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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, or Form 10-K, contains forward-looking statements that involve risks and uncertainties, as well as
assumptions that, if they never materialize or prove incorrect, could cause our results to differ materially and adversely from those expressed or
implied by such forward-looking statements. The forward-looking statements are contained principally in Item 1 ~ Business, Item 1.A  Risk
Factors and Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations but appear throughout the
Form 10-K. Examples of forward-looking statements include, but are not limited to our expectations, beliefs or intentions regarding our
potential product offerings, business, financial condition, results of operations, strategies or prospects and other matters that do not relate
strictly to historical facts or statements of assumptions underlying any of the foregoing. These statements are often identified by the use of words
such as anticipate,  believe, continue, could, estimate, expect, intend, may, ongoing, opportunity, plan,

potential,  predicts, seek, should, will, or would, and similar expressions and variations or negatives of these words. These
forward-looking statements are based on the expectations, estimates, projections, beliefs and assumptions of our management based on
information currently available to management, all of which are subject to change. Such forward-looking statements are subject to risks,
uncertainties and other factors that are difficult to predict and could cause our actual results and the timing of certain events to differ materially
and adversely from future results expressed or implied by such forward-looking statements. Factors that could cause or contribute to such
differences include, but are not limited to, those identified below, and those discussed under Item 1.A  Risk Factors in this Form 10-K.
Furthermore, such forward-looking statements speak only as of the date of this Form 10-K. We undertake no obligation to update or revise
publicly any forward-looking statements to reflect events or circumstances after the date of such statements for any reason, except as otherwise
required by law.

PART I

Item 1. Business.
Overview

We are a development stage biopharmaceutical company focused on the discovery, development and commercialization of novel and/or
proprietary biotherapeutics for the treatment of a variety of disease conditions, including cancer, inflammation, metabolic and infectious
diseases. In 2011, we identified and further developed a number of potential drug product candidates across various therapeutic areas, and intend
to select several lead product candidates to progress into preclinical development activities in 2012 and 2013. It is too early to assess which of
these candidates, if any, will merit further evaluation in clinical trials. Our libraries were designed to facilitate the rapid identification and
isolation of highly specific, antibody therapeutic product candidates that are fully human and that bind to disease targets appropriate for antibody
therapy. In 2011, we built our initial antibody expression and production capabilities to enable us to make sufficient product material to conduct
preclinical safety and efficacy testing in animal models.

Our therapeutic objective is to develop two classes of antibody drug products: (i) First in Class, or FIC, and/or (ii) biobetters, which may include
greater efficacy and/or fewer adverse events or side effects as compared to existing drugs. Although we intend to retain ownership and control of
some product candidates by advancing them further into preclinical development, we will also consider partnerships with pharmaceutical or
biopharmaceutical organizations, with the appropriate experience and expertise, in order to balance the risks associated with drug discovery and
development and maximize our stockholders returns. Our partnering objectives include generating revenue through license fees,
milestone-related development fees and royalties by licensing rights to our product candidates.
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Corporate Information

On September 21, 2009, QuikByte Software, Inc., a Colorado corporation and shell company, or QuikByte, consummated its acquisition of
Sorrento Therapeutics, Inc., a Delaware corporation and private concern, or STI, in a reverse merger, or the Merger. Pursuant to the Merger, all
of the issued and outstanding shares of STI common stock were converted into an aggregate of 169,375,807 shares of QuikByte common stock
and STI became a wholly owned subsidiary of QuikByte. The holders of QuikByte s common stock immediately prior to the Merger held an
aggregate of 55,708,320 shares of QuikByte s common stock immediately following the Merger.

STI was originally incorporated as San Diego Antibody Company in California in 2006 and was renamed Sorrento Therapeutics, Inc. and
reincorporated in Delaware in 2009, prior to the Merger. QuikByte was originally incorporated in Colorado in 1989. Following the Merger, on
December 4, 2009, QuikByte reincorporated under the laws of the State of Delaware, or the Reincorporation. Immediately following the
Reincorporation, on December 4, 2009, STI merged with and into QuikByte, the separate corporate existence of STI ceased and QuikByte
continued as the surviving corporation, or the Roll-Up Merger. Pursuant to the certificate of merger filed in connection with the Roll-Up Merger,
QuikByte s name was changed from QuikByte Software, Inc. to Sorrento Therapeutics, Inc.

Background to Antibodies
The Function of Antibodies

The human immune system protects the body against a variety of infections and other illnesses. Specialized cells work together with the other
components of the immune system to recognize, neutralize and eliminate from the body numerous foreign substances, infectious organisms and
malignant cells.

Antibodies are part of the body s principal defense mechanism against disease-causing organisms and other foreign molecules and toxins.

Antibodies are protein molecules that are capable of recognizing substances potentially harmful to the human body, known as antigens, and

binding to those antigens to neutralize or block them from interacting with and causing damage to the body. Antibodies are capable of

recognizing and distinguishing between the subtlest of molecular differences in antigens. Antibodies that bind tightly to antigens are said to have
high affinity.

Antibodies are naturally present in the blood and can survive in the circulation for extended periods in order to perform their surveillance and
defense functions. Antibodies are made in the immune system by human white blood cells, called leukocytes. Human leukocytes produce
millions of different types of antibodies, all with varying shapes that allow them to attach to and, as a result, neutralize different disease targets.
For example, certain antibodies seek out and attach to viruses, bacteria and diseased cells, making them susceptible for destruction by the human
immune system. Others attach to specific disease targets and block their interaction with other molecules or can be used to deliver a toxic agent
to directly kill cancer cells.
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As depicted below, the basic structure of an antibody comprises four polypeptides of two different sizes, two identical light chains and two
identical heavy chains, named according to their relative size. The heavy and light chains are assembled within the white blood cell to form an
antibody molecule. Each chain has a variable region, which contains the binding site for an antigen and gives the antibody its specificity, and a
constant region which interacts with other parts of the immune system to facilitate the removal of the pathogen or foreign molecule. The genetic
code determining the structure of a given variable region is referred to as immunoglobulin variable domain sequence.

Different antibodies are produced, in part, through random recombination of genes for the variable regions, as well as random pairing of the
heavy and light chains. As a result, the immune system is able to adapt and produce antibodies against virtually any antigen. When an antibody
encounters an antigen to which it binds, the white blood cell which produces the antibody proliferates to generate more antibodies against the
target antigen. White blood cells which have differentiated to produce a specific antibody are called B lymphocytes.

Antibodies as Products

Recent advances in the technologies for creating and producing antibody products, coupled with a better understanding of how antibodies and
the immune system function in key disease states, have led to significant interest in the commercial development of antibodies as therapeutic
products.

We believe that, as products, antibodies have several potential clinical and commercial advantages over traditional therapies, including small
molecule drugs and surgery. These advantages may include the following:

fewer unwanted and uncomfortable side effects as a result of high specificity for the disease target;

greater patient compliance (use) as a result of more favorable pharmacokinetics over traditional therapies, including better
absorption, distribution, metabolism and excretion;

enhanced ability to deliver various payloads, including drugs, radiation and toxins, to specific disease sites while avoiding
surrounding (healthy) tissues;

reduced risk of failure while developing biobetter antibody therapeutics; and

overall lower cost of clinical development for the biobetter antibody therapeutic candidates.
Monoclonal and Chimeric/Humanized Antibodies

The therapeutic antibodies marketed today generally belong to a class of molecules known as monoclonal antibodies , or mAbs. This term is used
to refer to a homogeneous population of antibody molecules that are identical in their structure and functional characteristics. Historically, the
approach to generating monoclonal antibodies has been to immortalize antibody-producing white blood cells from mice, so that the cells are
capable
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of reproducing over an indefinite period of time. Any of these immortalized, fused cells, known as hybridomas and producing a specific
antibody with desired binding characteristics, can then be selected, cloned and expanded, allowing the large scale production of a mouse mAb,
or mouse antibody.

However, mouse antibodies are wholly composed of mouse protein sequences and tend to be recognized as foreign by the human immune
system. When patients are repeatedly treated with mouse antibodies, they will begin to produce antibodies that effectively neutralize the mouse
antibody, a reaction referred to as a Human Anti-Mouse Antibody, or HAMA, response. In many cases, the HAMA response prevents the mouse
antibodies from having the desired therapeutic effect and may cause the patient to have an allergic reaction.

Recognizing the limitations of mouse mAbs, researchers have developed a number of approaches to make them appear more human-like to a
patient s immune system. For example, improved forms of mouse antibodies, referred to as chimeric and humanized antibodies, are genetically
engineered and assembled from portions of mouse and human antibody gene fragments. While these chimeric and humanized antibodies are

more human-like, they still retain a varying amount of the mouse antibody protein sequence, and accordingly may continue to trigger a HAMA
response. Additionally, the chimeric/humanization process can be expensive and time-consuming, often requiring additional weeks or months of
secondary manipulation after the initial generation of the mouse mAbs.

Human Antibodies

The probability of inducing a HAMA response can be reduced through the generation of antibody therapeutic products with fully human protein
sequences. Researchers have developed several antibody technologies to produce antibodies with 100% or fully human protein sequences. One
approach to generating human antibodies, known as antibody display technology, involves cloning and expressing human antibody genes in
novel contexts, such as bacteriophages, which are viruses that infect bacteria, yeast or ribosome/mRNA complexes, in order to display libraries

of antibody fragments for subsequent in vitro selection against antigens. Ribosomes are intracellular organelles that synthesize proteins. The
information for the sequence of amino acids used to synthesize a given protein comes from the mRNA sequence, which is read by the ribosome.
A ribosome/mRNA complex is mRNA attached to a ribosome for translation into a protein. Our proprietary technology, or the STI Technology,
and the Winter II Technology discussed below are both antibody display technologies.

Another approach to develop human antibodies, called human mouse technology , is based on genetically engineered strains of mice in which the
attempt has been made to inactivate mouse antibody gene expression and to functionally replace it with human antibody gene expression. The
so-called human mouse can be immunized with an antigen of interest, and if, after some time, which is often many months, a sufficient immune
response has taken place, human antibody candidates may be obtained.

An additional approach involves the clonal isolation and expansion of human B-lymphocytes. This approach is generally limited to creating
antibodies only to non-human antigens or antigens to which the lymphocyte donor had previously responded. Accordingly, it may not be suitable
for targeting many key diseases, such as cancer and inflammatory and autoimmune disorders, for which appropriate therapy might require
antibodies to human antigens.

Proprietary Human Antibody Library Technology

We believe the STI Technology is a significant improvement over traditional technologies used to construct large human antibody libraries. STI
has the ability to produce fully human antibody libraries of far greater diversity (that is, the number of different antibody species) and single
class libraries, such as Immunoglobulin G (IgG) for therapeutic antibodies or Immunoglobulin A (IgA) for anti-infective secretory antibodies. It
is this dual advantage of high diversity and single class libraries that provides STI with what we believe is the premier antibody library asset in
the industry. The fact that STI has generated a proprietary portfolio of fully human antibody preclinical candidates as both FIC and biobetters
provides evidence that the STI proprietary human antibody libraries are a valuable tool for discovering proprietary preclinical candidates.
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The STI Technology was initially invented by Henry Ji, Ph.D., STI s co-founder, Interim Chief Executive Officer and Chief Scientific Officer. A
U.S. patent covering the STI Technology was issued in July 2008 and additional patent application families for the generation, display and
screening of antibody libraries are pending. We also recently filed a group of patent applications covering significant improvements to the initial
STI Technology, with the key improvements relating to what we believe is our ability to achieve greater library diversity and single class
libraries. We have requested nonpublication of a key library breakthrough invention so as to avoid difficulties of patent enforcement in other
countries where the patent enforcement system may not be nearly as robust as in the U.S. Utilizing this approach, we plan to delay patent
publication until this advance issues as a U.S. patent.

A traditional technology for the construction of human antibody libraries is the so-called Winter II Technology , developed by the Medical
Research Council, at Cambridge, UK, The Scripps Research Institute in La Jolla, CA, or TSRI, and Stratagene, Inc. in La Jolla, CA. The Winter
II Technology is a process to generate human antibody libraries via amplification of the highly variable regions of the heavy and light chains of
human immunoglobulin genes obtained from human blood samples, followed by cloning and expression in a display system. The Winter II
Technology process is covered by U.S. patents that begin to expire in 2018. We believe that the STI proprietary libraries do not follow the
Winter II patents.

Our Technology Advantages

We believe the STI Technology may offer the following advantages over competing technologies:

The STI Technology has been designed to provide the full spectrum of human immunoglobulin gene recombination in fully human
mADb libraries. Unlike chimeric and humanization technologies, the STI Technology has allowed the generation of antibodies with
fully human protein sequences without the challenges and limitations of animal-to-human gene transfer procedures.

Because the STI Technology represents an in vitro human mAbD library technology, it enables fast and cost-effective in vitro
screening of a large number of antigens. The STI Technology is designed so that any antigen of interest can be investigated, without
dependence on the successful induction of a host immune response against the antigen. As opposed to the human-mouse technology,
the STI Technology does not require the establishment and maintenance of large animal husbandries, which are quite costly to
establish and maintain. In addition, a given human antigen may not induce an immune response in mice. In such cases, the
human-mouse technology appears to be less suitable for delivering human antibody development candidates.
In addition, we believe that our platform offers advantages over competing platforms, as we are an independent, development stage
biotechnology company and, except for our limited license agreement with OPKO Health, Inc., or OPKO, we are not a party to agreements that
restrict our right to enter into collaborative arrangements with third parties.

Competition

We compete in an industry characterized by intense competition and rapid technological change. We face, and will continue to face, competition
in both the discovery and development of any of our product candidates. New discoveries and developments occur and are expected to continue
to occur at a rapid pace. There are many companies, including major pharmaceutical and specialized biotechnology companies, engaged in
activities similar to ours. Universities, governmental agencies and other public and private research organizations also conduct research and may
market commercial products on their own or through joint ventures.

Many of these entities are significantly larger and have greater financial resources, technical staff, manufacturing, research and development
resources, including personnel and technology, expertise in prosecution and enforcement of intellectual property rights and marketing
capabilities than us, and many have significant experience in preclinical
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testing, human clinical trials, product manufacturing, marketing, sales and distribution and other regulatory approval and commercial
procedures. They may also have a greater number of patents and greater legal resources to seek remedies for cases of alleged infringement of
their patents, which may have the effect of blocking, delaying or compromising our own drug development process.

A number of biotechnology and pharmaceutical companies are developing new products for the treatment of the same diseases being targeted by
us; in some instances, these products have already entered clinical trials or are already being marketed. Discoveries or commercial developments
by our competitors may render some or all of our technologies or potential products obsolete or non-competitive.

Our Strategy

Our objective is to, either independently or through one or more partnerships with pharmaceutical or biopharmaceutical organizations, identify
drug development candidates derived from our antibody libraries. In the event we are successful in identifying drug development candidates, we
intend to actively seek partners with experience and expertise in antibody drug development for clinical development of these candidates. Our
partnering objectives include generating revenue through license fees, milestone-related development fees and royalties by licensing rights to our
development candidates. Key elements of our strategy are:

Screen clinically attractive antigens. Utilizing the STI Technology, we have been and intend to continue screening clinically
attractive antigens in the areas of infectious diseases, cancer, cardiovascular, or autoimmune and inflammatory diseases against our
antibody libraries with the goal of identifying high quality, functional antibodies. We believe these antibodies represent potential
novel and/or proprietary drug development candidates. The isolated human antibodies selected for respective antigens have been and
will be subjected to further biochemical characterization and functional testing, such as binding affinity, specificity and kinetics,
cellular functionality and animal model testing. The majority of the isolated human antibodies have and may undergo further
optimization, applying for example in vitro maturation or molecular evolution to improve their affinity and specificity.

Establishing partnerships to seek development efficiency. We intend to minimize technology risk and optimize development
efficiency. For biobetter product candidates, the clinical development program established by the FIC provider is a significant
advantage, as it represents a development strategy that has been shown to be successful. For FIC products, we expect to seek
partnerships with biopharmaceutical companies with experience and expertise in the clinical indications under consideration for any
drug candidates we develop.

See the section entitled Risk Factors in this Form 10-K for a discussion of some of the risks relating to the execution of our business strategy.

Intellectual Property

The STI Technology is an antibody library generation technology which we believe represents a significant improvement over the traditional
Winter II Technology. The STI Technology was initially invented by Henry Ji, Ph.D., STI s co-founder and our Interim Chief Executive Officer
and Chief Scientific Officer, and assigned to us by Dr. Ji.

A U.S. patent covering the STI Technology was issued in July 2008 and additional patent application families for the generation, display and
screening of antibody libraries are pending. We also recently filed a group of patent applications covering significant improvements to the initial
STI Technology, with the key improvements relating to what we believe is our ability to achieve greater library diversity and single class
libraries. We have requested nonpublication of a key library breakthrough invention so as to avoid difficulties of patent enforcement in other
countries where the patent enforcement system may not be nearly as robust as in the U.S. Utilizing this approach, we plan to delay patent
publication until this application issues as a U.S. patent.
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We rely on patents, trade secrets and proprietary know-how to protect our intellectual property rights. We plan to diligently prosecute and
defend our patents and proprietary technology.

License Agreement with OPKO Health, Inc.

In June 2009, we entered into a limited license agreement, or the OPKO License, with OPKO pursuant to which we granted OPKO an exclusive,
royalty-free, worldwide license under all U.S. and foreign patents and patent applications owned or controlled by us or any of our affiliates, or
the STI Patents, to (i) develop, manufacture, use, market, sell, offer to sell, import and export certain products related to the development,
manufacture, marketing and sale of drugs for ophthalmological indications, or the OPKO Field, and (ii) use and screen any population of distinct
molecules covered by any claim of the STI Patents or which is derived by use of any process or method covered by any claim of the STI Patents
to identify, select and commercialize certain products within the OPKO Field. Subject to certain limitations, OPKO will have the right to
sublicense the foregoing rights granted under the OPKO License. Additionally, pursuant to the OPKO License, OPKO has granted us an
exclusive, royalty-free, worldwide license to any patent or patent application owned or controlled by OPKO or any of its affiliates, or the OPKO
Patents, to develop, use, make, market, sell and distribute certain products in any field of use, other than the OPKO Field, or the STI Field.

We have retained all rights in the STI Patents outside of the OPKO Field and we have agreed not to practice the OPKO Patents or the STI
Patents outside the STI Field. Unless otherwise terminated in accordance with its terms, the License Agreement will expire upon the expiration
of the last to expire patent within the STI Patents and OPKO Patents on a country-by-country basis.

License Agreement with The Scripps Research Institute

In January 2010, we entered into a license agreement, or the TSRI License, with TSRI. Under the TSRI License, TSRI granted us an exclusive,
worldwide license to certain TSRI patent rights and materials based on quorum sensing for the prevention and treatment of Staphylococcus
aureus, or Staph, infections, including Methicillin-resistant Staph, or MRSA. In consideration for the license, we issued TSRI a warrant for the
purchase of common stock, and agreed to pay TSRI a nominal annual royalty, a running royalty based on any sales of licensed products by us or
our affiliates and a royalty for any revenues generated by us through our sublicense of patent rights and materials licensed from TSRI under the
TSRI License. The TSRI License requires us to indemnify TSRI for certain breaches of the agreement and other matters customary for license
agreements. The parties may terminate the TSRI License at any time by mutual agreement. In addition, we may terminate the TSRI License by
giving 60 days notice to TSRI and TSRI may terminate the TSRI License immediately in the event of certain breaches of the agreement by us or
upon our failure to undertake certain activities in furtherance of commercial development goals. Unless terminated by us or TSRI, the term of
the TSRI License will continue until the final expiration of all claims covered by the patent rights licensed by us under the agreement.

Collaboration Agreement

In July 2010, we entered into a feasibility study agreement, or the Collaboration Agreement, with a third party. Under the terms of the
Collaboration Agreement, we provided certain antibody screening services for an upfront cash fee of $200,000 and were reimbursed $23,453 for
certain costs and expenses associated with providing the services. We completed the screening services in March 2011.

Clinical Development

We currently focus our efforts primarily in the identification and isolation of human antibody drug candidates and further characterize these
antibody candidates in in vitro functional testing. Due to our limited financial resources, we intend to actively seek product development and
commercialization partners in the biopharmaceuticals industry, with experience and expertise in the antibody drug development field, in order to
engage in the clinical development of any product candidates we may seek to develop.

10
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Manufacturing, Marketing and Sales

We currently do not have any clinical or commercial manufacturing or sales capabilities. We may or may not manufacture the products we
develop, if any. We intend to license to, or enter into strategic alliances with, larger companies in the biopharmaceutical businesses, which are
equipped to manufacture, market and/or sell our products, if any, through their well-developed manufacturing capabilities and distribution
networks. We intend to license some or all of our worldwide patent rights to more than one third party to achieve the fullest development,
marketing and distribution of any products we develop.

Government Regulation
U.S. Regulations

We are further developing our internally discovered product candidates. The U.S. Food and Drug Administration, or FDA, regulates, among
other things, the development, testing, manufacture, safety, efficacy, record-keeping, labeling, storage, approval, advertising, promotion, sale
and distribution of biopharmaceutical products. Specifically, government authorities in the U.S., at the federal, state, and local level, and foreign
countries extensively regulate, among other things, the following areas relating to products and product candidates labeled for use in humans:

research and development;

testing, manufacture, labeling and distribution;

advertising, promotion, sampling and marketing; and

import and export.
In particular, human therapeutic products are subject to rigorous preclinical and clinical trials to demonstrate safety and efficacy and other
approval procedures of the FDA and similar regulatory authorities in foreign countries. Clinical trial programs in humans generally follow a
three-phase process. Various federal, state, local, and foreign statutes and regulations also govern testing, manufacturing, labeling, distribution,
storage and record-keeping related to such products and their promotion and marketing. The process of obtaining these approvals and the
compliance with federal, state, local, and foreign statutes and regulations require the expenditure of substantial time and financial resources. In
addition, the current regulatory and political environment at FDA could lead to increased testing and data requirements which could impact
regulatory timelines and costs.

Clinical trials involve the administration of the investigational product to healthy volunteers or to patients, under the supervision of qualified
principal investigators. Each clinical study at each clinical site must be reviewed and approved by an independent institutional review board
prior to the recruitment of subjects.

Clinical trials are typically conducted in three sequential phases, but the phases may overlap and different trials may be initiated with the same
drug candidate within the same phase of development in similar or differing patient populations. Phase 1 studies may be conducted in a limited
number of patients, but are usually conducted in healthy volunteer subjects. The drug is usually tested for safety and, as appropriate, for
absorption, metabolism, distribution, excretion, pharmaco-dynamics and pharmaco-kinetics.

Phase 2 usually involves studies in a larger, but still limited patient population to evaluate preliminarily the efficacy of the drug candidate for
specific, targeted indications, to determine dosage tolerance and optimal dosage and to identify possible short-term adverse effects and safety
risks.

Phase 3 trials are undertaken to further evaluate clinical efficacy of a specific endpoint and to test further for safety within an expanded patient
population at geographically dispersed clinical study sites.

The results generated from the preclinical studies and clinical trials, together with other detailed information, including information on the
manufacture and composition of the product, are submitted to the FDA as part of a

11
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Biologics License Application, or BLA, requesting approval to market the product candidate. Under the Prescription Drug User Fee Act, as
amended, the fees payable to the FDA for reviewing a BLA, as well as annual fees for commercial manufacturing establishments and for
approved products, can be substantial. Each BLA submitted to the FDA for approval is typically reviewed for administrative completeness and
reviewability within 45 to 60 days following submission of the application. If determined to be complete, the FDA will file the BLA, thus
triggering a full review of the application. The FDA may refuse to file any BLA that it deems incomplete or not properly reviewable. The FDA s
established goals for the review of a BLA are six months for Priority applications and 10 months for Standard applications, whereupon a review
decision is to be made. The FDA, however, may not approve a drug within these established goals and its review goals are subject to change
from time to time. Further, the outcome of the review, even if generally favorable, may not be an actual approval but an action letter that
describes additional work that must be done before the application can be approved.

Before approving a BLA, the FDA may inspect the facilities at which the product is manufactured and will not approve the product unless
current Good Manufacturing Practices, or cGMP, compliance is satisfactory. The FDA may deny approval of a BLA if applicable statutory or
regulatory criteria are not satisfied, or may require additional testing or information, which can delay the approval process. FDA approval of any
application may include many delays or never be granted. If a product is approved, the approval will impose limitations on the indicated uses for
which the product may be marketed, may require that warning statements be included in the product labeling, and may require that additional
studies be conducted following approval as a condition of the approval, may impose restrictions and conditions on product distribution,
prescribing or dispensing in the form of a risk management plan, or otherwise limit the scope of any approval. To market a product for other
indicated uses, or to make certain manufacturing or other changes, requires FDA review and approval of a BLA Supplement or new BLA.
Further post-marketing testing and surveillance to monitor the safety or efficacy of a product is required. Also, product approvals may be
withdrawn if compliance with regulatory standards is not maintained or if safety or manufacturing problems occur following initial marketing. In
addition, new government requirements may be established that could delay or prevent regulatory approval of our product candidates under
development.

Both before and after the FDA approves a product, the manufacturer and the holder or holders of the BLA for the product are subject to
comprehensive regulatory oversight. For example, quality control and manufacturing procedures must conform to cGMP requirements, and the
FDA periodically inspects manufacturing facilities to assess compliance with cGMP. Accordingly, manufacturers must continue to spend time,
money and effort to maintain cGMP compliance.

Foreign Regulations

In addition to regulations in the U.S., we are subject to a variety of foreign regulatory requirements governing human clinical trials and
marketing approval for drug products. The foreign regulatory approval process includes substantially all of the risks associated with FDA
approval set forth above, as well as additional country-specific regulations. Whether or not we obtain FDA approval for a product, we must
obtain approval of a product by the comparable regulatory authorities of foreign countries before we can commence clinical trials or marketing
of the product in those countries. The approval process varies from country to country, and the time may be longer or shorter than that required
for FDA approval. The requirements governing the conduct of clinical trials, product licensing, pricing and reimbursement vary greatly from
country to country.

There can be no assurance that in the event we seek to develop any product candidate, we or any of our partners would be able to satisfy one or
more of these requirements to conduct preclinical or clinical trials or receive any regulatory approvals.

Third-Party Reimbursement and Pricing Controls

In order to raise sufficient financial resources to continue to advance our product candidates, we will need to address pricing pressures and
potential third-party reimbursement coverage for our product candidates. In the
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U.S. and elsewhere, sales of pharmaceutical products depend in significant part on the availability of reimbursement to the consumer from
third-party payors, such as government and private insurance plans. Third-party payors are increasingly challenging the prices charged for
medical products and services. It is and will continue to be time-consuming and expensive for us or our strategic collaborators to go through the
process of seeking reimbursement from Medicare and private payors. Our products may not be considered cost effective, and coverage and
reimbursement may not be available or sufficient to allow us to sell our products on a competitive and profitable basis.

In many foreign markets, including the countries in the European Union, pricing of pharmaceutical products is subject to governmental control.
In the U.S., there have been, and we expect that there will continue to be, a number of federal and state proposals to implement similar
governmental pricing control.

Employees

As of December 31, 2011, we had 13 employees and 12 consultants and advisors. A significant number of our management and our other
employees and consultants have worked or consulted with pharmaceutical, biotechnology or medical product companies. While we have been
successful in attracting skilled and experienced scientific personnel, there can be no assurance that we will be able to attract or retain the
necessary qualified employees and/or consultants in the future. None of our employees are covered by collective bargaining agreements and we
consider relations with our employees to be good.

Address

Our principal executive offices are located at 6042 Cornerstone Ct. West, Suite B, San Diego, CA 92121, and our telephone number at that
address is (858) 210-3700. Our website is www.sorrentotherapeutics.com. The contents of our website are not part of this Form 10-K.

Item 1A. Risk Factors.
Risks Related to Our Business

We are a development-stage company subject to all of the risks and uncertainties of a new business, including the risk that we or our
partners may never develop or market any products or generate product related revenues. We have incurred significant losses since our
inception and anticipate that we will continue to incur losses for the foreseeable future. We are currently unprofitable and cannot assure you
that we will ever become or remain profitable.

We are a recently formed development-stage biopharmaceutical company that has only recently begun operations and commenced research and
development activities. Biopharmaceutical product development is a highly speculative undertaking and involves a substantial degree of risk.
There is no assurance that our libraries of fully human mAbs will be suitable for research, diagnostic or therapeutic use, or that we will be able to
identify and isolate therapeutics product candidates, or develop, market and commercialize these candidates. We do not expect any of our
product candidates to be commercially available for a number of years, if at all. Even if we are able to commercialize our product candidates,
there is no assurance that these candidates would generate revenues or that any revenues generated would be sufficient for us to become
profitable or thereafter maintain profitability.

We have not generated any product related revenues to date, and we do not expect to generate any such revenues for a number of years.
Additionally, we have incurred operating losses since our inception and we expect to continue to incur significant operating losses for the
foreseeable future. For the years ended December 31, 2011 and 2010, we had net losses of $3.2 million and $1.8 million, respectively. As of
December 31, 2011, we had an accumulated deficit of $6.1 million. We also expect to continue to incur significant operating expenditures in the
foreseeable future as we expand our research and development activities and seek to develop our technologies and
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product candidates. In the event that our operating losses are greater than anticipated or continue for longer than anticipated, we will need to
raise significant additional capital sooner, or in greater amounts, than otherwise anticipated in order to be able to continue development of our
technologies and maintain our operations. We cannot be certain that additional funding will be available on acceptable terms, or at all. If we are
unable to raise additional capital in sufficient amounts or on terms acceptable to us we may have to significantly delay, scale back or discontinue
the ongoing discovery and development of our product candidates. Any of these events could significantly harm our business, financial
condition and prospects.

We expect that we will require additional financing, and an inability to raise the necessary capital or to do so on acceptable terms would
threaten the success of our business.

We believe that our current cash balances and cash equivalents will be sufficient to meet our operating and capital requirements, as currently

being conducted, for at least one year, and will provide us the financial resources to continue to develop our antibody libraries. However,

because of the uncertainties in our business, including the uncertainties discussed in this Risk Factors section, we cannot assure you that this will
be the case. Our future capital requirements will depend on many factors, including:

the progress of the development of our core technology and product candidates;

the number of product candidates we pursue;

the time and costs involved in obtaining regulatory approvals;

the costs involved in filing and prosecuting patent applications and enforcing or defending patent claims;

our plans to establish sales, marketing and/or manufacturing capabilities;

our ability to establish, enforce and maintain selected strategic alliances and activities required for product commercialization; and

our revenues, if any, from successful development and commercialization of our product candidates.
In order to carry out our business plan and implement our strategy, including the continued development of antibody libraries and the continued
development of our pipeline of product candidates in both the FIC and biobetter market segments, we anticipate that we will need to obtain
additional financing from time to time and may choose to raise additional funds through strategic collaborations, licensing arrangements, public
or private equity or debt financing, a bank line of credit, asset sales, government grants, or other arrangements. We cannot be sure that any
additional funding, if needed, will be available on terms favorable to us or at all. Furthermore, any additional equity or equity-related financing
may be dilutive to our stockholders, and debt or equity financing, if available, may subject us to restrictive covenants and significant interest
costs. If we obtain funding through a strategic collaboration or licensing arrangement, we may be required to relinquish our rights to certain of
our product candidates or marketing territories.

In addition, certain investors, including institutional investors, may be unwilling to invest in our securities since we are traded on the
Over-the-Counter Bulletin Board, or OTCBB, and not on a national securities exchange. Our inability to raise capital when needed would harm
our business, financial condition and results of operations, and could cause our stock price to decline or require that we wind down our
operations altogether.

We have a limited operating history upon which to base an investment decision and we may be unable to successfully develop our technology
or any product candidates.

We are a development-stage company and have not demonstrated our ability to perform the functions necessary for the successful development
or commercializat