, Inc. in
May 2014.

·
Phase 1b/2a clinical trial expenses were lower because we concluded patient dosing in the trial during the quarter
ended September 30, 2014.Research supplies were higher primarily due to the acquisition of Fabrus, Inc. research
programs in May 2014.

·Research contract with the University of Waterloo is higher due to certain costs in connection with the termination of
the agreement on December 31, 2014.
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·
Consultants were higher primarily due to the addition of consultants in connection with the acquisition of Fabrus, Inc.
in May 2014, which was mostly offset by a decrease in other consultants due to the completion of patient dosing in
our Phase 1b/2a clinical trial in September 2014 and the suspension of the SNS01-T program.

·Rent was higher due to the addition of lab space in San Diego, California in connection with the acquisition of
Fabrus, Inc. in May 2014.
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·
Legal was higher due to the impairment in the agricultural patent costs at June 30, 2014 and the Factor 5A human
health patents in September 2014. As a result, the legal fees in connection with the prosecution of these patents are
now being expensed as incurred instead of capitalized.

·

Depreciation and amortization was lower due to the impairment of the agricultural patents at June 30, 2014 and the
Factor 5A human health patents at September 30, 2014. As a result, we are no longer incurring amortization charges
on those patents. This was partially offset by an increase in depreciation in connection with the equipment acquired in
connection with the acquisition of Fabrus, Inc. in May 2014.

·Other research and development costs were higher primarily due to the acquisition of Fabrus, Inc. in May 2014 and
moving the Fabrus, Inc. lab to a new facility in October 2014.

·
During the quarter ended September 30, 2014, we concluded our Phase 1b/2a clinical trial but did not use all of the
material purchased for the clinical trial. As we have put the clinical program for this product candidate on hold, we
wrote-off the cost of the remaining material at September 30, 2014.

·Stock-based compensation was higher primarily due to the Black-Scholes value of options issued in connection with
the acquisition of Fabrus, Inc. in May 2014, which is being charged to operations over the vesting period.

Impairment of Goodwill

As of December 31, 2014, we reviewed the underlying assumptions and current market conditions and determined
that the goodwill recorded in connection with the acquisition of Fabrus, Inc. on May 16, 2014 was impaired.
Accordingly we recorded an impairment of goodwill in the amount of $8,121,966.

Write-off of patents

In October 2014, we put the development of Factor 5A for human health applications on hold. As we do not know if
or when the development will be resumed, we are unable to determine what the future undiscounted cash flows from
these patents will be. As such, we recorded an impairment to all of these patent costs in the net amount of $2,290,836
at September 30, 2014 and are expensing any future patent costs related to Factor FA as incurred.

Contractual Obligations and Contingent Liabilities
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During the three months ended December 31, 2014, there were changes to our contractual obligations and
commitments as follows:

On November 17, 2014, we entered into a Retention Agreement with our VP-Preclinical Research and our
Administrative Assistant, whereby they began receiving severance payments and additional benefits for six (6) months
and four (4) months, respectively, following their termination of employment on November 30, 2014.
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On November 30, 2014, we entered into a Retention Agreement with our Chief Financial Officer, whereby he will
receive severance payments and additional benefits through December 15, 2015 following his separation from the
Company (subject to certain restrictions). If he were to voluntarily terminate his employment or be terminated for
cause prior to earlier of the filing of our quarterly report on Form 10-Q for the period ended March 31, 2015 or May
29, 2015, then he would not receive the severance payments and additional benefits.

On November 19, 2014, the Company, as subtenant, executed a sublease agreement dated October 8, 2014 (the
“Sublease Agreement”), effective as of October 10, 2014 (the “Effective Date”), relating to the rental of approximately
10,571 square feet of office and laboratory space located at 4045 Sorrento Valley Boulevard, San Diego, California
92121. The term of the Sublease Agreement will begin on the Effective Date and will continue through October 31,
2016. The Sublease Agreement provides for monthly base rental payments of $22,728 per month, payable in advance
on the first day of each month, with a free rent period for months 2 through 6. Monthly base rental payments will
increase by 3% on each anniversary of the Effective Date of the Sublease Agreement. In addition, the Company has
paid a security deposit in an amount equal to $30,000.

Effective December 31, 2014, we terminated our Research Agreement with the University of Waterloo.

The following table lists our cash contractual obligations as of December 31, 2014:

Payments Due by Period

Contractual Obligations Total Less than
1 year 1 - 3 years 3 - 5 years More than

5 years

Facility, Rent and Operating Leases $568,997 $276,197 $ 292,800 $ — $ —

Employment and Consulting Agreements $1,075,987 $1,075,987 $ — $ — $ —

Total Contractual Cash Obligations $1,644,984 $1,352,184 $ 292,800 $ — $ —

Also, on January 8, 2015, Ronald A. Martell delivered to us notice of his resignation as Chief Executive Officer and
as a member of the Board, effective upon delivery of the notice. The Board accepted Mr. Martell’s notice of
resignation and thanked him for his service to the Company. Mr. Martell had served as Chief Executive Officer and as
a member of the Board since June 2014. The table above reflects the full severance amount due to Mr. Martell
reserved as of December 31, 2014, prior to his resignation. Mr. Martell and the Company are currently discussing the
terms of Mr. Martell’s separation from the Company. For the quarter ended March 31, 2015, the Company will
determine whether to continue any reserve in connection with Mr. Martell’s separation from the Company.
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Off Balance-Sheet Arrangements

We do not have any off balance-sheet arrangements.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk.

Foreign Currency Risk

Our financial statements are denominated in United States dollars and, except for our agreement with the University
of Waterloo, which is denominated in Canadian dollars, all of our contracts are denominated in United States dollars.
Therefore, we believe that fluctuations in foreign currency exchange rates will not result in any material adverse effect
on our financial condition or results of operations. In the event we derive a greater portion of our revenues from
international operations or in the event a greater portion of our expenses are incurred internationally and denominated
in a foreign currency, then changes in foreign currency exchange rates could affect our results of operations and
financial condition.

Interest Rate Risk

We invest in high-quality financial instruments, primarily money market funds, with an effective duration of the
portfolio of less than one year, which we believe are subject to limited credit risk. We currently do not hedge our
interest rate exposure. Due to the short-term nature of our investments, we do not believe that we have any material
exposure to interest rate risk arising from our investments.

Item 4. Controls and Procedures.

(a)Evaluation of disclosure controls and procedures.

The principal executive officer and principal financial officer have evaluated our disclosure controls and procedures
(as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) as of December 31, 2014.
Based on this evaluation, they have concluded that our disclosure controls and procedures were effective to ensure that
the information required to be disclosed by us in reports that we file or submit under the Securities Exchange Act of
1934 is recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission’s rules and forms, and to ensure that information required to be disclosed by us in the reports
that we file or submit under the Securities Exchange Act of 1934 is accumulated and communicated to our
management, including our principal executive and principal financial officers, to allow timely decisions regarding
required disclosure.

(b)Changes in internal controls.
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No change in our internal controls over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the
Securities Exchange Act of 1934) occurred during the three month period ended December 31, 2014 that has
materially affected, or is reasonably likely to materially affect, our internal controls over financial reporting.

28

Edgar Filing: Sevion Therapeutics, Inc. - Form 10-Q

55



PART II. OTHER INFORMATION.

Item 1. Legal Proceedings.

None.

Item 1A. Risk Factors.

The more prominent risks and uncertainties inherent in our business are described below. However, additional risks
and uncertainties may also impair our business operations. If any of the following risks actually occur, our business,
financial condition or results of operations may suffer.

Risks Related to Our Business

Recurring losses and negative cash flows from operations raise substantial doubt about our ability to continue as a
going concern and we may not be able to continue as a going concern.

Our recurring losses from operations and negative cash flows from operations raise substantial doubt about our ability
to continue as a going concern and as a result, our independent registered public accounting firm included an
explanatory paragraph in its report on our consolidated financial statements for the fiscal year ended June 30, 2014.
Substantial doubt about our ability to continue as a going concern may create negative reactions to the price of the
common shares of our stock and we may have a more difficult time obtaining financing.

We have prepared our financial statements on a going concern basis, which contemplates the realization of assets and
the satisfaction of liabilities and commitments in the normal course of business. The financial statements do not
include any adjustments relating to the recoverability and classification of recorded asset amounts or amounts of
liabilities that might be necessary should we be unable to continue in existence.

As of December 31, 2014, we believe we have enough cash to fund operations through at least March 31, 2015.
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We have a limited operating history and have incurred substantial losses and expect to incur future losses.

We are a development stage biotechnology company with a limited operating history and limited assets and capital.
We have incurred losses each year since inception and had an accumulated deficit of $104,242,423 at December 31,
2014. We have generated minimal revenues by licensing our technology for certain crops to companies willing to
share in our development costs. In addition, our technology may not be ready for commercialization for several years.
We expect to continue to incur losses for the next several years because we anticipate that our expenditures on
research and development and administrative activities will significantly exceed our revenues during that period. We
cannot predict when, if ever, we will become profitable.
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We will need additional capital to fund our operations until we are able to generate a profit.

Our operations to date have required significant cash expenditures. Our future capital requirements will depend on the
results of our research and development activities, preclinical and clinical studies, and competitive and technological
advances.

We will need to obtain more funding in the future through collaborations or other arrangements with research
institutions and corporate partners, or public and private offerings of our securities, including debt or equity financing.
We may not be able to obtain adequate funds for our operations from these sources when needed or on acceptable
terms. Future collaborations or similar arrangements may require us to license valuable intellectual property to, or to
share substantial economic benefits with, our collaborators. If we raise additional capital by issuing additional equity
or securities convertible into equity, our stockholders may experience dilution and our share price may decline. Any
debt financing may result in restrictions on our spending.

If we are unable to raise additional funds, we will need to do one or more of the following:

· delay, scale-back or eliminate some or all of our research and product development programs;

·provide licenses to third parties to develop and commercialize products or technologies that we would otherwise seek
to develop and commercialize ourselves;

· seek strategic alliances or business combinations;
· attempt to sell our company;

· cease operations; or
· declare bankruptcy.

We believe that at the projected rate of spending we should have sufficient cash to maintain our present operations at
least through March 31, 2015.

We may be adversely affected by the current economic environment.

Our ability to obtain financing, invest in and grow our business, and meet our financial obligations depends on our
operating and financial performance, which in turn is subject to numerous factors. In addition to factors specific to our
business, prevailing economic conditions and financial, business and other factors beyond our control can also affect
our business and ability to raise capital. We cannot anticipate all of the ways in which the current economic climate
and financial market conditions could adversely impact our business.
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Materials necessary to manufacture some of our compounds currently under development may not be available on
commercially reasonable terms, or at all, which may delay our development and commercialization of these
compounds.

Some of the materials necessary for the manufacture of our compounds under development may, from time to time, be
available either in limited quantities, or from a limited number of manufacturers, or both. Our contract manufacturers
need to obtain these materials for our clinical trials and, potentially, for commercial distribution when and if we obtain
marketing approval for these compounds. Suppliers may not sell us these materials at the time we need them or on
commercially reasonable terms. If we are unable to obtain the materials needed to conduct our clinical trials, product
testing and potential regulatory approval could be delayed, adversely affecting our ability to develop the product
candidates. Similarly, if we are unable to obtain critical manufacturing materials after regulatory approval has been
obtained for a product candidate, the commercial launch of that product candidate could be delayed or there could be a
shortage in supply, which could materially affect our ability to generate revenues from that product candidate. If
suppliers increase the price of manufacturing materials, the price for one or more of our products may increase, which
may make our products less competitive in the marketplace. If it becomes necessary to change suppliers for any of
these materials or if any of our suppliers experience a shutdown or disruption at the facilities used to produce these
materials, due to technical, regulatory or other reasons, it could harm our ability to manufacture our products.

30

Edgar Filing: Sevion Therapeutics, Inc. - Form 10-Q

59



We depend on a limited number of technologies and, if our technologies are not commercially successful, we will
have no alternative source of revenue.

Our primary business is the development and licensing of technology to (i) discover and engineer monoclonal
antibodies and (ii) identify, isolate, characterize and promote or silence genes which control the death of cells in
humans and plants. Our future revenue and profitability critically depend upon our ability, or our licensees’ ability, to
successfully develop apoptosis and senescence gene technology and later license or market such technology. We have
conducted experiments on certain crops with favorable results and have conducted certain preliminary cell-line and
animal experiments, which have provided us with data upon which we have designed additional research programs.
However, we cannot give any assurance that our technology will be commercially successful or economically viable
for any crops or human therapeutic applications.

In addition, no assurance can be given that adverse consequences might not result from the use of our technology such
as the development of negative effects on humans or plants or reduced benefits in terms of crop yield or protection.
Our failure to obtain market acceptance of our technology or the failure of our current or potential licensees to
successfully commercialize such technology would have a material adverse effect on our business.

We outsource much of our research and development activities and, if we are unsuccessful in maintaining our
alliances with these third parties, our research and development efforts may be delayed or curtailed.

We rely on third parties to perform much of our research and development activities. At this time, we have limited
internal capabilities to perform our own research and development activities. Accordingly, the failure of third party
research partners to perform under agreements entered into with us, or our failure to renew important research
agreements with these third parties, may delay or curtail our research and development efforts.

We have significant future capital needs and may be unable to raise capital when needed, which could force us to
delay or reduce our research and development efforts.

As of December 31, 2014, we had a cash balance of $2,107,452 and a working capital deficit of $175,444. Using our
available reserves as of December 31, 2014, we believe that we can operate according to our current business plan at
least through March 31, 2015.

To date, we have generated minimal revenues and anticipate that our operating costs will exceed any revenues
generated over the next several years. Therefore, we will be required to raise additional capital in the future in order to
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operate in accordance with our current business plan, and this funding may not be available on favorable terms, if at
all. If we are unable to raise additional funds, we will need to do one or more of the following:
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· delay, scale back or eliminate some or all of our research and development programs;

·provide a license to third parties to develop and commercialize our technology that we would otherwise seek to
develop and commercialize ourselves;

· seek strategic alliances or business combinations;
· attempt to sell our company;

· cease operations; or
· declare bankruptcy.

In addition, in connection with any funding, if we need to issue more equity securities than our certificate of
incorporation currently authorizes we will need stockholder approval. If stockholder approval is not obtained or if
adequate funds are not available, we may be required to curtail operations significantly or to obtain funds through
arrangements with collaborative partners or others that may require us to relinquish rights to certain of our
technologies, product candidates, products or potential markets. Investors may experience dilution in their investment
from future offerings of our common stock. For example, if we raise additional capital by issuing equity securities,
such an issuance would reduce the percentage ownership of existing stockholders. In addition, assuming the exercise
of all options and warrants outstanding and the conversion of the preferred stock into common stock, as of December
31, 2014, we had 476,799,469 shares of common stock authorized but unissued and unreserved, which may be issued
from time to time by our board of directors. Furthermore, we may need to issue securities that have rights, preferences
and privileges senior to our common stock. Failure to obtain financing on acceptable terms would have a material
adverse effect on our liquidity.

Since our inception, we have financed all of our operations through equity and debt financings. Our future capital
requirements depend on numerous factors, including:

· the scope of our research and development;
· our ability to attract business partners willing to share in our development costs;

· our ability to successfully commercialize our technology;
· competing technological and market developments;

· our ability to enter into collaborative arrangements for the development, regulatory approval and
commercialization of other products; and

· the cost of filing, prosecuting, defending and enforcing patent claims and other intellectual property rights.

Our business depends upon our patents and proprietary rights and the enforcement of these rights. Our failure to
obtain and maintain patent protection may increase competition and reduce demand for our technology.

As a result of the substantial length of time and expense associated with developing products and bringing them to the
marketplace in the biotechnology and agricultural industries, obtaining and maintaining patent and trade secret
protection for technologies, products and processes is of vital importance. Our success will depend in part on several
factors, including, without limitation:
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· our ability to obtain patent protection for our technologies and processes;
· our ability to preserve our trade secrets; and

·our ability to operate without infringing the proprietary rights of other parties both in the United States and in foreign
countries.
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As of December 31, 2014, we have been issued thirty-one (31) patents by the PTO and eighty-two (82) patents from
foreign countries. We have also filed numerous patent applications for our technology in the United States and in
several foreign countries, which technology is vital to our primary business, as well as several continuations in part on
these patent applications. Our success depends in part upon the grant of patents from our pending patent applications.
In addition, we have licensed certain antibody technology from The Scripps Research Institute, or Scripps, pursuant to
a license agreement dated August 8, 2014. If we are in breach of this license agreement, and Scripps elects to
terminate the agreement, this termination could have a material adverse effect to our business in the future.

Although we believe that our technology is unique and that it will not violate or infringe upon the proprietary rights of
any third party, we cannot assure you that these claims will not be made or if made, could be successfully defended
against. If we do not obtain and maintain patent protection, we may face increased competition in the United States
and internationally, which would have a material adverse effect on our business.

Since patent applications in the United States are maintained in secrecy until patents are issued, and since publication
of discoveries in the scientific and patent literature tend to lag behind actual discoveries by several months, we cannot
be certain that we were the first creator of the inventions covered by our pending patent applications or that we were
the first to file patent applications for these inventions.

In addition, among other things, we cannot assure you that:

· our patent applications will result in the issuance of patents;
· any patents issued or licensed to us will be free from challenge and if challenged, would be held to be valid;

·any patents issued or licensed to us will provide commercially significant protection for our technology, products and
processes;

·other companies will not independently develop substantially equivalent proprietary information which is not covered
by our patent rights;

· other companies will not obtain access to our know-how;
· other companies will not be granted patents that may prevent the commercialization of our technology; or

·we will not incur licensing fees and the payment of significant other fees or royalties to third parties for the use of
their intellectual property in order to enable us to conduct our business.

Our competitors may allege that we are infringing upon their intellectual property rights, forcing us to incur
substantial costs and expenses in resulting litigation, the outcome of which would be uncertain.

Patent law is still evolving relative to the scope and enforceability of claims in the fields in which we operate. We are
like most biotechnology companies in that our patent protection is highly uncertain and involves complex legal and
technical questions for which legal principles are not yet firmly established. In addition, if issued, our patents may not
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contain claims sufficiently broad to protect us against third parties with similar technologies or products, or provide us
with any competitive advantage.
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The PTO and the courts have not established a consistent policy regarding the breadth of claims allowed in
biotechnology patents. The allowance of broader claims may increase the incidence and cost of patent interference
proceedings and the risk of infringement litigation. On the other hand, the allowance of narrower claims may limit the
scope and value of our proprietary rights.

The laws of some foreign countries do not protect proprietary rights to the same extent as the laws of the United
States, and many companies have encountered significant problems and costs in protecting their proprietary rights in
these foreign countries.

We could become involved in infringement actions to enforce and/or protect our patents. Regardless of the outcome,
patent litigation is expensive and time consuming and would distract our management from other activities. Some of
our competitors may be able to sustain the costs of complex patent litigation more effectively than we could because
they have substantially greater resources. Uncertainties resulting from the initiation and continuation of any patent
litigation could limit our ability to continue our operations.

If our technology infringes the intellectual property of our competitors or other third parties, we may be required to
pay license fees or damages.

The current patent landscape surrounding siRNA technology is unclear due to the recent proliferation of
siRNA-related patent litigation and grants of third-party patents encompassing this technology. If any relevant claims
of third party patents that are adverse to us are upheld as valid and enforceable, we could be prevented from
commercializing our technology or could be required to obtain licenses from the owners of such patents. We cannot
assure you that such licenses would be available or, if available, would be on acceptable terms. Some licenses may be
non-exclusive and, therefore, our competitors may have access to the same technology licensed to us. In addition, if
any parties successfully claim that the creation or use of our technology infringes upon their intellectual property
rights, we may be forced to pay damages, including treble damages.

Our security measures may not adequately protect our unpatented technology and, if we are unable to protect the
confidentiality of our proprietary information and know-how, the value of our technology may be adversely
affected.

Our success depends upon know-how, unpatentable trade secrets, and the skills, knowledge and experience of our
scientific and technical personnel. We require all employees to disclose and assign to us the rights to their ideas,
developments, discoveries and inventions. All of the current employees have also entered into Non-disclosure,
Non-competition and Invention Assignment Agreements. We also attempt to enter into similar agreements with our
consultants, advisors and research collaborators. We cannot assure you that adequate protection for our trade secrets,

Edgar Filing: Sevion Therapeutics, Inc. - Form 10-Q

66



know-how or other proprietary information against unauthorized use or disclosure will be available.

We occasionally provide information to research collaborators in academic institutions and request that the
collaborators conduct certain tests. We cannot assure you that the academic institutions will not assert intellectual
property rights in the results of the tests conducted by the research collaborators, or that the academic institutions will
grant licenses under such intellectual property rights to us on acceptable terms, if at all. If the assertion of intellectual
property rights by an academic institution is substantiated, and the academic institution does not grant intellectual
property rights to us, these events could limit our ability to commercialize our technology.
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As we evolve from a company primarily involved in the research and development of our technology into one that is
also involved in the commercialization of our technology, we may have difficulty managing our growth and
expanding our operations.

As our business grows, we may need to add employees and enhance our management, systems and procedures. We
may need to successfully integrate our internal operations with the operations of our marketing partners,
manufacturers, distributors and suppliers to produce and market commercially viable products. We may also need to
manage additional relationships with various collaborative partners, suppliers and other organizations. Expanding our
business may place a significant burden on our management and operations. We may not be able to implement
improvements to our management information and control systems in an efficient and timely manner and we may
discover deficiencies in our existing systems and controls. Our failure to effectively respond to such changes may
make it difficult for us to manage our growth and expand our operations.

We are in the process of combining the assets and operations of Fabrus into our company, which will increase our
infrastructure and reporting burden.

The integration of the business and assets of Fabrus is of critical importance to our future success. The success of the
integration will depend, in a large part, on our ability to realize the anticipated benefits, including synergies, cost
savings, innovation and operational efficiencies, from combining Fabrus and Senesco. To realize these anticipated
benefits, these businesses must be successfully integrated. The failure to integrate successfully and to manage
successfully the challenges presented by the integration process may prevent us from achieving the anticipated
benefits of this acquisition. Any difficulties in successfully integrating these businesses, or any delays in the
integration process, could adversely affect our business, financial results and financial condition.

We have no marketing or sales history and depend on third party marketing partners. Any failure of these parties
to perform would delay or limit our commercialization efforts.

We have no history of marketing, distributing or selling biotechnology products, and we are relying on our ability to
successfully establish marketing partners or other arrangements with third parties to market, distribute and sell a
commercially viable product both here and abroad. Our business plan envisions creating strategic alliances to access
needed commercialization and marketing expertise. We may not be able to attract qualified sub-licensees, distributors
or marketing partners, and even if qualified, these marketing partners may not be able to successfully market human
therapeutic applications developed with our technology. If our current or potential future marketing partners fail to
provide adequate levels of sales, our commercialization efforts will be delayed or limited and we may not be able to
generate revenue.
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We will depend on joint ventures and strategic alliances to develop and market our technology and, if these
arrangements are not successful, our technology may not be developed and the expenses to commercialize our
technology will increase.

In its current state of development, our technology is not ready to be marketed to consumers. We intend to follow a
multi-faceted commercialization strategy that involves the licensing of our technology to business partners for the
purpose of further technological development, marketing and distribution. We have and are seeking business partners
who will share the burden of our development costs while our technology is still being developed, and who will pay us
royalties when they market and distribute products incorporating our technology upon commercialization. The
establishment of joint ventures and strategic alliances may create future competitors, especially in certain regions
abroad where we do not pursue patent protection. If we fail to establish beneficial business partners and strategic
alliances, our growth will suffer and the continued development of our technology may be harmed.

Competition in the human therapeutic industry is intense and technology is changing rapidly. If our competitors
market their technology faster than we do, we may not be able to generate revenues from the commercialization of
our technology.

There are many large companies working in the therapeutic antibody field and similarly may develop technologies
related to antibody discovery. These companies include Genentech, Inc., Amgen, Inc., Biogen Idec, Inc., Novartis AG,
Janssen Biotech, Inc., Sanofi-aventis U.S. LLC, Regeneron Pharmaceuticals, Inc., Bristol-Myers Squibb Company,
Teva Pharmaceutical Industries Ltd, Pfizer, Inc., Takeda Pharmaceutical Company Limited, Kyawa Hokko Kirin
Pharma, Inc., Daiichi Sankyo Company Limited, Astellas Pharma, Inc., Merck & Co. Inc., AbbVie, Inc., Seattle
Genetics, Inc., and Immunogen, Inc. Similarly, there are several small companies developing technologies for
antibody discovery, including Adimab LLC, X-body Biosciences, Inc., Innovative Targeting Solutions, Inc., Heptares
Therapeutics Ltd, Kymab Ltd., and Novimmune SA. Other companies are working on unique scaffolds, including
Ablynx NV and ArGen-X N.V.

Many human therapeutic companies are engaged in research and development activities relating to apoptosis and
senescence. We may be unable to compete successfully against our current and future competitors, which may result
in price reductions, reduced margins and the inability to achieve market acceptance for products containing our
technology. Some of our competitors that are involved in apoptosis research include: Celgene Corporation;
Takeda/Millennium; ONYX Pharmaceuticals, Inc.; Amgen Inc.; Janssen Biotech, Inc.; Novartis AG; and
Pharmacyclics, Inc. Many of these competitors have substantially greater financial, marketing, sales, distribution and
technical resources than us and have more experience in research and development, clinical trials, regulatory matters,
manufacturing and marketing. We anticipate increased competition in the future as new companies enter the market
and new technologies become available. Our technology may be rendered obsolete or uneconomical by technological
advances or entirely different approaches developed by one or more of our competitors, which will prevent or limit
our ability to generate revenues from the commercialization of our technology.
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Our business is subject to various government regulations and, if we or our licensees are unable to obtain
regulatory approval, we may not be able to continue our operations.

Use of our technology, if developed for human therapeutic applications, is subject to FDA regulation. The FDA must
approve any drug or biologic product before it can be marketed in the United States. In addition, prior to being sold
outside of the United States, any products resulting from the application of our human therapeutic technology must be
approved by the regulatory agencies of foreign governments. Prior to filing a new drug application or biologics license
application with the FDA, we would have to perform extensive clinical trials, and prior to beginning any clinical trial,
we would need to perform extensive preclinical testing which could take several years and may require substantial
expenditures.

We have performed clinical trials in connection with our human therapeutic applications, which is subject to FDA
approval. Additionally, federal, state and foreign regulations relating to human therapeutic applications developed
through biotechnology are subject to public concerns and political circumstances, and, as a result, regulations have
changed and may change substantially in the future. Accordingly, we may become subject to governmental
regulations or approvals or become subject to licensing requirements in connection with our research and development
efforts. We may also be required to obtain such licensing or approval from the governmental regulatory agencies
described above, or from state agencies, prior to the commercialization of our human therapeutic technology. If
unfavorable governmental regulations are imposed on our technology or if we fail to obtain licenses or approvals in a
timely manner, we may not be able to continue our operations.

Preclinical studies of our human therapeutic applications may be unsuccessful, which could delay or prevent
regulatory approval.

Preclinical studies may reveal that our human therapeutic technology is ineffective or harmful, and/or may be
unsuccessful in demonstrating efficacy and safety of our human therapeutic technology, which would significantly
limit the possibility of obtaining regulatory approval for any drug or biologic product manufactured with our
technology. The FDA requires submission of extensive preclinical, clinical and manufacturing data to assess the
efficacy and safety of potential products. Any delay in receiving approval for any applicable IND from the FDA
would result in a delay in the commencement of the related clinical trial. Additionally, we could be required to
perform additional preclinical studies prior to the FDA approving any applicable IND. Furthermore, the success of
preliminary studies does not ensure commercial success, and later-stage clinical trials may fail to confirm the results
of the preliminary studies.

Our success will depend on the success of our clinical trials of our human therapeutic applications.
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It may take several years to complete the clinical trials of a product candidate, and failure of one or more of our
clinical trials can occur at any stage of testing. We believe that the development of our product candidate involves
significant risks at each stage of testing. If clinical trial difficulties and failures arise, our product candidate may never
be approved for sale or become commercially viable.
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There are a number of difficulties and risks associated with clinical trials. These difficulties and risks may result in the
failure to receive regulatory approval to sell our product candidate or the inability to commercialize our product
candidate. The possibility exists that:

·
we may discover that the product candidate does not exhibit the expected therapeutic results in humans, may cause
harmful side effects or have other unexpected characteristics that may delay or preclude regulatory approval or limit
commercial use if approved;

· the results from early clinical trials may not be statistically significant or predictive of results that will be
obtained from expanded advanced clinical trials;

·
institutional review boards or regulators, including the FDA, may hold, suspend or terminate our clinical research or
the clinical trials of our product candidate for various reasons, including noncompliance with regulatory requirements
or if, in their opinion, the participating subjects are being exposed to unacceptable health risks;

· subjects may drop out of our clinical trials;

·our preclinical studies or clinical trials may produce negative, inconsistent or inconclusive results, and we may
decide, or regulators may require us, to conduct additional preclinical studies or clinical trials; and

· the cost of our clinical trials may be greater than we currently anticipate.

Clinical trials for our human therapeutic technology will be lengthy and expensive and their outcome is uncertain.

Before obtaining regulatory approval for the commercial sales of any product containing our technology, we must
demonstrate through clinical testing that our technology and any product containing our technology is safe and
effective for use in humans. Conducting clinical trials is a time-consuming, expensive and uncertain process and
typically requires years to complete. In our industry, the results from preclinical studies and early clinical trials often
are not predictive of results obtained in later-stage clinical trials. Some products and technologies that have shown
promising results in preclinical studies or early clinical trials subsequently fail to establish sufficient safety and
efficacy data necessary to obtain regulatory approval. At any time during clinical trials, we or the FDA might delay or
halt any clinical trial for various reasons, including:

· occurrence of unacceptable toxicities or side effects;
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· ineffectiveness of the product candidate;

·negative or inconclusive results from the clinical trials, or results that necessitate additional studies or clinical trials;

·delays in obtaining or maintaining required approvals from institutions, review boards or other reviewing entities at
clinical sites;

· delays in patient enrollment; or

· insufficient funding or a reprioritization of financial or other resources.

Any failure or substantial delay in successfully completing clinical trials and obtaining regulatory approval for our
product candidates could severely harm our business.
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If our clinical trials for our product candidates are delayed, we would be unable to commercialize our product
candidates on a timely basis, which would materially harm our business.

Planned clinical trials may not begin on time or may need to be restructured after they have begun. Clinical trials can
be delayed for a variety of reasons, including delays related to:

· obtaining an effective IND or regulatory approval to commence a clinical trial;

· negotiating acceptable clinical trial agreement terms with prospective trial sites;

· obtaining institutional review board approval to conduct a clinical trial at a prospective site;

· recruiting qualified subjects to participate in clinical trials;

· competition in recruiting clinical investigators;

· shortage or lack of availability of supplies of drugs for clinical trials;

· the need to repeat clinical trials as a result of inconclusive results or poorly executed testing;

· the placement of a clinical hold on a study;

· the failure of third parties conducting and overseeing the operations of our clinical trials to perform their contractual
or regulatory obligations in a timely fashion; and

·exposure of clinical trial subjects to unexpected and unacceptable health risks or noncompliance with regulatory
requirements, which may result in suspension of the trial.

We believe that our product candidates have significant milestones to reach, including the successful completion of
clinical trials, before commercialization. If we have significant delays in or termination of clinical trials, our financial
results and the commercial prospects for our product candidates or any other products that we may develop will be
adversely impacted. In addition, our product development costs would increase and our ability to generate revenue
could be impaired.
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Any inability to license from third parties their proprietary technologies or processes which we use in connection
with the development of our technology may impair our business.

Other companies, universities and research institutions have or may obtain patents that could limit our ability to use
our technology in a product candidate or impair our competitive position. As a result, we would have to obtain
licenses from other parties before we could continue using our technology in a product candidate. Any necessary
licenses may not be available on commercially acceptable terms, if at all. If we do not obtain required licenses, we
may not be able to develop our technology into a product candidate or we may encounter significant delays in
development while we redesign methods that are found to infringe on the patents held by others.
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We face potential product liability exposure far in excess of our limited insurance coverage.

We may be held liable if any product we or our collaborators develop causes injury or is found otherwise unsuitable
during product testing, manufacturing, marketing or sale. Regardless of merit or eventual outcome, product liability
claims could result in decreased demand for our product candidates, injury to our reputation, withdrawal of patients
from our clinical trials, substantial monetary awards to trial participants and the inability to commercialize any
products that we may develop. These claims might be made directly by consumers, health care providers,
pharmaceutical companies or others selling or testing our products. We have obtained limited product liability
insurance coverage for our clinical trials; however, our insurance may not reimburse us or may not be sufficient to
reimburse us for expenses or losses we may suffer. Moreover, if insurance coverage becomes more expensive, we may
not be able to maintain insurance coverage at a reasonable cost or in sufficient amounts to protect us against losses
due to liability. If we obtain marketing approval for any of our product candidates, we intend to expand our insurance
coverage to include the sale of commercial products, but we may be unable to obtain commercially reasonable product
liability insurance for any products approved for marketing. On occasion, juries have awarded large judgments in
class action lawsuits for claims based on drugs that had unanticipated side effects. In addition, the pharmaceutical and
biotechnology industries, in general, have been subject to significant medical malpractice litigation. A successful
product liability claim or series of claims brought against us could harm our reputation and business and would
decrease our cash reserves.

We depend on our key personnel and, if we are not able to attract and retain qualified scientific and business
personnel, we may not be able to grow our business or develop and commercialize our technology.

We are highly dependent on our scientific advisors, consultants and third-party research partners. Our success will
also depend in part on the continued service of our key employees and our ability to identify, hire and retain additional
qualified personnel in an intensely competitive market. Additionally, we do not have employment agreements with
our key employees. We do not maintain key person life insurance on any member of management. The failure to
attract and retain key personnel could limit our growth and hinder our research and development efforts.

Certain provisions of our charter, by-laws, Delaware law and stock plans could make a takeover difficult.

Certain provisions of our certificate of incorporation and by-laws could make it more difficult for a third party to
acquire control of us, even if the change in control would be beneficial to stockholders. Our certificate of
incorporation authorizes our board of directors to issue, without stockholder approval, 5,000,000 shares of preferred
stock with voting, conversion and other rights and preferences that could adversely affect the voting power or other
rights of the holders of our common stock.
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In addition, we are subject to the Business Combination Act of the Delaware General Corporation Law which, subject
to certain exceptions, restricts certain transactions and business combinations between a corporation and a stockholder
owning 15% or more of the corporation’s outstanding voting stock for a period of three years from the date such
stockholder becomes a 15% owner. These provisions may have the effect of delaying or preventing a change of
control of us without action by our stockholders and, therefore, could adversely affect the value of our common stock.

40

Edgar Filing: Sevion Therapeutics, Inc. - Form 10-Q

79



Furthermore, in the event of our merger or consolidation with or into another corporation, or the sale of all or
substantially all of our assets in which the successor corporation does not assume our outstanding equity awards or
issue equivalent equity awards, our current equity plans require the accelerated vesting of such outstanding equity
awards.
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Risks Related to Our Common Stock

Penny stock regulations may impose certain restrictions on marketability of our securities.

The SEC has adopted regulations which generally define a “penny stock” to be any equity security that has a market
price of less than $5.00 per share or an exercise price of less than $5.00 per share, subject to certain exceptions. As a
result, our common stock is subject to rules that impose additional sales practice requirements on broker dealers who
sell such securities to persons other than established customers and accredited investors (generally those with assets in
excess of $1,000,000 or annual income exceeding $200,000, or $300,000 together with their spouse). For transactions
covered by such rules, the broker dealer must make a special suitability determination for the purchase of such
securities and have received the purchaser’s written consent to the transaction prior to the purchase. Additionally, for
any transaction involving a penny stock, unless exempt, the rules require the delivery, prior to the transaction, of a risk
disclosure document mandated by the SEC relating to the penny stock market. The broker dealer must also disclose
the commission payable to both the broker dealer and the registered representative, current quotations for the
securities and, if the broker dealer is the sole market maker, the broker dealer must disclose this fact and the broker
dealer’s presumed control over the market.

Finally, monthly statements must be sent disclosing recent price information for the penny stock held in the account
and information on the limited market in penny stocks. Broker-dealers must wait two business days after providing
buyers with disclosure materials regarding a security before effecting a transaction in such security. Consequently, the
“penny stock” rules restrict the ability of broker dealers to sell our securities and affect the ability of investors to sell our
securities in the secondary market and the price at which such purchasers can sell any such securities, thereby
affecting the liquidity of the market for our common stock.

Stockholders should be aware that, according to the SEC, the market for penny stocks has suffered in recent years
from patterns of fraud and abuse. Such patterns include:

·control of the market for the security by one or more broker-dealers that are often related to the promoter or issuer;

·manipulation of prices through prearranged matching of purchases and sales and false and misleading press releases;

·“boiler room” practices involving high pressure sales tactics and unrealistic price projections by inexperienced sales
persons;

· excessive and undisclosed bid-ask differentials and markups by selling broker-dealers; and
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· the wholesale dumping of the same securities by promoters and broker-dealers after prices have been manipulated to
a desired level, along with the inevitable collapse of those prices with consequent investor losses.

Our management is aware of the abuses that have occurred historically in the penny stock market.
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Our management and other affiliates have significant control of our common stock and could significantly
influence our actions in a manner that conflicts with our interests and the interests of other stockholders.

As of December 31, 2014, our executive officers and directors together beneficially own approximately 27% of the
outstanding shares of our common stock, assuming the exercise of options and warrants which are currently
exercisable or will become exercisable within 60 days of December 31, 2014, held by these stockholders.
Additionally, there are four shareholders that each beneficially own more than 5% of the outstanding shares of our
common stock. As a result, these stockholders, acting together, will be able to exercise significant influence over
matters requiring approval by our stockholders, including the election of directors, and may not always act in the best
interests of other stockholders. Such a concentration of ownership may have the effect of delaying or preventing a
change in control of us, including transactions in which our stockholders might otherwise receive a premium for their
shares over then-current market prices.

A significant portion of our total outstanding shares of common stock may be sold in the market in the near future,
which could cause the market price of our common stock to drop significantly.

As of December 31, 2014, we had 13,866,627 shares of our common stock issued and outstanding and 580 shares of
convertible preferred stock outstanding which can convert into 290,000 shares of common stock. As of December 31,
2014, all of our outstanding shares of common stock are registered pursuant to registration statements on Forms S-1 or
S-3 or are either eligible to be sold under Rule 144 of the Securities Act of 1933, as amended, or are in the public
float. In addition, we have registered 1,876,722 shares of our common stock underlying warrants previously issued
and still outstanding and we registered 1,845,976 shares of our common stock underlying options granted or to be
granted under our stock option plans. Consequently, sales of substantial amounts of our common stock in the public
market, or the perception that such sales could occur, may have a material adverse effect on our stock price.

Our common stock has a limited trading market, which could limit your ability to resell your shares of common
stock at or above your purchase price.

Our common stock is currently quoted on the OTCQB Marketplace, operated by the OTC Markets Group, or OTCQB,
and our common stock currently has a limited trading market. We cannot assure you that an active trading market will
develop or, if developed, will be maintained. As a result, our stockholders may find it difficult to dispose of shares of
our common stock and, as a result, may suffer a loss of all or a substantial portion of their investment.
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The market price of our common stock may fluctuate and may drop below the price you paid.

We cannot assure you that you will be able to resell the shares of our common stock at or above your purchase price.
The market price of our common stock may fluctuate significantly in response to a number of factors, some of which
are beyond our control. These factors include:

· quarterly variations in operating results;
· the progress or perceived progress of our research and development efforts;

· changes in accounting treatments or principles;

·announcements by us or our competitors of new technology, product and service offerings, significant contracts,
acquisitions or strategic relationships;

· additions or departures of key personnel;
· future offerings or resales of our common stock or other securities;

·stock market price and volume fluctuations of publicly-traded companies in general and development companies in
particular; and

· general political, economic and market conditions.

For example, during the quarter ended December 31, 2014, our common stock traded between $0.51 and $1.60 per
share.

Because we do not intend to pay, and have not paid, any cash dividends on our shares of common stock, our
stockholders will not be able to receive a return on their shares unless the value of our common stock appreciates
and they sell their shares.

We have never paid or declared any cash dividends on our common stock, and we intend to retain any future earnings
to finance the development and expansion of our business. We do not anticipate paying any cash dividends on our
common stock in the foreseeable future. Therefore, our stockholders will not be able to receive a return on their
investment unless the value of our common stock appreciates and they sell their shares.

Our stockholders may experience substantial dilution as a result of the conversion of convertible preferred stock,
the exercise of options and warrants to purchase our common stock, or due to anti-dilution provisions relating to
any on the foregoing.

As of December 31, 2014, we have outstanding 580 shares of convertible preferred stock which may convert into
290,000 shares of our common stock and warrants to purchase 3,977,744 shares of our common stock.  In addition, as
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of December 31, 2014, we have reserved 3,351,701 shares of our common stock for issuance upon the exercise of
options granted or available to be granted pursuant to our stock option plan, all of which may be granted in the future. 
Furthermore, in connection with the preferred stock agreements, we are required to reserve an additional 146,236
shares of common stock. The conversion of the convertible preferred stock and the exercise of these options and
warrants will result in dilution to our existing stockholders and could have a material adverse effect on our stock price.
The conversion price of the convertible preferred stock is also subject to certain anti-dilution adjustments.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

None.

Item 5. Other Information.

None.

Item 6. Exhibits.

Exhibits.

Exhibit No. Description

3.1
Certificate of Amendment to the Amended and Restated Certificate of Incorporation of Sevion
Therapeutics, Inc. filed with the State of Delaware on September 29, 2014. (Incorporated by reference to
Exhibit 3.1 on Form 8-K filed on October 3, 2014)

10.1 Sublease agreement by and between Pathway Genomics Corporation, as Sublandlord, and Fabrus, Inc., as
Subtenant, effective as of October 10, 2014. (filed herewith)

10.2 + Collaboration Agreement by and between Fabrus, Inc. and CNA Development, LLC, dated December 18,
2014. (filed herewith).

10.3 Retention Agreement, dated as of November 30, 2014, by and between Sevion Therapeutics, Inc. and Joel
Brooks. (Incorporated by reference to Exhibit 10.1 on Form 8-K filed on December 3, 2014).

10.4 Retention Agreement, dated as of November 17, 2014, by and between Sevion Therapeutics, Inc. and
Richard Dondero. (filed herewith).

10.5 Retention Agreement, dated as of November 17, 2014, by and between Sevion Therapeutics, Inc. and
Heather Branham. (filed herewith).
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10.6 Consulting Agreement, dated as of January 9, 2015, by and between Sevion Therapeutics, Inc. and The
David Stephen Group LLC. (filed herewith).

31.1 Certification of principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
(filed herewith).

31.2 Certification of principal financial and accounting officer pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002. (filed herewith).

32.1 Certification of principal executive officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18
U.S.C. 1350. (furnished herewith).

32.2 Certification of principal financial and accounting officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, 18 U.S.C. 1350. (furnished herewith).

101.1

Financial Statements from the Quarterly Report on Form 10-Q of Sevion Therapeutics, Inc. for the
quarter ended December 31, 2014, filed on February17, 2015, formatted in XBRL: (i) the Condensed
Consolidated Balance Sheets; (ii) the Condensed Consolidated Statements of Operations; (iii) the
Condensed Consolidated Statements of Stockholder’s Equity; (iv) the Condensed Consolidated Statements
of Cash Flows and (v) the Notes to Condensed Consolidated Financial Statements. (filed herewith).

+ Confidential Treatment Requested.  Confidential Materials omitted and filed separately with the
Securities and Exchange Commission.
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SIGNATURES

In accordance with the requirements of the Securities Exchange Act of 1934, the registrant caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

SEVION THERAPEUTICS, INC.

DATE:  February 17, 2015 By:/s/ David Rector
David Rector
Chief Executive Officer
(Principal Executive Officer)

DATE:  February 17, 2015 By:/s/ Joel Brooks
Joel Brooks
Chief Financial Officer, Secretary and Treasurer
(Principal Financial and Accounting Officer)
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