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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year endékcember 31, 2012
OR
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Indicate by check mark whether the registrant hdmnitted electronically and posted on its corpol&ieb site, if any, every Interactive Data |
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Yes NoO

Indicate by check mark if disclosure of delinquélgrs pursuant to Item 405 of Regulation olKSE 229.405 of this chapter) is not contai
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Forward-Looking Statements

Statements included in this Annual Report on Fo@rKlthat do not relate to present or historical dibans are “forwardeoking
statements.” Such forwatdeking statements involve risks and uncertaintiest could cause results or outcomes to differ riadhe from those
expressed in the forward-looking statements. Fahd@oking statements may include statements relatingur plans, strategies, objecti
expectations and intentions. Words such as “bdiévdorecasts,” “intends,” “possible,” “estimatés;anticipates,” and “plans”and simila
expressions are intended to identify forwérdking statements. Our ability to predict resuwtsthe effect of events on our operating resul
inherently uncertain. Forwaldoking statements involve a number of risks, utaisties and other factors that could cause actsllts to diffe
materially from those discussed in this Annual Repa Form 10K. Such risks and uncertainties include the efééaturrent economic conditio
on our industry, business, financial position aaduits of operations, fluctuations in our revenaed operating income, our ability to prom,
correct the issues raised in the warning letterr@seived from the FDA, our ability to successfullgvelop and commercialize pharmaceu
products in a timely manner, reductions or losbusiness with any significant customer, the impEotonsolidation of our customer base,
impact of competition, our ability to sustain ptability and positive cash flows, any delays or nii@pated expenses in connection with
operation of our Taiwan facility, the effect of &gn economic, political, legal and other risksaur operations abroad, the uncertainty of pi
litigation, the increased government scrutiny om agreements with brand pharmaceutical compan@suwmer acceptance and demand for
pharmaceutical products, the impact of market getimes of us and the safety and quality of our patsl, the difficulty of predicting FDA filing
and approvals, our ability to achieve returns onipuestments in research and development actyitiar inexperience in conducting clinical tr
and submitting new drug applications, our abiliysuccessfully conduct clinical trials, our relianen third parties to conduct clinical trials
testing, impact of illegal distribution and sale thyrd parties of counterfeits or stolen produdte availability of raw materials and impac!
interruptions in our supply chain, the use of colféd substances in our products, disruptions iuréss in our information technology systems
network infrastructure, our reliance on alliance anllaboration agreements, our dependence onircertgployees, our ability to comply with le
and regulatory requirements governing the healéhoatustry, the regulatory environment, our abitiyprotect our intellectual property, expos
to product liability claims, changes in tax regidas, our ability to manage our growth, includifgaugh potential acquisitions, the restricti
imposed by our credit facility, uncertainties invedl in the preparation of our financial statemeats, ability to maintain an effective systen
internal control over financial reporting, the effeof terrorist attacks on our business, the locatdf our manufacturing and research
development facilities near earthquake fault lirseg] other risks described below in “ltem 1A Risicters.” You should not place undue relia
on forwardtooking statements. Such statements speak only the tdate on which they are made, and we undentakdligation to update or rev
any forward-looking statement, regardless of futieeelopments or availability of new information.

” o LIS




PART |

Item 1. Business
Overview

We are a technologased, specialty pharmaceutical company applyimmdtation and development expertise, as well as dyuc
delivery technology, to the development, manufactumd marketing of bioequivalent pharmaceuticatipets, commonly referred to as “generics,”
in addition to the development and marketing ofndesd products. We operate in two segments, refdoeas the Global Pharmaceutice
Division” (“Global Division”) and the “Impax Pharnsauticals Division” (“Impax Division”).The Global Division concentrates its efforts on
development, manufacture, sale and distributionwfgeneric products, which are the pharmaceusindl therapeutic equivalents of bramaine
drug products and are usually marketed under #stablished nonproprietary drug names rather tlyaa brand name. The Impax Divisior
engaged in the development of proprietary brandrrpaeeutical products that we believe represent dowgments to alreadgpprove:
pharmaceutical products addressing the treatmeegmfal nervous system (“CNSd)sorders. The Impax Division is also engaged endhle an
distribution of Zomig® folmitriptan) products, indicated for the treatmefitmigraine headaches, under the terms of a Didtan, License
Development and Supply Agreement (“AZ AgreementithwAstraZzeneca UK Limited (“AstraZeneca”Each of the Global Division and the Imj
Division also generates revenue from research aweéldpment services provided to unrelated thirdyppharmaceutical entities. Seketn 15
Exhibits and Financial Statement Schedules — N@teSEgment Information,for financial information about our segments foe tyears ende
December 31, 2012, 2011 and 2010.

The following information summarizes our genericaphaceutical product development activities sinweeption through February
2013:

» 66 Abbreviated New Drug Applications (“ANDAs”") agpred by the U.S. Food and Drug Administration (“FIpAwvhich include
generic versions of brand name pharmaceuticals asdrethine®, Florinef®, Minocin®, Claritin-D® 1Reur, Claritin-D® 24-
hour, Wellbutrin SR®, Wellbutrin XL®, Ditropan XL&Depakote ER® and Prilosec®.

« 50 applications pending at the FDA, including thteatatively approved f(e. , satisfying substantive FDA requirements
remaining subject to statutory pre-approval resins), that address approximately $19.4 billio2@12 U.S. product sales.

« 25 products in various stages of development fachvhpplications have not yet been filed.

In addition, we have one late stage branded phautiaal product candidate which we are developirigrhally, RYTARY™ (IPX066
an extended release capsule formulation of carlkideyodopa (‘“RYTARY™”) for the symptomatic treatnenf Parkinsors disease, for which
New Drug Application “NDA”) was accepted for filing by the FDA in February 2@t for which we received a Complete Responset&tir
the FDA in January 2013. We are currently workimigh the FDA on the appropriate next steps for RETARY™ NDA in response to tt
Complete Response Letter. We also have other promimvarying stages of development.

Our Strategy

We plan to continue to expand our Global Divisibmtigh targeted ANDAs and a first-to-file and fitstmarket strategy. Our produ
and product candidates are generally difficultdorfulate and manufacture, providing certain contipetiadvantages. In addition to our proc
pipeline of 50 pending applications at the FDA &Bebruary 8, 2013, we are continuing to evaluatt @ursue external growth initiatives incluc
acquisitions and partnerships.

A core component of our strategy includes our omgdocus in our Impax Division on proprietary bramaime pharmaceutical product:
treat CNS and psychiatric disorders. We believé weahave the research, development and formulatipertise to develop branded products
will deliver significant improvements over existitigerapies and we plan to continue investing indmirelopment pipeline. We plan to conti
investing in our development pipeline, which cotssif one product for which we filed an NDA withetfrDA in December 2011 and which we
currently working with the FDA on the appropriagxhsteps in response to a Complete Response kattezceived from the FDA in January 2(
and other product candidates in varying stagesweéldpment.




Global Division

In the generic pharmaceutical market, we focuseffarts on developing, manufacturing, selling amtributing controlledrelease genel
versions of selected brand-name pharmaceuticalericgy a broad range of therapeutic areas and haecignically challenging drudelivery
mechanisms or unique product development formuiatioVe employ our technologies and formulationeetipe to develop generic products
reproduce brand-name products’ physiological charitics but do not infringe any valid patentsatielg to such brandame products. Gene
products contain the same active ingredient andoitbe same route of administration, dosage fastrength and indication(s) as bramalme
products already approved for use in the UniteteSthy the FDA. We generally focus our genericdpot development on bramdime products
to which the patents covering the active pharmacaluingredient have expired or are near expirataomd we employ our proprietary formulat
expertise to develop controlled-release technofotiiat do not infringe patents covering the braadia products’ controllettlease technologi
and that frequently may be utilized with a variefyoral dosage forms and drugs. We also devel@mufacture, sell and distribute specialty ger
pharmaceuticals that we believe present certainpetitive advantages, such as difficulty in raw miate sourcing, complex formulation
development characteristics or special handlingirements. Our Global Division also generates mees from research and development ser
provided under a joint development agreement withuarelated thirgearty pharmaceutical entity. In addition to oucde on solid oral dosa
products, we have expanded our generic pharniaakptoducts portfolio to include alternative dgedorm products, primarily through alliat
and collaboration agreements with third partieschsias our development, supply and distribution ement with TOLMAR, Inc
(“Tolmar”) pursuant to which we received an exclusive licanssommercialize up to 11 generic topical pres@iptrug products, including ni
currently approved products and two products pandirthe FDA, in the United States and its teriéter

We sell and distribute generic pharmaceutical peelprimarily through four sales channels:

« the“Global Product” sales channel generic pharmaceutical prescription products eledirectly to wholesalers, large retail d
chains, and others;

« the“Rx Partner” sales channel generic prescription products sold through ureglahirdparty pharmaceutical entities purst
to alliance and collaboration agreements; and

« the “Private Label” sales channel generic pharmaceutical over-the-counter (“OT@Hd prescription products we sell
unrelated third parties who in-turn sell the pradwader their own label;

« the “OTC Partner” sales channel: sales of generic pharmaceutical OTC products sbidugh an unrelated thiggharty
pharmaceutical company pursuant to an alliancecalidboration agreement.

As of February 8, 2013, we marketed 124 generiarpheeutical products representing dosage variatdr87 different pharmaceutic
compounds through our Global Division, and 14 otlgeneric pharmaceutical products, representing géosariations of four differe
pharmaceutical compounds, through our alliance @ihboration agreement partners. As of Februar2®,3, our marketed generic prodi
include, but are not limited to, authorized gendriterall XR®, Fenofibrate (generic to Lofibra®)caMidodrine HCI (generic to ProAmatine®).




As of February 8, 2013, we had 50 applications pendt the FDA. The following table lists our pudti identified products pending at"

FDA as of February 8, 2013:

Product Generic of
Colesevelam Tablets 625 mg Welchol®
Colesevelam Powder 3.75 g Welchol®
Dexlansoprazole DR Capsules 30 and 60 mg Dexilant®
Dextromethorphan/Quinidine Sulfate Capsules 102fhohg Nuedext®
Doxycycline Hyclate DR Tablets 150 mg Doryx®
Doxycycline USP Capsules 40 mg Oracea®
Duloxetine HCI DR Capsules 20, 30 and 60 mg Cymbalta®
Dutasteride/Tamsulosin Capsules 0.5mg/0.4 mg Jalyn®
Ezetimibe Simvastatin Tablets 10/10 mg, 10/20 ndg4Q mg, 10/80 mg Vytorin®
Fenofibrate Tablets 48 and 145 mg Tricor®
Fenofibrate Tablets 40, 120 mg Fenoglide®
Fenofibric Acid DR Capsules 45 and 135 mg Trilipix®
Fentanyl Buccal Tablet 100, 200, 400, 600, 800 mcg Fentora®
Guanfacine ER Tablets 1, 2, 3, 4 mg Intuniv®
Methylphenidate HCI 18, 27, 36 and 54 mg ER Tablets Concerta®
Mixed Amphetamine Salts ER Capsules 5, 10, 1522030 mg Adderall XR®
Niacin ER / Simvastatin Tablets 1000/20 Simcor®
Oxycodone ER Tablets 60 and 80 mg Oxycontin®
Oxycodone ER Tablets 10, 20 and 40 mg Oxycontin®
Oxycodone ER Tablets (new formulation) 10, 15,3m,40, 60, 80 mg Oxycontin®
Oxycodone HCI Tablets 5 mg and 7.5 mg Oxecta®
Oxymorphone ER Tablets version 5, 7.5, 10, 15320and 40 mg (new formulation) Opana® ER
Ropinirole ER Tablets 2, 4, 6, 8, 12 mg Requip XL®
Sevelamer Carbonate Tablets 800 mg Renvela®
Sevelamer HCI Tablets 400 and 800 mg Renagel®
Sevelamer Powder 0.8 g, 2.4 g Renvela®
Tolterodine Tartrate Tablets 1, 2 mg Detrol®
Tolterodine Tartrate ER Capsules 2, 4 mg Detrol LA®
Tramadol ER Tablets (Ultram ER) 100, 200, 300 mg Ultram ER®




Impax Division

The Impax Division is focused on developing protanig branded pharmaceutical products for the treatnof CNS disorders, whi
include epilepsy, migraine, multiple sclerosis &atkinsons disease, and the promotion of branded pharmaeéptioducts through our specit
sales force. We estimate there are approximatel§y0Dlneurologists, of which, historically a concated number are responsible for writing
majority of neurological CNS prescriptions. CNShe largest therapeutic category in the UnitedeStatith 2012 sales of about $65 billion, or !
of the $339 billion U.S. prescription drug mark€INS product sales declined 6% in 2012, compared1% decline for the overall pharmaceu
market (driven largely by generic entrants in tlsyghotherapeutic drug class), while total CNS pipsons increased 2%, similar to the
pharmaceutical industry growth rate. (Source: IM&lth).

Our branded pharmaceutical product portfolio caasi$ commercial CNS products and development gpagjects. In February 2012,
licensed from AstraZeneca the exclusive U.S. cormiakerights to Zomig® Zolmitriptan) tablet, orally disintegrating tabletnd nasal spri
formulations pursuant to the terms of the AZ Agreatrand began sales of the Zomig@®ducts under our label during the year ended Dbéet
31, 2012 through our specialty sales force. As pathe AZ Agreement, we also have nexclusive rights to develop new products contai
zolmitriptan and to exclusively commercialize thgseducts in the U.S. in connection with the Zomig@nd. With the addition of Zomig® oul
promotional product portfolio, we increased ourcspkty sales team from 66 representatives to rou§lduring 2012.

In the development of our pipeline products, welagprmulation and development expertise to devettifferentiated, modified,
controlled-release versions of drug substancesdteturrently marketed either in the U.S. or algghe U.S. We currently have one latage
branded pharmaceutical product candidate which needaveloping internally, RYTARY™ for the symptoricatreatment of Parkinsos’'diseas:
for which the NDA was accepted for filing by the AIn February 2012. In January 2013, the FDA igsae€Complete Response Letter regar
the NDA for RYTARY™. A Complete Response Letteidsued by the FDA' Center for Drug Evaluation and Research whemeahiew cycle fo
a pharmaceutical product candidate is completetfamdpplication is not yet ready for approval.Ha Complete Response Letter, the FDA indic
that it required a satisfactory mespection of our Hayward manufacturing facilityaasesult of the warning letter issued to us in N@¢1 before tr
NDA may be approved by the FDA due to the fac's involvement in the development of RYTARY™ and popive manufacturing ai
distribution activities. During the assessmenthaf NDA, we withdrew our Hayward site as an altéueasite of commercial production at lau
for RYTARY™. We are currently working with the FDé&n the appropriate next steps for the RYTARY™ NBAd on resolving the warni
letter. See “Item 1. Business — Quality Control ififormation about the May 2011 warning letter.

The RYTARY™ NDA was submitted as a 505(b)(2) apgtiien and includes data from three controlled PhHs&tudies and two op
label extensions of RYTARY™ in early and advanc&l b these studies, RYTARY™ has been studied iwual00 PD subjects. Our Phase
clinical program for RYTARY ™ included the APEX-PDirdcal trial in subjects with early PD, completadSeptember 2010, the ADVANCED
clinical trial in subjects with advanced PD, cometein March 2011, and the ASCEND-PD comparativelstof RYTARY™ and carbidopa-
levodopa (“CD-LD”) and entacapone in subjects with advanced PD, ctmtpi@ August 2011. RYTARY™ is an extended releaapsuli
formulation of CDLD which is intended to maintain consistent plastoacentration of levodopa for a longer durationsusrimmediate relee
levodopa, which may have an impact on fluctuationslinical response. RYTARY™ is being developedcailaboration with GSK for territorit
outside the United States and Taiwan under thestefran agreement reached in 2010.

Our branded product pharmaceutical programs preljioncluded a program for IPX159, an oral contrdifelease formulation for tl
potential treatment of moderate to severe Restlegs Syndrome (“RLS”) After a review of the results from the Phase lihichl study of IPX15
in patients, we determined that although the reslibwed a modest improvement in addressing RLPt®yns, such results from the study did
achieve the statistical criteria for its primarfiadcy endpoints compared to placebo. Give theselts, in mid-ebruary 2013, we discontinued
development program for IPX159 and redirected esources to our other programs.

We have a number of branded product programs igingrstages of development and we intend to expmandportfolio of brande
pharmaceutical products through both internal dgwelent and through licensing and acquisition.




Alliance and Collaboration Agreements

We have entered into several alliance and colldlmoragreements with respect to certain of our peteland services and may enter
similar agreements in the future. These agreemgptsally obligate us to deliver multiple goods #wdservices over extended periods. ¢
deliverables include manufactured pharmaceuticadlyets, exclusive and semxclusive marketing rights, distribution licensaad research a
development services. Our alliance and collabanatigreements often include milestones and provadgpéyments upon achievement of tt
milestones. For more information about the typemitestone events in our agreements and how wegosze them, sedtem 15. Exhibits ar
Financial Statement Schedules — Note 12. Alliamz @ollaboration Agreements.”

Global Division — Alliance and Collaboration Agreenis

License and Distribution Agreement with Shire

In January 2006, we entered into a License andibugion Agreement with an affiliate of Shire Laltories, Inc., which was subseque
amended (“Prior Shire Agreement”), under which weeived a non-exclusive license to market andaseluthorized generic of ShiseAdderal
XR® product (“AG Product”)subject to certain conditions. We commenced safldhe AG Product in October 2009. On February 0,3 we
entered into an Amended and Restated License asiilibition Agreement with Shire (the “Amended andsfted Shire Agreementiyhich
amended and restated the Prior Shire Agreemerd. Aifrended and Restated Shire Agreement was eritdoeoly the parties in connection with
settlement of our pending litigation with Shireatzhg to Shires supply of the AG Product to us under the PrioireéSAgreement. For mo
information about the litigation with Shire, seéeth 15. Exhibits and Financial Statement ScheduMste 19. Legal and Regulatory Matters.”

The Amended and Restated Shire Agreement provateSHire to supply the AG Product and for us tokatiand sell the AG Prodt
subject to the terms and conditions thereof uhélearlier of (i) the first commercial sale of gemeric equivalent product to Adderall XR®d (ii)
September 30, 2014 (the “Supply Ternmsbject to certain continuing obligations of thetigs upon expiration or early termination of thep§ly
Term, including Shires obligation to deliver AG Products still owed t® as of the end of the Supply Term. We are requogahy a profit share
Shire on sales of the AG Product, of which we owqofit share payable to Shire of $107,303,0007%145,000 and $100,611,000 on sales ¢
AG Product during the years ended December 31,,280P1 and 2010, respectively, with a correspondimarge included in the cost of rever
line in our consolidated statement of operationisth& end of the Supply Term, we will be permittedsell any AG Products in our inventory
owed to us by Shire under the Amended and Res&iiegd Agreement until all such products are sold e will continue to pay a profit share
Shire on such sales.

Development, Supply and Distribution Agreement vilidimar, Inc.

In June 2012, we entered into a Development, SugpllyDistribution Agreement with Tolmar (“Tolmar Asgment”). Under the terms
the Tolmar Agreement, Tolmar granted us an exctuboense to commercialize up to 11 generic togicescription drug products, including n
currently approved products and two products pandjpproval at the FDA, in the United States andeitstories. Under the terms of the Tol
Agreement, Tolmar is responsible for developing emashufacturing the products, and we are responfiblmarketing and sale of the products.
are required to pay a profit share to Tolmar oesalf each product commercialized pursuant to éhmg of the Tolmar Agreement. We ¢
Tolmar a $21.0 million upfront payment upon signofghe agreement and a $1.0 million milestone panynduring the year ended Decembel
2012. We may be required to pay up to $24.0 millloadditional contingent milestone payments itaie commercialization and regulatory evt
occur.




Rx Partner and OTC Partner Alliance Agreements

We have entered into alliance agreements with ateelthirdparty pharmaceutical companies pursuant to whichparner distributes
specified product or products which we developed, an some cases manufacture. Pursuant to théaacal agreements we typically rece
payment on delivery of the product, and share énrésulting profits, or receive a royalty or reeedther payments from our partners. Our alli
agreements are separated into two sales chaninelsRkx Partner'sales channel, for generic prescription producks goough our partners unc
their own label, and the “OTC Partneséles channel, for sales of generic pharmaceufid&® products sold through our partner under thein
label. The revenue recognized and the percenthgeoss revenue for each of the periods notediHerRx Partner and the OTC Partner allii
agreements, was as follows:

Year Ended December 31,

$'sin 000's 2012 2011 2010

Gross Revenue and % Gross Revenu

Rx Partner $ 12,94¢ 1% $ 32,08 1% $ 217,27 18%
OTC Partner $ 11,60z 1% 3 5,021 1% $ 8,88¢ 1%

Rx Partner Alliance Agreement with Teva
We entered into a Strategic Alliance Agreement Wilva Pharmaceuticals Curacao N.V., a subsidiafiyeefh Pharmaceutical Industi
Limited, in June 2001, which was subsequently aradr(iTeva Agreement”)Under the Teva Agreement, we agreed to developufaature an
supply generic versions of 11 controlleglease generic pharmaceutical branded and OTQugi®énd a 12th product we have not yet put
identified, as follows:
e Wellbutrin SR® 100 and 150 mg extended releasetsabl
« Zyban® 150 mg extended release tablets
e Claritin-D® 12-hour 120 mg 12-hour extended reldabdets
«  Claritin-D® 24-hour 240 mg 24-hour extended releabdets
« Claritin Reditabs® 10 mg orally disintegrating ttsl
« Ditropan XL® 5, 10 and 15 mg extended release table
» Glucophage XR® 500 mg extended release tablets
« Concerta® 18, 27, 36 and 54 mg extended releakettab
. Allegra-D® 60, 120 mg extended release tablets

«  Wellbutrin XL® 150 and 300 mg extended releasegtisbl

e Prilosec® 10 mg, 20 mg, 40 mg extended releasetsbl

The 12 covered products under the Teva Agreemengésent 22 different product/strength combinati@fisyhich, as of February 8, 20.
16 have been approved by the FDA, nine of whichcareently being marketed and four of which are itmg FDA approval. In July 2010, w
amended the Teva Agreement to terminate its pavisiith respect to the Priloseg@®oducts. Additionally, in exchange for the retafrproduc
rights, the Company agreed to pay to Teva a psbfire on future sales of the Allegra-p&duct, if any, with such profit share payments ta
exceed an aggregate amount of $3.0 million. Whthexception of Glucophage XR@hich Teva elected to develop and manufacturef;tied
Allegra-D® products and Wellbutrin XL® 150 mg, ferhich the product rights have been returned toWsllbutrin XL® 300 mg which w
voluntarily withdrew from the market in 2012, ther@@erta® products which have not yet been apprdwetthe FDA, the Prilosec®roducts, th
Claritin® products, and the last product which has not bedfigly identified, we manufacture and supply ea€lhe above referenced product
Teva.




Under the Teva Agreement, Teva is required to gag fixed percentage of defined profits on its salleproducts, except for the Clarigin
products, and reimburses us for our manufacturosgisc for a term of 10 years from the initial comamization of each product. Additional
under the Teva Agreement, we share with Teva thBtprup to a maximum of 50%) from the sale of gemeric pharmaceutical OTC version
the Claritin® products, sold through our OTC Parthelliance agreement.

Our remaining obligations under the Teva Agreenagatto continue our efforts to obtain FDA apprasfathose products not yet approv
and manufacture and supply the approved producteva. Our obligation to manufacture and supplyhgaroduct extends for 10 years follow
the commercialization of the product. For moreinfation about the Teva Agreement, see “Iltem 1hiliite and Financial Statement Schedules
Note 12. Alliance and Collaboration Agreeme”

OTC Partner Alliance Agreements

We have a Development, License and Supply AgreemvéhtPfizer Inc. (formerly Wyeth) relating to ogeneric Claritin-D® 1Zhoul
extended release product. Under the agreementhwiis entered into in 2002, we received an upfpayment of $0.35 million and prod
development milestone payments aggregating $2.ilomilWe also receive quarterly royalty paymentsohitare calculated as a percentage
than 10%) of Pfizer’'s sales of products coveredheyagreement. Pfizer launched the 12-hour pradudiay 2003 as its OTC Alavert D-12 Hour®
We do not expect to receive any additional milestpayments under the agreement. This agreemenP¥iiér terminates in April 2018.

We also entered into a na@xclusive Licensing, Contract Manufacturing and BypAgreement with Merck & Co., Inc. (forme
Schering-Plough) relating to our generic Clariti®[12-Hhour extended release product in 2002. Under thmeeawent, we received an upfr
payment of $2.25 million and milestone paymentsregating $4.5 million from Merck. Merck agreedporchase the product from us at a fi
price. Merck launched our product as its Clariti®-[2-hour in March 2003. Our product supply obligatiansder the agreement ended
December 31, 2008, after which Merck has manufedttine product. The agreement terminated on Deae®ih&010, two years after our proc
supply obligations concluded. During the two yearigd from January 1, 2009 to December 31, 2010ckipaid us a royalty on sales of tt
manufactured product.

Research Partner Alliance Agreement

In November 2008, we entered into a Joint Develapgmgreement with Valeant Pharmaceuticals Inteomati, Inc. (formerly Medic
Pharmaceutical Corporation) providing for collalia in the development of five dermatological pwots, including an advanced fc
SOLODYN® product. Valeant paid us an upfront fees40.0 million in December 2008. We hawaso received an aggregate of $15.0 millic
milestone payments consisting of two $5.0 millioflestone payments, paid by Valeant in March 2008 September 2009, a $2.0 mill
milestone payment received in December 2009, &&IGmillion milestone payment received in Marci 2OWe have the potential to receive u
an additional $8.0 million of contingent regulatanjlestone payments as well as the potential teivecroyalty payments from sales, if any,
Valeant of its advanced form SOLODYN®oduct under this agreement. We believe thaifdlhe milestones under this agreement are subst
and expect to recognize the proceeds from thes@lategy milestones as revenue when achievedfe do not expect to receive any of tt
additional milestone payments during the fiscalryeading December 31, 2013. To the extent we cawialze any of the four gene
dermatology products covered by the agreement, Weay to Valeant a gross profit share on salesuah products.




Impax Division— Alliance and Collaboration Agreements

Distribution, License, Development and Supply Aaneet with AstraZeneca UK Limited

In January 2012, we entered into the AZ Agreemetiit AstraZeneca. Under the terms of the AZ AgreetnastraZeneca granted to us
exclusive license to commercialize the tablet, lgrdisintegrating tablet and nasal spray formulagi@f Zomig® golmitriptan) products for tt
treatment of migraine headaches in the United Statel in certain U.S. territories, except duringiratial transition period when AstraZent
fulfilled all orders of Zomig® products on our bdhand paid us the gross profit on such Zomig®duct sales. We are obligated to fulfill cer
minimum requirements with respect to the promotdrcurrently approved Zomig®roducts as well as other dosage strengths of graduct:
approved by the FDA in the future. We may, butéhao obligation to, develop and commercialize aoididtl products containing zolmitriptan ¢
additional indications for Zomig®subject to certain restrictions as set forth in Aze Agreement. We will be responsible for condugtitlinica
studies and preparing regulatory filings relateth® development of any such additional productswaould bear all related costs. During the 1
of the AZ Agreement, AstraZeneca will continue tothe holder of the NDA for existing Zomig@oducts, as well as any future dosage stre
thereof approved by the FDA, and will be resporsiol certain regulatory and quality-related aditda for such Zomig®roducts. AstraZene
will manufacture and supply Zomig® products to umsl ave will purchase our requirements of Zomig@&ducts from AstraZeneca until a ¢
determined in the AZ Agreement. Thereafter, Astreefa may terminate its supply obligations upornaierdvance notice, in which case we wi
have the right to manufacture or have manufactatedwn requirements for the applicable Zomig® picid

Under the terms of the AZ Agreement, AstraZenecs reguired to make payments to us representing ldfa#e gross profit on sales
AstraZeneca-labeled Zomigfroducts during the specified transition periochder the terms of the AZ Agreement, we made gugrpayment
totaling $130.0 million to AstraZeneca during theay ended December 31, 2012. Beginning from JgnR@i3, we are obligated to f
AstraZeneca tiered royalty payments based on et shImpax-labeled Zomig®roducts, depending on brand exclusivity and stilbgecustomar
reductions and other terms and conditions set fortthe AZ Agreement. We are also obligated to fmayAstraZeneca royalty payments aft
certain specified date in the AZ Agreement basedrons profit from sales of authorized generic io&is of the Zomig® products.

After December 31, 2015, we may terminate the AZe&gent for convenience upon specified notice. Vég also terminate the /
Agreement if certain of AstraZenesaannual manufacturing costs reflected in the gupgte increase by more than a certain threshiheé. AZ
Agreement may also be terminated under certairr cil@imstances, including for material breachsetsforth in the AZ Agreement.

License, Development and Commercialization Agregméth Glaxo Group Limited

In December 2010, we entered into a License, Devedémt and Commercialization Agreement with GlaxouprLimited (“GSK”). Unde!
the terms of the agreement with GSK, GSK receive@xclusive license to develop and commerciali2z€085 (brand name RYTARY™ in tl
United States) throughout the world, except inwh®. and Taiwan, and certain follow on productghatoption of GSK. GSK paid an $11.5 mill
upfront payment to us in December 2010, and we ki@ gotential to receive up to an additional $@&4illion of contingent milestone payme
which includes $10.0 million contingent upon théhieeement of clinical events, $29.0 million contmg upon the achievement of regula
events, and $130.0 million upon the achievementomimercialization events. We are also eligiblegceive royalty payments on GSK sale
IPX066. We believe that all of the milestones unithés agreement are substantive and expect t@né® the proceeds from these milestont
revenue when achievedBased upon our current anticipated developmentlitimdor IPX066, we believe we may receive the tnexeston:
payment under this agreement in the amount of $24l®n during the fiscal year ending December 3213, which is contingent, however, on
achievement of a certain specified regulatory rtoles event. The agreement with GSK also gives GSK the optmwbtain development a
commercialization rights to a future product fooreetime payment to us of $10.0 million. We and GSH! génerally bear our own developm
costs associated with activities under the LiceBsyelopment and Commercialization Agreement, eixtiead certain development costs, incluc
with respect to follow on products, will be sharethe agreement will continue until GSK no longastany royalty payment obligations ol
earlier, the agreement is terminated in accordavitteits terms. The agreement may be terminate@B¥ for convenience upon 90 days f
written notice, and may also be terminated undeaiteother circumstances, including material breas set forth in the agreement.




Development and GBromotion Agreement with Endo Pharmaceuticals Inc.

In June 2010, we entered into a Development an&@©@oiotion Agreement (“Endo Agreementljth Endo Pharmaceuticals, Inc. ("Enc
under which we have agreed to collaborate in theeldpment and commercialization of a ngereration advanced form of RYTARY™ (IPX0
("Endo Agreement Product”). Under the provisiohshe Endo Agreement, in June 2010, Endo paid ta $40.0 million upfront payment. \
have the potential to receive up to an additior3.@ million of contingent milestone payments whiobludes $15.0 million contingent upon
achievement of clinical events, $5.0 million coggmt upon the achievement of regulatory events, $1@l0 million contingent upon t
achievement of commercialization events. We belithat all of the milestones under this agreememtsabstantive and expect to recognize
proceeds from these milestones as revenue wheevachi We do not expect to receive any of these additionikstone payments during the fis
year ending December 31, 2013. Upon commerci@izaif the Endo Agreement Product in the Unitedte3taEndo will have the right to co-
promote such product to non-neurologists, whicH vafjuire us to pay Endo a @uemotion service fee of up to 100% of the grossfifs
attributable to prescriptions for the Endo Agreeteroduct which are written by the noeurologists. Upon FDA approval of an NDA for
Endo Agreement Product, we will have the right (ot the obligation) to begin manufacture and sékuch product.

We also entered into a Settlement and License Ageaewith Endo in June 2010 (the “Endo Settlemegite@ment”)pursuant to whic
Endo agreed to make a payment to us should préscripales of Opan® ER, as defined in the Endo Settlement Agreemelfitbtdow &
predetermined contractual threshold in the quamerediately prior to our Global Division launchiaggeneric version of Opa&ER.

Co-Promotion Agreement with Pfizer Inc.

In March 2010, we entered into a First Amendmenrdup Co-Promotion Agreement ("Pfizer Gwemotion Agreement") with Pfizer, In
as successor to Wyeth. Our obligation to provitigsrian detailing sales calls under the PfizerRComotion Agreement ended on June
2012. Prior to such time, we received a fixed figeproviding such physician detailing sales calithin a contractually defined range of
aggregate number of physician detailing sales calislered, determined on a quarterly basis. Péimers the product and was responsible fc
pricing and marketing literature as well as prodmeinufacture and fulfilment. We recognized revesof $7.1 million, $14.1 million and $1.
million in the years ended December 31, 2012, 201d 2010, respectively, under the PfizerRromotion Agreement, with such amounts prese
in the line item “Promotional Partner” revenue ba tonsolidated statement of operations.
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Our Controlled-Release Technology

We have developed a number of different controtiddase delivery technologies which may be utiliaéith a variety of oral dosage for
and drugs. Controllecelease drug delivery technologies are designedléase drug dosages at specific times and infgp&gations in the boc
and generally provide more consistent and apprpdaug levels in the bloodstream than immedialease dosage forms. Controllegleas
pharmaceuticals may improve drug efficacy, ensusatgr patient compliance with the treatment reginreduce side effects or increase 1
stability and be more patient friendly by reducthg number of times a drug must be taken.

We believe our controlletklease drug delivery technologies are flexible and be applied to develop a variety of pharmacal
products, both generic and branded. Our techndogidize a variety of polymers and other materisdsencapsulate or entrap the ac
pharmaceutical ingredients and to release therarging rates or at predetermined locations in g&rgintestinal tract.

Competition

The pharmaceutical industry is highly competitivedl as affected by new technologies, new developmeadvernment regulations, hei
care legislation, availability of financing, andhet factors. Many of our competitors have longeerafing histories and substantially gre
financial, research and development, marketing, athér resources than we have. We compete with rauseother companies that curre
operate, or intend to operate, in the pharmacdutidaistry, including companies that are engagethendevelopment of controllegiease dru
delivery technologies and products, and other netufers that may decide to undertake developmfesuaih products. Our principal competil
in the generic pharmaceutical products market aeaTPharmaceutical Industries Ltd., Actavis, ImMdylan Inc., Ranbaxy Laboratories Li
Lannett Company, Inc., Sandoz, Inc., and Par Phaeuaigcal Companies, Inc.

Due to our focus on relatively hard to replicatatecolled+elease products, competition in the generic pheeutécal market is sometinr
limited to those competitors who possess the apjatepdrug delivery technology. The principal cottifjpee factors in the generic pharmaceut
market are:

. the ability to introduce generic versions of praduyaromptly after a patent expires;
. price;

. product quality;

. customer service (including maintenance of inveéagofor timely delivery); and

. the ability to identify and market niche products.

In the brandaame pharmaceutical market, we are not currentisketiag any internally developed products. Howevewe obtain FD/
approval for, and start marketing, our own CNS traame pharmaceuticals, we expect that competitidinbeilimited to large pharmaceuti
companies, other drug delivery companies, and abecialty pharmaceutical companies that have &ztoa CNS disorders.

Sales and Marketing

We market and sell our generic pharmaceutical pggsm drug products within the continental Unit8thtes and the Commonwealtt
Puerto Rico. We have not made sales in any othisdjations over the last three fiscal years. Veéewd a substantial portion of our revenue f
sales to a limited number of customers. The custdrase for our products consists primarily of dwiplesalers, warehousing chain drug stt
mass merchandisers, and maitler pharmacies. We market our products both iretbrough our Global Division, and indirectlyrdugh our R
Partner and OTC Partner alliance and collaboraéigreements. Together, our four major customersdi@ar Health, McKesson Corporatis
AmerisourceBergen and Walgreens, accounted for 71% of oursgresenue for the year ended December 31, 2012seTfmur custome
individually accounted for 25%, 22%, 15% and 9%uof gross revenue for the year ended December(@2,. 2We do not have lortgrm contract
in effect with our four major customers. A redoatin or loss of business with any one of thes¢otniers, or any failure of a customer to pay u
a timely basis, would adversely affect our business

With respect to our branded pharmaceutical progduets began marketing Impax-labeled Zomigioducts during the year enc
December 31, 2012 pursuant to the terms of the g&ément through our specialty sales force.
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Manufacturing and Distribution

We source our finished dosage form products fromawn facilities in Hayward, California and TaiwaWe also use several conti
manufacturers for this purpose. We package oulymts at our Philadelphia, Pennsylvania facilitg ah several contract packagers. We op
our own distribution center in New Britain, Pennaylia.

We completed construction of a new manufacturirdglifg in Taiwan in 2009 and the first phase of dtaiwan facility expansion w
completed later that year. A second phase expardithe Taiwan facility is currently underway anésvsubstantially completed in 2012.
currently intend to complete our second phase esiparand begin manufacturing trial batches of patglin 2013. A major portion of this sect
phase expansion is dedicated to the productiouoifnernally developed late stage branded pharotmed product candidate, RYTARY™ for t
symptomatic treatment of Parkinserdisease, for which the NDA was accepted fordilay the FDA in February 2012 and which we are \ivig
with the FDA on the appropriate next steps in respao theComplete Response Letter we received from the Fbanuary 2013. We are als«
the process of transferring a portion of our HayyvaCalifornia production to the lower cost prodaantisite in Taiwan. After the second pf
expansion is complete, we expect the Taiwan fgditithave an annual production capacity of appraxaéty 2 billion doses. See alstiglm 15
Exhibits and Financial Statement Schedules — N@teSegment Information and Note 18. Commitments@mutingenciesfor a discussion of o
Taiwan facility.

We believe we have sufficient capacity to produgeproducts for the future. However, if the contiole of the second phase expansic
the Taiwan facility is significantly delayed, wellibased upon current projections, reach full picitbn capacity at our Taiwan manufactu
facility and may have inadequate capacity to meepooduction requirements for RYTARY ™.

We maintain an inventory of our products in conimectith our obligations under our alliance andlaobration agreements. In additi
for products pending approval, we may produce lestébr inventory in anticipation of the launch lbétproducts. In the event that FDA approv
denied or delayed we could be exposed to the fihi®inventory becoming obsolete.

Raw Materials

The active chemical raw materials essential tolusiness are generally readily available from mldtsources in the United States
throughout the world. Certain raw materials usethexmanufacture of our products are, however |a@wai from limited sources and, in some ce
a single source. Although we have not experiencgdnaaterial delays in receipt of raw materials &bed any curtailment in the availability of si
raw materials could result in production or othetags or, in the case of products for which onlg saw material supplier exists or has
approved by the FDA, a material loss of sales withsequent adverse effects on our business anitsrefoperations. Also, because raw mat
sources for pharmaceutical products must gendoalliglentified and approved by regulatory authaijtehanges in raw material suppliers may r
in production delays, higher raw material costsl kss of sales and customers. We obtain a poofieur raw materials from foreign suppliers,
our arrangements with such suppliers are subje@nmng other risks, FDA approval, governmentahreaces, export duties, political instabil
and restrictions on the transfers of funds.

Those of our raw materials that are available franimited number of suppliers are BendroflumettdaziChloroquine, Colestip:
Demeclocycline, Digoxin, Flavoxate, Methyltestostex, Nadolol, Orphenadrine, Terbutaline and Klugel®of which are active pharmaceuti
ingredients except Klucel®yhich is an excipient used in several product fdations. The manufacturers of two of these produetsmos
Laboratories, Ltd. and a division of Ashland, Inare solesource suppliers. While none of the active ingnediés individually significant to o
business, the excipient, while not covered by gkupgreement, is utilized in a number of signifit@roducts, is manufactured for a numbe
industrial applications and has been readily ab&laOnly one of the active ingredients is covengd longterm supply agreement and, while
have experienced occasional interruptions in sapphone has had a material effect on our opegation

Any inability to obtain raw materials on a timelgdis, or any significant price increases not passetb customers, could have a mat

adverse effect on us. We may experience delays thentack of raw material availability in the fugjwhich could have a material adverse effe
us.
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Quality Control

In late May 2011, we received a warning letter fritva U.S. Food and Drug Administration (FDA) rethte an onsite FDA inspection «
our Hayward, California manufacturing facility cardded between December 13, 2010 and January 21, B®the warning letter, the FDA cit
deviations from current Good Manufacturing Pragti@MP), which are extensive regulations govermivagufacturing processes, stability tes
record keeping and quality standards. In sumntheyFDA observations set forth in the warning letedated to sampling and testing ofgmces
materials and drug products, production recordergyiand our process for investigating the failureertain manufacturing batches (or portion
batches) to meet specifications.

From late June 2011 through the end of 2011, wee fiur response and subsequent updates with thealRDAave continued to coope
with the FDA to resolve the FDA observations. ledember 2011, we received an acknowledgement fedtarthe FDA stating that it had recei
a complete response from us to the warning leflaring the quarter ended March 31, 2012, the FDfpmleted a rénspection of our Haywa
manufacturing facility in connection with the wargiletter and in addition, a general GMP inspectiés a result of the general GMP inspectio
our Hayward operations, the FDA issued a Form 8B, observations primarily relating to our Quali@pntrol Laboratory. We have been noti
by the FDA that a satisfactory mespection of our Hayward manufacturing facilityréqjuired to close out the warning letter. The Fab%ervation
do not place restrictions on our ability to mantdae and ship our products.

We have taken a number of steps to thoroughly wewier quality control and manufacturing systems stashdards and are working w
several thirdparty experts to assist us with our review. Thisrkvis ongoing and we are committed to improving quality control an
manufacturing practices. We cannot be assuredebveny that the FDA will be satisfied with our cartige actions and as such, we cannc
assured of when the warning letter will be closat dJnless and until the warning letter is closed it is possible we may be subject to additi
regulatory action by the FDA as a result of theenir or future FDA observations, including, amotigess, monetary sanctions or penalties, prc
recalls or seizure, injunctions, total or partialsgension of production and/or distribution, andpsmsion or withdrawal of regulat
approvals. Additionally, the FDA has withheld amdy continue to withhold approval of pending dripglaations listing our Hayward, Califorr
facility as a manufacturing location of finishedsdge forms until these FDA observations are redolVewe are unable to promptly correct
issues raised in the warning letter, our businemssolidated results of operations and consolidfieghcial condition could be materially adver:
affected.

Research and Development
We conduct most of our research and developmentitaas at our facilities in Hayward, California,itlv a staff of 176 employees as
December 31, 2012. In addition, we have outsouacedmber of research and development projectfgbare laboratories.

We spent approximately $81.3 million, $82.7 milliand $86.2 million on research and developmenvities during the years enc
December 31, 2012, 2011 and 2010, as more fullgwgahn the tables below:
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Year Ended December 31, 2012

Clinical study expenses
Personnel expenses
Experimental materials
Outside services
Facility expenses

Legal expenses

Other

Total

Year Ended December 31, 2011

Clinical study expenses
Personnel expenses
Experimental materials
Outside services
Facility expenses

Legal expenses

Other

Total

Year Ended December 31, 2010

Clinical study expenses
Personnel expenses
Experimental materials
Outside services
Facility expenses

Legal expenses

Other

Total
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Global Impax Total
Division Division Impax
($ in millions)
137 $ 10.€ 24.:
17.2 14.¢ 31.¢
3.7 0.6 4.€
2.€ 2.€ 5.2
2.8 1.C 3.8
14 0.8 2.2
7.1 2.3 9.4
485 $ 32.€ 81.:
Global Impax Total
Division Division Impax
(% in millions)
1532 $ 12.1 27.4
16.5 13.¢ 30.:
5.C iLE 6.5
1.€ 3.8 5.4
3.9 11 5.C
14 0.1 1t
2.5 4.1 6.€
46.2 $ 36.5 82.7
Global Impax Total
Division Division Impax
($ in millions)
132 % 22.: 35.€
17.¢ 12.C 29.¢
6.2 1.8 8.C
0.7 21 2.8
3.1 1.C 4.1
11 0.1 1.2
2.C 2.€ 4.€
R 41.¢ 86.2




We do not generally track research and developegregnse by individual product in either the Gldbadision or the Impax Division.

In the Global Division, we focus our research aesledopment efforts based on drdeglivery technology and on products that we be
may have certain competitive advantages, rather traany particular therapeutic area. As of Felyr@& 2013, the Global Division had
products with applications pending with the FDA ambther 25 products in development. Accordinglg, believe that our generic pipel
products will, in the aggregate, generate a siggifi amount of revenue for us in the future. Hovewhile a generic product is still
development, we are unable to predict the leveloofimercial success that the product may ultimatehieve given the uncertainties relating tc
successful and timely completion of bioequivalesstedies, ANDA filing, receipt of marketing approvahd resolution of any related pal
litigation, as well as the amount of competitiortlie market at the time of product launch and tiftee and other factors detailed item 1A Risl
Factors.” Additionally, we do not believe that any individugéneric pipeline product is currently significantterms of accrued or anticipa
research and development expense given the lalgemgof products under development in the Globaidon, as detailed above. Further, ¢
per product basis, development costs for genenduymts tend to be significantly lower than for lited products, as the process for establis
bioequivalence is significantly less extensive th@n standard clinical trial process. The regulagpproval process is significantly less onercs
well.

In the Impax Division, we currently have one latage branded pharmaceutical product candidate whiglare developing internal
RYTARY™ for the symptomatic treatment of Parkinsodisease, for which the NDA was accepted fordiloy the FDA in February 2012. \
received a Complete Response Letter from the FDAanuary 2013 indicating that it required a satisfy reinspection of our Haywa
manufacturing facility as a result of the warniettér issued to us in May 2011 before the NDA maypproved by the FDA due to the facilgy’
involvement in the development of RYTARY™ and supiwe manufacturing and distribution activities.eVére currently working with the FL
on the appropriate next steps for the RYTARY™ ND#d &n resolving the warning letter. We have a neindf other product candidates that
in varying stages of development. Of these prajwee currently consider RYTARY ™ to be a signifitanoduct. While we believe other pipel
products in this division are potentially viablepofitable product candidates for the Company, gitle® uncertainties relating to the succe:
completion of clinical trials, the FDA approval pess for branded products, reimbursement levedsaitihount of competition at the time of proc
launch and thereafter and other factors detailetitém 1A Risk Factors,’such pipeline products are too early in the devaleqt process to |
considered significant at this point in time.
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Regulation

The manufacturing and distribution of pharmaceultmaducts are subject to extensive regulation Hey federal government, primal
through the FDA and the Drug Enforcement Administra (“DEA”), and to a lesser extent by state and local govertsm&he Food, Drug, a
Cosmetic Act, Controlled Substances Act and othdeffal statutes and regulations govern or influgheemanufacture, labeling, testing, stor
record keeping, approval, advertising and promotibrour products. Facilities used in the manufastyrackaging, labeling and repackagin
pharmaceutical products must be registered withRBA and are subject to FDA inspection to ensui tirug products are manufacture:
accordance with current Good Manufacturing Prastidéoncompliance with applicable requirements aasult in product recalls, seizure
products, injunctions, suspension of productiorfiusal of the government to enter into supply caiteor to approve drug applications, ¢
penalties and criminal fines, and disgorgementrofitg.

FDA approval is required before any “new drugiay be marketed, including new formulations, sttesgdosage forms and gen
versions of previously approved drugs. Generdilg,following two types of applications are usedltain FDA approval of a “new drug.”

New Drug Application (“NDA”"). For a drug product containing an active ingrediestt previously approved by the FDA, a prospet
manufacturer must submit a complete applicatioriainimg the results of clinical studies supportihg drug producs safety and efficacy. An NC
is also required for a drug with a previously ame active ingredient if the drug will be used teat an indication for which the drug was
previously approved or if the dosage form, strergtimethod of delivery is changed. The processired by the FDA before a pharmaceut
product may be approved for marketing in the Ughiegally involves the steps listed below, whichlddake from approximately three to more t
ten years to complete.

« Laboratory and clinical tests;

« Submission of an Investigational New Drug (“IND’Pication, which must become effective beforeichhstudies may begin;

« Adequate and weltontrolled human clinical studies to establish shéety and efficacy of the proposed product foiritendes
use;

« Submission of an NDA containing the results ofpheclinical tests and clinical studies establishimg safety and efficacy of t
proposed product for its intended use, as wellxsnsive data addressing such matters such as awandhg and quali
assurance;

» Scale-up to commercial manufacturing; and

» FDA approval of an NDA.

As noted above, the submission of an NDA is no gitae that the FDA will find it complete and acciefor filing. The FDA reviews a
NDAs submitted before it accepts them for filingmay refuse to file the application and insteaguest additional information, in which case,
application must be resubmitted with the supplemdenformation. After the application is deemeadilby the FDA, FDA staff will review an NC
to determine, among other things, whether a produgafe and efficacious for its intended use.

If, after reviewing the NDA, the FDA determines tthle application cannot be approved in its curfent, the FDA sends the NLC
applicant a Complete Response Letter identifyingaistanding deficiencies that preclude final apat. The FDA then halts its review until
applicant resubmits the NDA with new informatiorsimed to address the deficiencies. An applicactiving a Complete Response Letter
resubmit the application with data and informatimiuressing the FDA’concerns or requirements, withdraw the applinati@dhout prejudice to
subsequent submission of a related applicatioequest a hearing on whether there are groundsforinly approval of the application. If a proc
receives regulatory approval, the approval mayigeificantly limited to specific diseases and dassgr the indications for use may otherwis
limited, which could restrict the commercial valoiethe product. In addition, the FDA may requireapplicant to conduct Phase 4 testing w
involves clinical trials designed to further assasdrugs safety and effectiveness after NDA approval, @@y require surveillance programs
monitor the safety of approved products which hbeen commercialized. Once issued, the FDA may watlhdproduct approval if ongoil
regulatory requirements are not met or if safetgfficacy questions are raised after the produathies the market. The agency may also i
requirements that the NDA holder conduct new stjdigake labeling changes, implement Risk Evaluagiwh Mitigation Strategies, and take o
corrective measures.
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Abbreviated New Drug Application (“ANDA").For a generic version of an approved drug@-drug product that contains the same a
ingredient as a drug previously approved by the DA is in the same dosage form and strengthzesilihe same method of delivery and wil
used to treat the same indications as the apprpraglict —the FDA requires only an abbreviated new drug apptn that ordinarily need r
include clinical studies demonstrating safety affitacy. An ANDA typically requires only data denmstrating that the generic formulatior
bioequivalent to the previously approved “referelisted drug,”indicating that the rate of absorption and levélsamcentration of the generic di
in the body do not show a significant differencenfrthose of the reference listed drug. In July 2@Q4& Generic Drug Fee User Amendmen
2012 (“GDUFA") was enacted into law. The GDUFA legislation impéerted fees for new ANDA applications, Drug Mastéded; product an
establishment fees and a one-time fee for bagged ANDA applications pending approval as ofdder 1, 2012. In return, the progran
intended to provide faster and more predictable ANBviews by the FDA and increased inspectionsrafydacilities. Under GDUFA, gene
product companies face significant penalties falufa to pay the new user fees, including rendemmgANDA application not substantiall
complete” until the fee is paid. Prior to the implementatiohGDUFA, the FDA took an average of approximatd® months, to approve
ANDA.

Under the Drug Price Competition and Patent Terrstdtation Act of 1984, commonly known as the “HaWhxman Act”, which
established the procedures for obtaining approvajemeric drugs, an ANDA filer must make certairtgoé certifications that can result
significant delays in obtaining FDA approval. lfetlapplicant intends to challenge the validity ofoereability of an existing patent covering
reference listed drug or asserts that its drug doé#nfringe such patent, the applicant files aalbed “Paragraph IVtertification and notifies tt
patent holder that it has done so, explaining tggbfor its belief that the patent is not infridge is invalid or unenforceable. If the patentds
initiates a patent infringement suit within 45 dajter receipt of the Paragraph IV Certificatidme +DA is automatically prevented from appro
an ANDA until the earlier of 30 months after theedthe Paragraph IV Certification is given to tleemt holder, expiration of the patents invo
in the certification, or when the infringement caselecided in the ANDA applicastfavor. In addition, the first company to file ANDA for a
given drug containing a Paragraph IV certificattam be awarded 180 days of market exclusivity ¥alhg approval of its ANDA, during which tl
FDA may not approve any other ANDAs for that drugduct.

During any period in which the FDA is required tdhhold its approval of an ANDA due to a statutptiinposed norapproval period, tt
FDA may grant tentative approval to an applicadfdDA. A tentative approval reflects the FD&Apreliminary determination that a generic pro
satisfies the substantive requirements for appraudbject to the expiration of all statutorily ingsal nonapproval periods. A tentative apprc
does not allow the applicant to market the gerdnig product.

The Hatchwaxman Act contains additional provisions that datay the launch of generic products. A five yearketing exclusivit
period is provided for new chemical compounds, arlkree year marketing exclusivity period is preddor approved applications containing |
clinical investigations essential to an approvathsas a new indication for use, or new deliveght®logies, or new dosage forms. The three
marketing exclusivity period applies to, among ottiengs, the development of a novel drug deliveygtem, as well as a new use. In addi
companies can obtain six additional months of esielty if they perform pediatric studies of a reface listed drug product. The marke
exclusivity provisions apply to both patented amh-patented drug products. The Act also provides &ieqt term extensions to compensatt
patent protection lost due to time taken in conidgcEDA required clinical studies and during FDAvieav of NDAs.

The Generic Drug Enforcement Act of 1992 estabfighenalties for wrongdoing in connection with tlev@lopment or submission of
ANDA. In general, the FDA is authorized to tempdyabar companies, or temporarily or permanently individuals, from submitting or assisti
in the submission of an ANDA, and to temporariyhngepproval and suspend applications to marketrgedaeugs under certain circumstances
addition to debarment, the FDA has numerous discraty disciplinary powers, including the authority withdraw approval of an ANDA or
approve an ANDA under certain circumstances andugpend the distribution of all drugs approved evelbped in connection with cert
wrongful conduct. The FDA may also withdraw prodapproval or take other correct measures if orgyoggulatory requirements are not met
safety or efficacy questions are raised after tioelyct reaches the market.
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Other Regulatory Requirements

We are subject to the Maximum Allowable Cost Retjioites, which limit reimbursements for certain gemgirescription drugs und
Medicare, Medicaid, and other programs to the ldywese at which these drugs are generally availdibl many instances, only generic prescrif
drugs fall within the regulationdimits. Generally, the pricing and promotion of, thmed of reimbursement and fixing of reimbursementls for
and the reporting to federal and state agenciesinglto drug products is under active review hyefal, state and local governmental entitie
well as by private thirgsarty reimbursers and individuals under whistletdowtatutes. At present, the Justice DepartmentlaSd Attorney
Offices and State Attorneys General have initiategstigations, reviews, and litigation into indystvide pharmaceutical pricing and promotic
practices, and whistleblowers have filed qui tatitssiVe cannot predict the results of those reviemgestigations, and litigation, or their impaci
our business.

Virtually every state, as well as the District oblmbia, has enacted legislation permitting thesstliion of equivalent gene
prescription drugs for brandame drugs where authorized or not prohibited by phescribing physician, and some states mandateric
substitution in Medicaid programs.

In addition, numerous state and federal requiresnenist for a variety of controlled substanceshsag narcotics, that may be part of
product formulations. The DEA, which has authosfynilar to the FDAS and may also pursue monetary penalties, and &deral and sta
regulatory agencies have far reaching authority.

The State of California requires that any manufactuwholesaler, retailer or other entity in Califia that sells, transfers, or otherv
furnishes certain so called precursor substances have a permit issued by the California Departroédustice, Bureau of Narcotic Enforcem
The substances covered by this requirement incdptiedrine, pseudoephedrine, norpseudoephedringghemylpropanolamine, among others.
Bureau has authority to issue, suspend and revokeugsor permits, and a permit may be denied, mdak suspended for various reas
including (i) failure to maintain effective contsohgainst diversion of precursors to unauthorizzgdgns or entities; (ii) failure to comply with
Health and Safety Code provisions relating to premusubstances, or any regulations adopted theéegeutiii) commission of any act which woi
demonstrate actual or potential unfitness to holdeanit in light of the public safety and welfanghich act is substantially related to
qualifications, functions or duties of the permitlder; or (iv) if any individual owner, manager,emg, representative or employee of the pe
applicant/permit holder willfully violates any fed, state or local criminal statute, rule, or oatice relating to the manufacture, mainten:
disposal, sale, transfer or furnishing of any presusubstances.

18




Patents, Trademarks and Licenses

We own or license a number of patents in the Urfsl ather countries covering certain products arayet candidates and have
developed brand names and trademarks for otheupi®@nd product candidates. Generally, the brdwadnpaceutical business relies upon pi
protection to ensure market exclusivity for the liff the patent. We consider the overall proteatibour patents, trademarks and license rights
of material value and act to protect these rightenfinfringement. However, our business is not depat upon any single patent, trademat
license.

In the branded pharmaceutical industry, the majaftan innovative product’ commercial value is usually realized during tleeiqal ir
which the product has market exclusivity. In th&lUand some other countries, when market exclyséxpires and generic versions of a pro
are approved and marketed, there can often besudrstantial and rapid declines in the branded mtislsales. The rate of this decline varie
country and by therapeutic category; however, Yol patent expiration, branded products often iooetto have market viability based upon
goodwill of the product name, which typically beitefrom trademark protection.

An innovator product market exclusivity is generally determined by fiwoms of intellectual property: patent rights hélgd the innovatc
company and any regulatory forms of exclusivitymuich the innovator is entitled.

Patents are a key determinant of market exclusfeitynost branded pharmaceuticals. Patents prdtiglénnovator with the right to exclu
others from practicing an invention related to thedicine. Patents may cover, among other thingsathive ingredient(s), various uses of a
product, pharmaceutical formulations, drug delivemgchanisms and processes for (or intermediatefsiluisg the manufacture of produc
Protection for individual products extends for \lagy periods in accordance with the expiration datEgatents in the various countries.
protection afforded, which may also vary from cayrtb country, depends upon the type of patentsétgpe of coverage and the availabilit
meaningful legal remedies in the country.

Market exclusivity is also sometimes influenced fegulatory exclusivity rights. Many developed caieg provide certain nopaten
incentives for the development of medicines. Fameple, the U.S., the EU and Japan each provida foinimum period of time after the apprc
of a new drug during which the regulatory agency mat rely upon the innovator’'s data to approveompgetitors generic copy. Regulatc
exclusivity rights are also available in certainrkeds as incentives for research on new indicationsorphan drugs and on medicines usef
treating pediatric patients. Regulatory exclusivights are independent of any patent rights amdbza particularly important when a drug ls
broad patent protection. However, most regulatorynt of exclusivity do not prevent a competitomfrgaining regulatory approval prior to
expiration of regulatory data exclusivity on thesigeof the competitos’ own safety and efficacy data on its drug, eveannthat drug is identical
that marketed by the innovator.

We estimate the likely market exclusivity period &ach of our branded products on a casedse basis. It is not possible to predict
length of market exclusivity for any of our branda@ducts with certainty because of the complegrattion between patent and regulatory fc
of exclusivity, and inherent uncertainties concegnpatent litigation. There can be no assurance ahparticular product will enjoy mart
exclusivity for the full period of time that we eantly estimate or that the exclusivity will be lted to the estimate.

In addition to patents and regulatory forms of esility, we also market products with trademarksademarks have no effect on ma

exclusivity for a product, but are considered toehanarketing value. Trademark protection continmesome countries as long as used; in ¢
countries, as long as registered. Registratioari§ifed terms and may be renewed indefinitely.
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Environmental Laws

We are subject to comprehensive federal, statdamad environmental laws and regulations that gnyamong other things, air polluti
emissions, waste water discharges, solid and hazardiaste disposal, and the remediation of conttiom associated with current or
generation handling and disposal activities. Wesantgect periodically to environmental complianegiews by various environmental regula
agencies. While it is impossible to predict actelyathe future costs associated with environmetdatpliance and potential remediation activi
compliance with environmental laws is not expediedequire significant capital expenditures and has had, and is not expected to hav
material adverse effect on our business, operatiofisancial condition.

Available Information

We maintain an Internet website at the followingl@ds: www.impaxlabs.com. We make available onhoough our Internet webs
certain reports and amendments to those reporepEiable, that we file with or furnish to thecBdties and Exchange Commission (the “SEC”
in accordance with the Securities Exchange Act3#4] as amended (the “Exchange Act”). These irclmgr Annual Report on Form XJ-our
Quarterly Reports on Form 10-Q and our Current Repmn Form 8. Our website also includes our Code of Conddicenior Officers and tt
charters of our Audit Committee, Nominating Comaettand Compensation Committee of our board of wirec We make this informati
available on our website free of charge, as soamrasonably practicable after we electronicallg fiie information with, or furnish it to, the St
The contents of our website are not incorporateddfgrence in this Annual Report on Form 10-K ahdllsnot be deemed “fileduinder th:
Exchange Act.

Corporate and Other Information

We were incorporated in the State of Delaware i8519ur corporate headquarters are located at 3BBBiwood Avenue, Haywal
California, 94544. We were formerly known as GloBharmaceutical Corporation until December 14,919¢hen Impax Pharmaceuticals, Inc
privately held drug delivery company, merged intolial Pharmaceutical Corporation and the name efréisulting entity was changed to Im
Laboratories, Inc.

Unless otherwise indicated, all product sales dathU.S. market size data in this Annual ReporForm 10K are based on informati
obtained from Wolters Kluwer Health and IMS Healihrelated thirdearty providers of prescription market data. We mtd independently enga
Wolters Kluwer Health or IMS Health to provide tlgormation.

Employees

As of December 31, 2012, we had 1,125 fitie employees, of which 545 were in operations, ih7research and development, 223 ir
quality area, 120 in legal and administration, &&dn sales and marketing. None of our employeesabject to collective bargaining agreem
with labor unions, and we believe our employeeti@ia are good.
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ltem 1A. Risk Factors

An investment in our common stock involves a higlareee of risk. In deciding whether to invest in oammon stock, you should consi
carefully the following risk factors, as well astbther information included in this Annual Repont Form 10K. The materialization of any
these risks could have a material adverse effeauwrbusiness, financial position and results ofrafions. This Annual Report on Form KO-
contains forward looking statements that invohsksiand uncertainties. Our actual results couli@dihaterially from the results discussed in
forward looking statements. Factors that could eaarscontribute to these differences include thdiseussed in this “Risk Factorséction. Se
“Forward-Looking Statements” on page 1 of this AalnReport on Form 10-K.

Risks Related to Our Business
Unstable economic conditions may adversely affaat imdustry, business, financial position and regslof operations.

The global economy has undergone a period of sigmif volatility which has led to diminished creditailability, declines in consun
confidence and increases in unemployment ratesreTtemains caution about the stability of the @&nomy due to the global financial cri
and we cannot assure that further deterioratidherfinancial markets will not occur. These ecommooonditions have resulted in, and could lez
further, reduced consumer spending related toliesak in general and pharmaceutical products iticpéar.

In addition, we have exposure to many differenustdes and counterparties, including our partmgder our alliance and collaborat
agreements, suppliers of raw chemical materialsig divholesalers and other customers that may bectaffeby an unstable econol
environment. Any economic instability may affdoese partiesability to fulfill their respective contractual aghtions to us, cause them to limi
place burdensome conditions upon future transastidgth us or drive us and our competitors to desggaices, each of which could materially
adversely affect our business, results of operatiord financial position.

Furthermore, the capital and credit markets haypegsnced extreme volatility. Disruptions in thedit markets make it harder and
expensive to obtain funding. In the event curresburces do not satisfy our needs, we may hagedk additional financing. The availability
additional financing will depend on a variety oftiars such as market conditions and the generdhhildy of credit. Future debt financing may |
be available to us when required or may not bel@vai on acceptable terms, and as a result we mayable to grow our business, take adval
of business opportunities, or respond to competijpiressures.
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Our revenues and operating income could fluctuaigrsficantly.

Our revenues and operating results may vary saaifly from year-torear and quarter to quarter as well as in compartsothe
corresponding quarter of the preceding year. iariatmay result from, among other factors:

. the timing of FDA approvals we receive;

. the timing of process validation for particular gneroducts;

. the timing of product launches, and market accegtaf such products launched;

. changes in the amount we spend to research, deaglqgpire, license or promote new products;

. the outcome of our clinical trial programs;

. serious or unexpected health or safety concerrsawit products, the brand products we have gemedgibr our product candidates;

. the introduction of new products by others thaterrour products obsolete or noncompetitive;

. the ability to maintain selling prices and grosggites on our products;

. the outcome of our patent infringement litigatiowather litigation matters and expenditures assalt of such litigation;

. the ability to comply with complex governmental uégions which deal with many aspects of our bussne

. changes in coverage and reimbursement policiesalthh plans and other health insurers, includingnges to Medicare, Medicaid ¢
similar state programs;

. increases in the cost of raw materials used to faature our products;

. manufacturing and supply interruptions, includimgquct rejections or recalls due to failure to ctympith manufacturing specifications;

. the ability of our brand license partner(s) to seaegulatory approval, gain market share, saleswve, and sales milestone levels;

. timing of revenue recognition related to our altiarand collaboration agreements;

. the ability to protect our intellectual propertydaawoid infringing the intellectual property of etls; and
. the addition or loss of customers.

As an illustration, we earned significant revenaes gross profit from sales of our tamsulosin, aege to Flomax®,and fenofibrat
products during the year ended December 31, 20dGram sales of our authorized generic Adderall X&hd fenofibrate products during the ye
ended December 31, 2011 and December 31, 2012.0imenced sales of our tamsulosin product on Mar@020 and had contractual mal
exclusivity for this generic product for the sucdiexgy eight week period, during which we were abl@athieve high markeshare penetration. C
tamsulosin product sales, however, did not remaitia level, as additional competing generic watsiof the product entered the market in
April 2010, at the conclusion of our contractuatlesivity period, and have resulted in both priceséon and reduction of our market share. \
respect to our authorized generic of Adderall XR@duicts, we are dependent on another unrelateththity pharmaceutical company to suppl
with such products we market and sell through olab& Division. Any delay or interruption in thegply of our authorized generic of Adde
XR® products from the unrelated thipdty pharmaceutical company could curtail or detay product shipments and adversely affect
revenues, as well as jeopardize our relationshigisaur customers. In June 2012, an unrelated pheentical company received FDA approva
a competitor product to our authorized generic AdieXR ® products and began marketing this product. Wisipeet to our fenofibrate produr
in October 2012, a competitor product to our femafie capsule was approved for sale by the FDAa Assult of these competing products
have experienced significant diminution of our salevenue and gross profit from our generic Addé¢Rl ® products. Any further diminution
sales revenue and/or gross profit from such preddige to existing or additional competition, pradsugpply or any other reasons in future pet
may materially and adversely affect our resultspérations in such periods.

Due to the fluctuations in revenue and operatirgylte discussed above, our quarterly operatingltsesme difficult to predict and m
fluctuate significantly from period to period. Wanmmot predict with any certainty the timing or |eweé sales of our products in the future. A
result, period-to-period comparisons of our operatiesults should not be relied upon as indicatmfngur future performance and any fyéa
financial forecast should not be relied upon asuargntee of future performance for that year orday given quarter within that year. If |
quarterly sales or operating results fall below theectations of investors or securities analysts, value of our securities could dec
substantially.
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We have received a warning letter from the FDAME are unable to promptly correct the issues raigethe warning letter, our business, resu
of operations and financial condition could be maitelly adversely affected.

In late May 2011, we received a warning letter fribra FDA related to an osite FDA inspection of our Hayward, California méaiuring
facility conducted between December 13, 2010 amaly 21, 2011. In the warning letter, the FDA gitdeviations from current Go
Manufacturing Practices (cGMP), which are extensegulations governing manufacturing processesjlgyatesting, record keeping and qua
standards. In summary, the FDA observations sgh fim the warning letter related to sampling aedting of inprocess materials and di
products, production record review, and our prodessnvestigating the failure of certain manufaatg batches (or portions of batches) to r
specifications. From late June 2011 through tlteadr2011, we filed our response and subsequerdtapdvith the FDA and continued to coope
with the FDA to resolve the FDA observations. Dgrithe quarter ended March 31, 2012, the FDA comgla reinspection of our Haywa
manufacturing facility in connection with the wargiletter and in addition, a general GMP inspectiés a result of the general GMP inspectio
our Hayward operations, the FDA issued a Form 8B, observations primarily relating to our Quali@pntrol Laboratory. We have been noti
by the FDA that a satisfactory mespection of our Hayward manufacturing facilityrégjuired to close out the warning letter. The FEb&ervation
do not place restrictions on our ability to mantfiae and ship our products. We have taken a numbsteps to thoroughly review our qua
control and manufacturing systems and standardsuanaiorking with several thirgarty experts to assist us with our review. Thiskas ongoin
and we are committed to improving our quality cohtmd manufacturing practices. We cannot be adstimowever, that the FDA will be satist
with our corrective actions and as such, we caberaassured of when the warning letter will be adoset. Unless and until the warning lette
closed out, it is possible we may be subject toiteachl regulatory action by the FDA as a resulttioé current or future FDA observatic
including, among others, monetary sanctions or Itiesaproduct recalls or seizure, injunctionsatair partial suspension of production an
distribution, and suspension or withdrawal of regaty approvals. Additionally, the FDA has withthelnd may continue to withhold approva
pending drug applications currently or previoustyimg our Hayward, California facility as a manetiaring location of finished dosage forms
these FDA observations are resolved. For instancéanuary 2013, the FDA issued a Complete Regpbatter regarding our NDA for our i
stage branded pharmaceutical product candidate ARWTY, which we are developing internally, for thgngptomatic treatment of Parkinsan’
disease. In the Complete Response Letter, the iRDiBated that it required a satisfactoryimepection of our Hayward manufacturing facilitya
result of the warning letter issued to us in MaylPMefore the NDA may be approved by the FDA duéhto facility’s involvement in th
development of RYTARY™ and supportive manufacturargl distribution activities. During the assessimadithe NDA, we had withdrawn t
Hayward site as an alternative site of commercialdpction in the launch of RYTARY™. We are curifgnivorking with the FDA on th
appropriate next steps for the RYTARY™ NDA andpaged above, on closing out the warning letter, é&v®v we cannot be assured of when
will occur. Further, other federal agencies andaustomers may take the warning letter into actadren considering the award of contracts.
such actions could significantly disrupt our bussiand harm our reputation, resulting in a matedakrse effect on our business, business, r
of operations and financial condition.
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Our continued growth is dependent on our ability ¢ontinue to successfully develop and commercializsv products in a timely manner.

Our financial results depend upon our ability tdraduce and commercialize additional generic anahébed products in a time
manner. In the generic pharmaceutical productkebarevenue from newly launched generic produtds we are the first to market is typic:
relatively high during the period immediately folling launch and can be expected generally to dedirer time. Revenue from generic drug
general can also be expected to decline over fteeenue from branded pharmaceutical products caxjpected to decline as the result of ent
new competitors, particularly of companies prodgajeneric versions of the branded products. Oantireed growth is therefore dependent L
our ability to continue to successfully introducedacommercialize new generic and branded produsssof February 8, 2013, we had
applications pending at the FDA for generic versiaf brandrame pharmaceuticals. In our branded productsidivisve have one late ste
branded pharmaceutical product candidate whichrergleveloping internally, RYTARY™ for the symptoneatreatment of Parkinsos'disease fi
which our NDA was accepted for filing by the NDA kebruary 2012 and which we are currently workirithwhe FDA on the appropriate n
steps in in response to a Complete Response ledteeceived from the FDA in January 2013. We abecha number of other product candid
that are in varying stages of development. Thelkbgment and commercialization process forgmaducts, particularly of our branded product
time-consuming, costly and involves a high degree ofntass risk. The FDA and the regulatory authorities/ not approve our products submi
to them or our other products under developmemtditfonally, we may not successfully complete oevelopment efforts. Even if the FI
approves our products, we may not be able to mahnket successfully or profitably or, with respexbtr generics products, we may not be at
market them at all if we do not prevail in the patmfringement litigation in which we are involve®ur future results of operations will dep
significantly upon our ability to timely developeaeive FDA approval for, and market new pharmacalfroducts or otherwise acquire r
products.

A substantial portion of our total revenues is deed from sales to a limited number of custome

We derive a substantial portion of our revenue fisates to a limited number of customers. In 2@l2,five major customers, Cardi
Health, McKesson Corporation, Amerisougergen, Walgreens and Medco accounted for 25%, 229%, 9% and 3%, respectively, or
aggregate of 74%, of our gross revenue.

A reduction in, or loss of business with, any orfigh@se customers, or any failure of a customepayp us on a timely basis, wol
adversely affect our business.

A substantial portion of our total revenues is deed from sales of a limited number of produc

We derive a substantial portion of our revenue figates of a limited number of products. In 2012, wp five products in our Glok
Division accounted for 16%, 12%, 9%, 9% and 7%amaggregate of 53%, of Global product sales,Inaiur Impax Division, revenue from sa
of Zomig® products pursuant to our Distribution, License, 8epment and Supply Agreement with AstraZenecawatea for 100% of our Impi
product sales, net. The sale of our products easignificantly influenced by market conditions,veall as regulatory actions. We may experit
decreases in the sale of our products in the fugsra result of actions taken by our competitarsh s price reductions, or as a result of regy
actions related to our products or to competinglpets, which could have a material impact on osuits of operations. Actions which could
taken by our competitors, which may materially adgersely affect our business, results of operataond financial condition, may include, with
limitation, pricing changes and entering or exitthg market for specific products.
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Sales of our products may be adversely affectethigycontinuing consolidation of our customer bas

A significant proportion of our sales is made ttatigely few retail drug chains, wholesalers, andnaged care purchasing organizati
These customers are continuing to undergo significansolidation. Such consolidation has provided may continue to provide them v
additional purchasing leverage, and consequently imerease the pricing pressures that we face.itibddlly, the emergence of large buy
groups representing independent retail pharmaares the prevalence and influence of managed cgenizations and similar institutions, en
those groups to extract price discounts on ourymtsd

Our net sales and quarterly growth comparisons afety be affected by fluctuations in the buying s of retail chains, major distribut
and other trade buyers, whether resulting fromipgicwholesaler buying decisions or other factémsaddition, since such a significant portior
our revenues is derived from relatively few custmsnany financial difficulties experienced by agiencustomer, or any delay in receiving paym
from a single customer, could have a material adveffect on our business, results of operatiodgiaancial condition.
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We face intense competition from both brand-namedageneric manufacturers.

The pharmaceutical industry is highly competitived anany of our competitors have longer operatirggohies and substantially gree
financial, research and development, marketing,aiher resources than we have. In addition, phaemtamal manufacturerg€ustomer base consi
of an increasingly limited number of large pharmadizal wholesalers, chain drug stores that warelgueducts, mass merchandisers, mail
pharmacies. Our competitors may be able to devetogucts and delivery technologies competitive waithmore effective or less expensive t
our own for many reasons, including that they mayeh

. proprietary processes or delivery systems;

. greater resources in the area of research andageweht and marketing;

. larger or more efficient production capabilities;

. more expertise in a particular therapeutic area;

. more expertise in preclinical testing and humaniciil trials;

. more experience in obtaining required regulatogragals, including FDA approval;

. more products; or

. more experience in developing new drugs and firrdmesources, particularly with regard to brand ufacturers.

With respect to generic pharmaceutical products RRA approval process often results in the FDAting final approval to a number
ANDAs for a given product at the time a patentralddr a corresponding brand product or other maeketusivity expires. This often forces u:
face immediate competition when we introduce a gemeoduct into the market. As competition fronmet manufacturers intensifies, selling pr
and gross profit margins often decline, which hasrour experience with our existing products. Moreowédth respect to products for which
file a Paragraph IV certification, if we are noetfirst ANDA filer challenging a listed patent farproduct, we are at a significant disadvanta
the competitor that first filed an ANDA for thatquuct containing such a challenge, which is awarte@ days of market exclusivity for 1
product. With respect to our 29 disclosed prodpetsding FDA approval for which we have filed Paggair IV certifications as of February 8, 2(
we believe: (i) unrelated third parties are thetfio file with respect to products with which 22onir products can be expected to compete; (i
are the first to file for 4 products; and (iii) whare first to file status with other filers fopBducts. Accordingly, the level of market shaexenu
and gross profit attributable to a particular gemproduct that we develop is generally relatetheonumber of competitors in that prodsatarke
and the timing of that producttegulatory approval and launch, in relation to cetiqg approvals and launches. Although we canradras wi
strive to develop and introduce new products imreely and cost effective manner to be competitiveour industry (see “Item 1 Business
Regulation”). Additionally, ANDA approvals often continue to beagted for a given product subsequent to the Iniéianch of the genet
product. These circumstances generally resultigmificantly lower prices and reduced margins foengric products compared to br
products. New generic market entrants generallge@ontinued price and margin erosion over themeproduct life cycle.

In addition to the competition we face from othengric manufacturers, we face competition from tinaaame manufacturers related to
generic products. Branded pharmaceutical compasfies sell their branded products as “authorizedegics” &n industry term that descri
instances when a brand-name manufacturer licengesezic manufacturer to market the brand prododetthe licenses’name and registratior
typical generic discounts). Further, branded pla@entical companies may seek to delay FDA approvabur ANDAs or reduce gene
competition by, for example obtaining new patemsdaugs whose original patent protection is abowxpire, filing patent infringement suits t
automatically delay FDA approval of generics, fijiftitizen petitions”contesting FDA approvals of generics on allegedthemd safety grounc
developing “next generatiorversions of products that reduce demand for genersions we are developing, changing product dand labeling
and marketing as OTC branded products.

Our principal competitors in the generic pharmaicaliproducts market are Teva Pharmaceutical Imggsttd., Actavis, Inc., Mylan Inc
Ranbaxy Laboratories Ltd., Lannett Company, Inand®z, Inc., and Par Pharmaceutical Companies, Inc.

In the brand-name pharmaceutical market, we magketig® products pursuant to the Distribution, License, &epment and Supf
Agreement with AstraZeneca. We are not currentlyketing any internally developed products, howeweth respect to both products that we
developing internally and any additional productsmway inlicense from third parties, we expect that we fetle increased competition from la
pharmaceutical companies, other drug delivery camngsaand other specialty pharmaceutical compahashave focused on CNS disorders.
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We have experienced operating losses and negatsh €low from operations in the past, and our furiprofitability is uncertain.

Although 2007 was our first profitable year, and eestinued to record net income on an annual hbeigigh and including 2012, we
not know whether our business will continue to befimble or generate positive cash flow, and dhility to remain profitable or obtain positi
cash flow is uncertain. To remain operational prafitable, we must, among other things:

. obtain FDA approval of our products;

. successfully launch and market new products;

. prevail in patent infringement litigation in whiete are involved;

. continue to generate or obtain sufficient capitaboceptable terms to fund our operations; and

. comply with the many complex governmental regufaithat deal with virtually every aspect of ouribhass activities.

Any delays or unanticipated expenses in connectwith the operation of our Taiwan facility could haa material adverse effect on our rest
of business operations and financial condition.

We completed construction of a new manufacturirgjifa in Taiwan, installed equipment, and receiveldA approval during 2009. V
initiated commercial manufacturing operations iri@0and produced approximately 115 million and 2#lion tablets and capsules in 2011
2012 respectively, for sale in the United Staté&e plan to continue to increase the aggregate takd¢t and capsule production, as well as
number of different products manufactured, at @aility in Taiwan during 2013, and have investeghragimately $110 million in the facili
through December 31, 2012.

We initiated construction of an expansion to ounafacturing facility in Taiwan during 2009 and wikpand the Taiwan manufactur
facility in stages. The first phase of the expansof the Taiwan manufacturing facility was cometetin 2009 and the second phase o
expansion was substantially completed in 2012. cfeently expect to complete the second phase sigraand begin manufacturing trial batc
of products during 2013. After the completion bé tsecond phase of the expansion, we expect theaidacility to have an annual product
capacity of approximately 2 billion doses. A majpmrtion of the second phase of the expansion dicdeed to the production of our late st
branded pharmaceutical product candidate, RYTARYSMtie symptomatic treatment of Parkinsodisease, for which the NDA was accepte!
filing by the FDA in February 2012 and which we argrently working with the FDA on the appropriatext steps in response to a Comg
Response Letter we received from the FDA in Jan2833. We are also in the process of transferangortion of our Hayward, Califorr
production to the lower cost production site invia.

While we have thus far not suffered any materidayge significant increases in estimated expenseagher material setbacks associ
with the construction and operation of the manufiwg facility in Taiwan, we cannot assure thattsosf production will be within ol
projections. During any potential delays in sagteef commercial operations, changing market cammtt could render projections relating to
investment in the new facility inaccurate or urable. While the facility was approved by the FDIA2009 and in 2012, we cannot assure the
facility will continue to receive FDA approval iutlure inspections. In addition, we cannot assuat tie planned expansion of the facility
become operational as anticipated or will ultimatelsult in profitable operations. If the completiof the second phase of our planned expansi
the Taiwan facility is significantly delayed, wellibased upon current projections, reach full picttbn capacity at our Taiwan manufactu
facility and may have inadequate capacity to meetpooduction requirements for RYTARY ™. If our mdacturing capacity were to be excee
by our production requirements, we could lose custs and market share to competing products, drewise materially and adversely affect
business, results of operations and financial deomdi
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Our business is subject to the economic, politiclgal and other risks of maintaining facilities ah conducting clinical trials in foreigi
countries.

In 2010, we commenced shipment of commercial proéamn our new manufacturing facility in Taiwan,dame plan to increase ¢
commercial manufacturing operations in Taiwan i filture. In addition, certain clinical trials four product candidates are conducted at mu
sites in Europe. These foreign operations areestithp risks inherent in maintaining operations dothg business abroad, such as economi
political destabilization, international conflictestrictive actions by foreign governments, expdjon or nationalization of property, change
laws and regulations, changes in regulatory remergs, the difficulty of effectively managing diger global operations, adverse foreign ta
tariff laws, more limited intellectual property peation in certain foreign jurisdictions, and theeat posed by potential international dis
pandemics in countries that do not have the resgunecessary to deal with such outbreaks. Furéiseour global operations require complie
with a complex set of foreign and U.S. laws andutatipns, including data privacy requirements, tatmations laws, tax laws, ardémpetitior
regulations, import and trade restrictions, andoexpequirements, U.S. laws such as the ForeigmupbiPractices Act of 1977, as amended,
local laws which also prohibit corrupt paymentsgtwvernmental officials or certain payments or reerations to customers, there is a risk
some provisions may be inadvertently breachedlatiams of these laws and regulations could reisufines, criminal sanctions against us,
officers or our employees, and prohibitions ond¢beduct of our business. These foreign econonoiitjqal, legal and other risks could impact
operations and have an adverse effect on our lsssifirancial condition and results of operations.

We are routinely subject to patent litigation thaan delay or prevent our commercialization of geiteproducts, force us to incur substant
expense to defend, and expose us to substantibllitg.

Brandsame pharmaceutical manufacturers routinely briatgnt infringement litigation against ANDA applit¢arseeking FDA approval
manufacture and market generic forms of their bedngroducts. Likewise, patent holders may bringgmainfringement suits against compa
that are currently marketing and selling their appd generic products. Patent infringement lit@gainvolves many complex technical and le
issues and its outcome is often difficult to prédimd the risk involved in doing so can be suliigrbecause the remedies available to the owf
a patent in the event of an unfavorable outcomkidecdamages measured by the profits lost by tkenpawner rather than the profits earne:
the infringer. Such litigation usually involvegsificant expense and can delay or prevent intrbdnor sale of our products.

As of February 8, 2013, we were involved in pat@ftingement suits involving the following 11 geieproducts: (i) Doxycyclin
Monohydrate Delayed-Release Capsules, 40 mg, geterOracea®, (ii) Ezetimibe/Simvastatin Tablet®/80 mg, generic to Vytorin®iiii}
Guanfacine Hydrochloride Tablets, 1 mg, 2 mg, 3md 4 mg, generic to Intuniv®jv) Dexlansoprazole Delayed Release Capsules, 3anddg!
mg, generic to Dexilant®yj Oxycodone Hydrochloride, Controlled Releasedt$|10 mg, 15 mg, 20 mg, 30 mg, 40 mg, 60 mg &a@ generi
to Oxycontin®, (vi) Dextromethorphan/Quinidine Cafes, 20 mg/10 mg, generic to Nuedexta®i) Qutasteride/Tamsulosin Capsules, 0.5 mc¢
mg, generic to Jalyn®, (viii) Fentanyl Citrate Batdablets, 100 mcg, 200 mcg, 400 mcg, 600 mcg, & mcg, generic to Fentora®x)(
Oxycodone Hydrochloride Tablets, 5 mg and 7.5 negegic to Oxecta® xj Oxymorphone Hydrochloride, Extended Releasestabb mg, 7.5 m
10 mg, 15 mg, 20 mg, 30 mg and 40 mg, generic an@ER® and (xi) Oxycodone Hydrochloride, extendddase tablets 10 mg, 15 mg, 20
30 mg, 40 mg, 60 mg and 80 mg generic to OxyConf{irggated to NDA 020553). For the year ended DecerBtier2012, we incurred costs
approximately $8.7 million in connection with owarficipation in these matters, which are in varystages of litigation, as well as for other ma
that were resolved in 2012. If any of these paliéigation matters are resolved unfavorably, weaay alliance or collaboration partners ma:
enjoined from manufacturing or selling the prodtit is the subject of such litigation without eelise from the other party. In addition, if
decide to market and sell generic products prighéoresolution of patent infringement suits, walddoe held liable for lost profits if we are fou
to have infringed a valid patent, or liable forbiee damages if we are found to have willfully infjed a valid patent. As a result, any p:
litigation could have a material adverse effecbanbusiness, results of operations and financiatition, although it is not possible to quantifie
liability we could incur if any of these suits atecided against us.
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Our agreements with brand pharmaceutical compani@gich are important to our business, are facingcireased government scrutiny in t
u.s.

We are involved in numerous patent litigations ihickh we challenge the validity or enforceability inhovator companiedisted patent
and/or their applicability to our generic pharma@el products and therefore settling patent liiigjas has been and is likely to continue to b
important part of our business. Parties to sudfesetnt agreements in the U.S., including us, eneired by law to file them with the Federal Tr
Commission (“FTC")and the Antitrust Division of the Department of thues for review. The FTC has publicly stated thatits view, some of tt
brand -generic settlement agreements violate the antilamst and has brought actions against some brashgemeric companies that have ent
into such agreements. In May 2012, we receivedvdl @ivestigative Demand (“CID"from the FTC concerning its investigation into g
SOLODYN ® and its generic equivalents. According to the Fif@, investigation is to determine whether we, glaith Medicis Pharmaceutic
Corporation (now a wholly owned subsidiary of ValeRharmaceuticals International, Inc.) and sibepttompanies, have engaged or are enc
in unfair methods of competition in or affectingnmmerce by entering into agreements regarding SOLR®Yr its generic equivalents anc
engaging in other conduct regarding the sale oketerg of SOLODYN®or its generic equivalents. To our knowledge, mcpedings have be
initiated against us by the FTC at this time, hogravo assurance can be given as to the timing toome of the FTG investigation. Further, \
may receive formal or informal requests from the&CH®r information about certain other settlemeneagients, and there is a risk that the FTC
commence an action against us alleging violatiothefantitrust laws.

Our ability to develop or license, or otherwise ai®@, and introduce new products on a timely bagisrelation to our competitors’produc!
introductions involves inherent risks and uncertdias.

Product development is inherently risky, especifdlynew drugs for which safety and efficacy hawe¢ lbeen established and the mark
not yet proven. Likewise, product licensing invavimherent risks including uncertainties due toteratthat may affect the achievemen
milestones, as well as the possibility of contrattlisagreements with regard to terms such asdesnope or termination rights. The developi
and commercialization process, particularly withanel to new drugs, also requires substantial teffert and financial resources. The proces
obtaining FDA approval to manufacture and market pharmaceutical products is rigorous, time consigméostly and largely unpredictable.
or a partner, may not be successful in obtaining\BPproval or in commercializing any of the produtttat we are developing or licensing.

Our approved products may not achieve expectedlseoEmarket acceptance.

Even if we are able to obtain regulatory approvals our new products, the success of those prodiscdependent upon mar
acceptance. Levels of market acceptance for oumpmeducts could be affected by several factorduiting:

. the availability of alternative products from ownepetitors;

. the prices of our products relative to those of @ampetitors;

. the timing of our market entry;

. the ability to market our products effectively la¢ tretail level;

. the perception of patients and the healthcare camtynuncluding thirdparty payers, regarding the safety, efficacy amebts o
our drug products compared to those of competindymts; and

. the acceptance of our products by government amdtprformularies.

Some of these factors are not within our controtj aur products may not achieve expected levelmarket acceptance. Additiona
continuing and increasingly sophisticated studfethe proper utilization, safety and efficacy ofgpmaceutical products are being conducted b
industry, government agencies and others whichca#irinto question the utilization, safety and edity of previously marketed products. In s
cases, studies have resulted, and may in the frgstdt, in the discontinuance of product marketngther risk management programs such ¢
need for a patient registry.
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Our business is highly dependent on market percepsi of us and the safety and quality of our prodsictOur business or products could be
subject to negative publicity, which could have atarial adverse effect on our business, resultoperations and financial positior

Market perceptions of our business are very impotia us, especially market perceptions of thetgafad quality of our products. If a
of our products or similar products that other camips distribute are subject to market withdrawakeall or are proven to be, or are claimed ti
harmful to consumers, then this could have a nadtadverse effect on our business, results of ¢dipesaand financial position. Also, because
business is dependent on market perceptions, megatiblicity associated with product quality, iseor other adverse effects resulting fron
perceived to be resulting from, our products cdwdde a material adverse impact on our businesdised operations and financial position.

We expend a significant amount of resources on st and development efforts that may not lead twesessful product introductions or tt
recovery of our research and development expenditur

We conduct research and development primarily tablenus to manufacture and market pharmaceuticalaccordance with FC
regulations. We spent approximately $81.3 milli§82.7 million and $86.2 million on research angedepment activities during the years en
December 31, 2012, 2011 and 2010, respectively.aeequired to obtain FDA approval before marigetur drug products. The FDA apprc
process is costly and time consuming. Typicalgearch expenses related to the development ofatiie compounds and the filing of NDAs
significantly greater than those expenses assaociatth ANDAs. As we continue to develop new produyabur research expenses will lik
increase. Because of the inherent risk associaitbdresearch and development efforts in our ingugtarticularly with respect to new drugs,
research and development expenditures may not iegbke successful introduction of FDA approvedphaceuticals.

Our bioequivalence studies, other clinical stu@ied/or other data may not result in FDA approvahtirket our new drug products. Wi
we believe that the FDA’'s ANDA procedures will appb our bioequivalent versions of controlleglease drugs, these drugs may not be su
for, or approved as part of, these abbreviatediegmns. In addition, even if our drug products auitable for FDA approval by filing an AND
the abbreviated applications are costly and tinmsgming to complete. After we submit an NDA or ANQOhe FDA may require that we cond
additional studies, and as a result, we may be lanabreasonably determine the total research aweldpment costs to develop a partic
product. Also, for products pending approval, waynobtain raw materials or produce batches of itorgnto be used in anticipation of -
products launch. In the event that FDA approval is dewiedelayed, we could be exposed to the risk ofithisntory becoming obsolete. Fina
we cannot be certain that any investment madeweldping products or produdglivery technologies will be recovered, even if ave successt
in commercialization. To the extent that we expsighificant resources on research and developreffotts and are not able, ultimately,
introduce successful new products or new delivechnhologies as a result of those efforts, we vélubable to recover those expenditures.

The time necessary to develop generic drugs mayeessly affect whether, and the extent to which, rgeeive a return on our capital.

We generally begin our development activities foreav generic drug product several years in advahtiee patent expiration date of
brandname drug equivalent. The development proceskidimg drug formulation, testing, and FDA reviewdaapproval, often takes three or ir
years. This process requires that we expend ceradite capital to pursue activities that do noidyien immediate or nederm return. Alsc
because of the significant time necessary to dpvalproduct, the actual market for a product atithe it is available for sale may be significa
less than the originally projected market for theduoict. If this were to occur, our potential retan our investment in developing the produc
approved for marketing by the FDA, would be advigrsdfected and we may never receive a return animeestment in the product. It is a
possible for the manufacturer of the braraine product for which we are developing a gerdtig to obtain approvals from the FDA to switch
brandname drug from the prescription market to the OT&kat. If this were to occur, we would be protedifrom marketing our product otl
than as an OTC drug, in which case revenues cauiibstantially less than we anticipated.
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Research and development efforts invested in owartited pharmaceutical products may not achieve expédcgesults

We invest increasingly significant resources toalep our branded products, both through our owartsffand through collaborations, in-
licensing and acquisition of products from or wiltird parties. The development of proprietary lieth drugs involves processes and expt
different from those used in the development ofegienproducts, which increases the risks of failth@t we face. For example, the time fi
discovery to commercial launch of a branded prodaatbe 15 years or even longer, and involves pieltages: not only intensive preclinical
clinical testing, but also highly complex, lengthgd expensive approval processes which can vany f@muntry to country. The longer it take:
develop a product, the longer time it may takeuf®to recover our development costs and generafigspif at all.

During each development stage, we may encountéaabs that delay the process or approval andaserexpenses, leading to signific
risks that we will not achieve our goals and maydreed to abandon a potential product in whichhaee invested substantial amounts of time
money. These obstacles may include: precliniclifes; difficulty enrolling patients in clinicalitds; delays in completing formulation and ot
work needed to support an application for approadierse reactions or other safety concerns ariingg clinical testing; insufficient clinical &l
data to support the safety or efficacy of the pmdandidate; and failure to obtain, or delayshtaming, the required regulatory approvals fol
product candidate or the facilities in which inenufactured. For instance, in January 2013, th& iSBued a Complete Response Letter rega
our NDA for our late stage branded pharmaceutioadlypct candidate that we are developing intern&lYTARY ™, for the symptomatic treatme
of Parkinson’s disease. In the Complete Resporetted. the FDA indicated that it required a satisfey reinspection of our Haywa
manufacturing facility as a result of the warniettér issued to us in May 2011 before the NDA maypproved by the FDA due to the facilgy’
involvement in the development of RYTARY ™ and sogijve manufacturing and distribution activitieBuring the assessment of the NDA,
had withdrawn the Hayward site as an alternatitee & commercial production in the launch of RYTARY We are currently working with t
FDA on the appropriate next steps for the RYTARY®ANand, as noted above, on closing out the warldtigr, however we cannot be assure
when that will occur. We also discontinued oumlgied pharmaceutical development program for IPX&8%ral controlledelease formulation fi
the potential treatment of moderate to severe RL®)id-February 2013 after we determined that althoughrékelts from the Phase llb clini
study of IPX159 in patients showed a modest impmmmt in addressing RLS symptoms, the results fimenstudy did not achieve the statisi
criteria for its primary efficacy endpoints compéute placebo. As a result of the obstacles nobede, our investment in research and develop
of branded products can involve significant costh wo assurances of future revenues or profits.

Approvals for our new generic drug products may delayed or become more difficult to obtain if theDIA institutes changes to its approy
requirements.

The FDA may institute changes to its ANDA approrediuirements, which may make it more difficult apensive for us to obtain appro
for our new generic products. For instance, ity 2012, the Generic Drug Fee User Amendments o2 Z02DUFA”") was enacted into law. T
GDUFA legislation implemented fees for new ANDAstuD Master Files, product and establishment feek amne-time fee for badkggec
ANDAs pending approval as of October 1, 2012. dtum, the program is intended to provide fastel muore predictable ANDA reviews by !
FDA and increased inspections of drug facilititthder GDUFA, generic product companies face sigaift penalties for failure to pay the r
user fees, including rendering an ANDA not “substdly complete”until the fee is paid. It is currently uncertaieteffect the new fees will he
on our ANDA process and business, however, anyrfaiby us or our suppliers to pay the fees or toglg with the other provisions of GDFL
may impact or delay our ability to file ANDAs, olrteapprovals for new generic products, generatemegs and thus may have a material ad
effect on our business, results of operations arah€ial condition.

Some abbreviated application procedures for pradutiuding those related to our ANDA filings, aremay also become the subjec
petitions filed by brandhame drug manufacturers seeking changes from tieifrEhe approval requirements for particular drughkich can dele
or make development of generic drugs more difficMite cannot predict whether the FDA will make amanges to its abbreviated applica
requirements as a result of these petitions, orffext that any changes may have on us. Any dmig FDA requirements as a result of tl
petitions or otherwise may similarly make it moificult for us to file ANDAs or obtain approval afur ANDAs and generate revenues and
have a material adverse effect on our businessitsesf operations and financial condition.
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Our inexperience in conducting clinical trials angdubmitting NDAs could result in delays or failuremidevelopment and commercialization
our own branded products, which could have a maatidverse effect on our results of operations Uidity, and financial condition.

With respect to our branded products and otherymtsdthat we develop that are not generic equitslehexisting branadame drugs ar
thus do not qualify for the FDA’abbreviated application procedures, we must dsetraig through clinical trials that these prodwants safe ar
effective for use. We have only limited experienceconducting and supervising clinical trials. Thecess of completing clinical trials ¢
preparing an NDA may take several years and regjsubstantial resources. Our studies and filingg mod result in FDA approval to market
new drug products and, if the FDA grants approwal cannot predict the timing of any approval. Ehare substantial filing fees for NDAs that
not refundable if FDA approval is not obtained.

We cannot assure that our expenses related to NlDd<linical trials will lead to the developmentlmindname drugs that will gener:
revenues in the near future. Delays or failurthendevelopment and commercialization of our owanted products could have a material ad
effect on our business, results of operations ar@h€ial condition.

The risks and uncertainties inherent in conductinginical trials could delay or prevent the developmt and commercialization of our ov
branded products, which could have a material adseeffect on our results of operations, liquidifynancial condition, and growth prospects.

There are a number of risks and uncertainties &gedcwith clinical trials. The results of clinldaials may not be indicative of results t
would be obtained from large scale testing. Céihtdals are often conducted with patients hawddganced stages of disease and, as a result,
the course of treatment these patients can diaftersaadverse medical effects for reasons that ntybe related to the pharmaceutical agents
tested, but which nevertheless affect the clinidal results. In addition, side effects experiethdy the patients may cause delay of appro\
limited profile of an approved product. Moreoveuy alinical trials may not demonstrate sufficieafety and efficacy to obtain FDA approval.

Failure can occur at any time during the clinicaltprocess and, in addition, the results fromyedlinical trials may not be predictive
results obtained in later and larger clinical &jand product candidates in later clinical triaksy fail to show the desired safety or efficacypite
having progressed successfully through earlieiicgirtesting. A number of companies in the phammgical industry, including us, have suffe
significant setbacks in clinical trials, even invadced clinical trials after showing positive résuh earlier clinical trials. For example, we
previously sought to develop an earlier productnigiation containing carbidopa/levodopa for the tirent of Parkinsor’ disease. Followir
completion of the clinical trials and submissiontleé NDA, the NDA was not approved due to the F®Adncerns over product nomenclature
the potential for medication errors. In the fufuitee completion of clinical trials for our producandidates may be delayed or halted for r
reasons, including:

. delays in patient enroliment, and variability i thumber and types of patients available for dlihidals;

. regulators or institutional review boards may rimive us to commence or continue a clinical trial;

. our inability, or the inability of our partners, toanufacture or obtain from third parties materslfficient to complete our clinic
trials;

. delays or failure in reaching agreement on accéptimical trial contracts or clinical trial pratols with prospective clinical tri
sites;

. risks associated with trial design, which may resuh failure of the trial to show statisticalligsificant results even if the prodi
candidate is effective;

. difficulty in maintaining contact with patients afttreatment commences, resulting in incomplete;dat

. poor effectiveness of product candidates duringadi trials;

. safety issues, including adverse events assoaciategroduct candidates;

. the failure of patients to complete clinical trialae to adverse side effects, dissatisfaction thithproduct candidate, or ot
reasons;

. governmental or regulatory delays or changes inlegdgry requirements, policy and guidelines; and

. varying interpretation of data by the FDA or foreiggulatory agencies.

In addition, our product candidates could be subfeccompetition for clinical study sites and pat& from other therapies un
development which may delay the enrollment in @ration of our clinical trials.
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The FDA or foreign regulatory authorities may requis to conduct unanticipated additional clinicils, which could result in additior
expense and delays in bringing our product canelédtat market. Any failure or delay in completiriical trials for our product candidates wo
prevent or delay the commercialization of our pidcandidates. We cannot assure that our experksed to clinical trials will lead to tl
development of brandame drugs that will generate revenues in the futare. Delays or failure in the development anthoercialization of ot
own branded products could have a material adwdfaet on our results of operations, liquidity,dircial condition, and our growth prospects.

We rely on our license partner for regulatory filmmand commercialization of IPX066 outside of the Ited States and Taiwan

Glaxo Group Limited, under the terms of our licerdevelopment and commercialization agreemengsgpansible for certain regulat
activities outside the United States and Taiwah dha essential for the commercialization of IPX@6&nd name RYTARY" in the United State
outside of the United States and Taiwan. If Gl&wup Limited is not successful in its performardde or fails to perform, their regulatc
obligations with respect to IPX066, we may not bkedo obtain regulatory approval for IPX066 inte@r jurisdictions outside of the United St:
and Taiwan, which could have a material adversecefin our results of operations and financial ddord

We rely on third parties to conduct clinical trialand testing for our product candidates, and if thelo not properly and successfully perfo
their legal and regulatory obligations, as well #éiseir contractual obligations to us, we may not lbbéle to obtain regulatory approvals for o
product candidates

We design the clinical trials for our product catedes, but rely on contract research organizatémsother third parties to assist u
managing, monitoring and otherwise carrying ouséhteials, including with respect to site selectioontract negotiation, analytical testing and
management. We do not control these third paatiels as a result, they may not treat our clinitadies as their highest priority, or in the maninm
which we would prefer, which could result in delays

Although we rely on third parties to conduct ouniclal trials and related activities, we are resgible for confirming that each of ¢
clinical trials is conducted in accordance with general investigational plan and protocol. Moerothe FDA and foreign regulatory agen
require us to comply with regulations and standacdenmonly referred to as good clinical practiced good laboratory practices, for conduct
recording and reporting the results of clinicaalsito ensure that the data and results are ceeditd accurate and that the trial participant
adequately protected. Our reliance on third paudiees not relieve us of these responsibilitiesragdirements. The FDA enforces good clir
practices and good laboratory practices througlogier inspections of trial sponsors, principal igtigators and trial sites. If we, our cont
research organizations or our study sites faildmgly with applicable good clinical practices andod laboratory practices, the clinical ¢
generated in our clinical trials may be deemed liable and the FDA may require us to perform addil clinical trials before approving ¢
marketing applications. We cannot assure you tiggn inspection, the FDA will determine that anyoaf clinical trials comply with good clinic
practices and good laboratory practices. In additiur clinical trials must be conducted with prodmanufactured under the FDACurrent Goa
Manufacturing Practices, or cGMP, regulations. @ilure or the failure of our contract manufactgré any are involved in the process, to cor
with these regulations may require us to repeatadl trials, which would delay the regulatory apyal process.

If third parties do not successfully carry out thdities under their agreements with us, if theliuar accuracy of the data they obtail
compromised due to failure to adhere to our clinm@tocols or regulatory requirements, or if thetherwise fail to comply with clinical tri
protocols or meet expected deadlines, our clintoals may not meet regulatory requirements. If alinical trials do not meet regulatc
requirements or if these third parties need togpéaced, our clinical trials may be extended, dafaguspended or terminated. If any of these €
occur, we may not be able to obtain regulatory eygdrof our product candidates, which could havaaerial adverse effect on our result
operations, financial condition and growth prospect
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The illegal distribution and sale by third partiesf counterfeit versions of our products or of stolgroducts could have a negative impact on
reputation and a material adverse effect on our Iness, results of operations and financial conditio

Third parties could illegally distribute and setunterfeit versions of our products, which do naetnthe rigorous manufacturing
testing standards that our products undergo. Cdeittgoroducts are frequently unsafe or ineffectiamd can be liféhreatening. Counterfi
medicines may contain harmful substances, the womsg of the active pharmaceutical ingredient oactive pharmaceutical ingredients at
However, to distributors and users, counterfeitpats may be visually indistinguishable from théhautic version.

Reports of adverse reactions to counterfeit druggereased levels of counterfeiting could matérialffect patient confidence in t
authentic product. It is possible that adverse &sveaused by unsafe counterfeit products will rkistdy be attributed to the authentic produc
addition, thefts of inventory at warehouses, plamthile intransit, which are not properly stored and whiaghsold through unauthorized chan
could adversely impact patient safety, our repoiteéind our business.

Public loss of confidence in the integrity of phawautical products as a result of counterfeitintheft could have a material adverse e
on our business, financial position and resultsperations.

We are dependent on a small number of suppliersdar raw materials that we use to manufacture ourogucts and interruptions in our supp
chain could materially and adversely affect our bosss.

We typically purchase the ingredients, other materand supplies that we use in the manufacturfnguo products, as well as cert
finished products, from a small number of foreigml @omestic suppliers. The FDA requires identif@aof raw material suppliers in applicatit
for approval of drug products. If raw materials v@mnavailable from a specified supplier or the #ieppvas not in compliance with FDA or otl
applicable requirements, the FDA approval of a saepplier could delay the manufacture of the druglived. As a result, there is no guarante:
will always have timely and sufficient access toequired raw material or other product. In additisome materials used in our products
currently available from only one supplier or aitied number of suppliers. Generally, we would nasdnuch as 18 months to find and qual
new sole-source supplier. If we receive less thiae year's termination notice from a seledrce supplier that it intends to cease supplydmw
materials, it could result in disruption of ourlépito produce the drug involved. Further, a dligant portion of our raw materials may be avaié
only from foreign sources. Foreign sources canubgest to the special risks of doing business ahrecluding:

. greater possibility for disruption due to transptidth or communication problems;

. the relative instability of some foreign governnmeeahd economies;

. interim price volatility based on labor unrest, eré&ls or equipment shortages, export duties,icistis on the transfer of fun
or fluctuations in currency exchange rates; and

. uncertainty regarding recourse to a dependablé $yggem for the enforcement of contracts and atigéits.

Those of our raw materials that are available franimited number of suppliers are BendroflumettdaziChloroquine, Colestip:
Demeclocycline, DigoxinFlavoxate, Methyltestosterone, Nadolol, Orphenagriferbutaline and Klucel, all of which are actpiearmaceutici
ingredients except Klucel, which is an excipienedisn several product formulations. The manufacturof two of these products, Form
Laboratories, Ltd. and a division of Ashland, Inare solesource suppliers. While none of the active ingnediés individually significant to o
business, the excipient, while not covered by gkuagreement, is utilized in a number of signifitaroducts, it is manufactured for a numbe
industrial applications and supplies have beenilgeadailable. Only one of the active ingrediergsovered by a longerm supply agreement a
while we have experienced occasional interruptiorsupplies, none has had a material effect oroparations.

Many thirdparty suppliers are subject to governmental reguiand, accordingly, we are dependent on the atgyl compliance of the
third parties. We also depend on the strength,reeédility and terms of our various contracts wviliese thirdgarty suppliers. We also rely
complex shipping arrangements throughout the varfaailities of our supply chain spectrum. Custartearance and shipping by land, air or
routes rely on and may be affected by factorsahanot in our full control or are hard to predict.

Any inability to obtain raw materials on a timelgdis, or any significant price increases which ocafie passed on to customers, ¢
have a material adverse effect on us.
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Certain of our products use controlled substancts availability of which may be limited by the DE#&nd other regulatory agencies.

We utilize controlled substances in certain of ourent products and products in development aacetore must meet the requirement
the Controlled Substances Act of 1970 and theadlatgulations administered by the DEA in the Swell as similar laws in other count
where we operate. These laws relate to the mamuégcthipment, storage, sale and use of contrellfdtances. The DEA and other regule
agencies limit the availability of the active indients used in certain of our current products pratiucts in development and, as a result
procurement quota of these active ingredients naiype sufficient to meet commercial demand or ceteptlinical trials. We must annually ap
to the DEA and other regulatory agencies for prement quota in order to obtain these substanceg.d&fay or refusal by the DEA or st
regulatory agencies in establishing our procurenggiata for controlled substances could delay op star clinical trials or product launches
could cause trade inventory disruptions for thosmdpcts that have already been launched, whichdcballe a material adverse effect on
business, results of operations and financial ¢mrdi

We may be subject to disruptions or failures in oinformation technology systems and network infrasttures that could have a materi
adverse effect on our business.

We rely on the efficient and uninterrupted operatd complex information technology systems andwoet infrastructures to operate
business. We also hold data in various data céamtéities upon which our business depends. A ¢iam, infiltration or failure of our informatic
technology systems or any of our data centers st of software or hardware malfunctions, systemplementations or upgrades, comp
viruses, thirdparty security breaches, employee error, theft muse, malfeasance, power disruptions, naturaktliss or accidents could ca
breaches of data security, loss of intellectualpprty and critical data and the release and misgption of sensitive competiti
information. Any of these events could resulthia toss of key information, impair our productiordaupply chain processes, harm our compe
position, cause us to incur significant costs tnedy any damages and ultimately materially and a@¥e affect our business, results of opera
and financial condition.

While we have implemented a number of protectivasoees, including firewalls, antivirus, patchesadancryption, log monitors, routi
backups with offsite retention of storage media, systmdits, data partitioning, routine password madiions and disaster recovery procedi
such measures may not be adequate or implemerdpdrpy to prevent or fully address the adverseceffé such events.

We may be adversely affected by alliance, collaliora supply, or license and distribution agreemsme enter into with other companies.

We have entered into several alliance, collabonatsuipply or license and distribution agreements wéspect to certain of our prodt
and services and may enter into similar agreementhe future. These arrangements may require ueeltoquish rights to certain of c
technologies or product candidates, or to gramnkes on terms that ultimately may prove to bewanéble to us. Relationships with allial
partners may also include risks due to regulateguirements, incomplete marketplace informatiomeirories, and commercial strategies of
partners, and our agreements may be the subjemintfactual disputes. If we or our partners aresusicessful in commercializing the prodi
covered by the agreements, such commercial fatloudd adversely affect our business.

Pursuant to a license and distribution agreemetht an unrelated third party pharmaceutical compamyare dependent on such comg
to supply us with product that we market and seltj we may enter into similar agreements in theréutAny delay or interruption in the supply
product under such agreements could curtail orydala product shipment and adversely affect oueneres, as well as jeopardize our relation:
with our customers.
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We depend on qualified scientific and technical eloyees and are increasingly dependent on our dirsates force and our limited resource
may make it more difficult to attract and retain ¢#se personnel.

Because of the specialized scientific nature of lousiness, we are highly dependent upon our ahitgontinue to attract and ret
qualified scientific and technical personnel. We aot aware of any pending, significant lossesc@rgific or technical personnel. Loss of
services of, or failure to recruit, key scientiiad technical personnel, however, would be sigaifity detrimental to our produdevelopmer
programs. As a result of our small size and lichfieancial and other resources, it may be diftiéaf us to attract and retain qualified officersd
qualified scientific and technical personnel.

In addition, marketing of the Zomig@roducts pursuant to our Distribution, License, Elepment and Supply Agreement with AstraZel
and future marketing of any internally developedriated products approved by the FDA requires anlccuiitinue to require much greater use
direct sales force compared to marketing of ourb@lgroducts. Our ability to realize significamvenues from marketing and sales activ
depends on our ability to attract and retain gigaliales personnel. Competition for qualifiecesglersonnel is intense. Any failure to attra
retain qualified sales personnel or to enter ihicdtparty arrangements on favorable terms for retract sales force could negatively impact
sales revenue and have a material adverse effemirdmusiness, results of operations and finamciadition.

We have entered into employment agreements withesecutive officers and certain other key employddsder the employme
agreements, the employee may terminate his orrhplogment upon 60 days prior written notice to Bdl. of our other key personnel are emplo
on an atwill basis with no formal employment agreements. echase a life insurance policy as an employeefiiefor Dr. Hsu, but do n
maintain “Key Man” life insurance on any executives
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We are subject to significant costs and uncertag#tirelated to compliance with the extensive regioias that govern the manufacturin
labeling, distribution, and promotion of pharmaceigtl products as well as environmental, safety amehlth regulations.

The manufacturing, distribution, processing, foratign, packaging, labeling and advertising of owodocts are subject to extens
regulation by federal agencies, including the FDEA, FTC, Consumer Product Safety Commission andrBnmental Protection Agency, amc
others. We are also subject to state and locad,laggulations and agencies in California, Pen@syés and elsewhere, as well as the laws
regulations of Taiwan. Compliance with these ratiohs requires substantial expenditures of timeney and effort in such areas as produt
and quality control to ensure full technical coraptie. Failure to comply with FDA and other goveemtal regulations can result in fin
disgorgement, unanticipated compliance expendituresall or seizure of products, total or partiasmension of production or distributi
suspension of the FDA's review of NDAs or ANDAsfemement actions, injunctions and civil or crimipaosecution.

For instance, in 2012, we conducted a voluntaryketarithdrawal of our bupropion XL 300 mg produetiich we manufactured and T
Pharmaceuticals USA, Inc. marketed, after the F2fewnined that the product was not therapeuticadjyivalent to the referenced listed d
Wellbutrin XL ® 300 mg.

As discussed above, we received a warning letteténMay 2011 from the FDA related to an on-sil®®FRnspection of our Hayward,
California manufacturing facility conducted betwe@acember 13, 2010 and January 21, 2011 and a E88rfrom the FDA during the quar
ended March 21, 2012 after the FDA completed mspection of our Hayward manufacturing facilitydonnection with the warning letter an
general GMP inspection. We have taken a numbstegfs to thoroughly review our quality control andnufacturing systems and standards
are working with several thirdarty experts to assist us with our review. Thixkwis ongoing and we are committed to improving quality
control and manufacturing practices. We cannoasmired, however, that the FDA will be satisfiethvadur corrective actions and as such
cannot be assured of when the warning letter wiltlpsed out. Unless and until the warning lételosed out, it is possible we may be subje
additional regulatory action by the FDA as a reglflthe current or future FDA observations, inchgliamong others, monetary sanction
penalties, product recalls or seizure, injuncticiesal or partial suspension of production and/mtrdbution, and suspension or withdrawa
regulatory approvals. Additionally, the FDA hadhhield and may continue to withhold approval ofgiag drug applications listing our Haywe
California facility as a manufacturing location fofished dosage forms until these FDA observatamsresolved. Other federal agencies an
customers may take the warning letter into accaumén considering the award of contracts. Any sucfioas could significantly disrupt ¢
business and harm our reputation, resulting in eereh adverse effect on our business, businesaltseof operations and financial condition .

With respect, to environmental, safety and headthisl and regulations, we cannot accurately pretietdutcome or timing of futu
expenditures that we may be required to make ierdmcomply with such laws as they apply to ougragions and facilities. We are also subje
potential liability for the remediation of contaration associated with both present and past hazanrd@aste generation, handling, and disf
activities. We are subject periodically to envimental compliance reviews by environmental, safegnd health regulato
agencies. Environmental laws are subject to chamgewe may become subject to stricter environnhestésmdards in the future and face la
capital expenditures in order to comply with enmim@ental laws.
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We may experience reductions in the levels of reimgdement for pharmaceutical products by governmedraathorities, HMOs or other third-
party payers. Any such reductions could have a miateadverse effect on our business, financial ptieh and results of operations

Various governmental authorities and private heallurers and other organizations, such as HMQsigke reimbursement to consurr
for the cost of certain pharmaceutical productemnd for our products depends in part on the exbewhich such reimbursement is available
addition, thirdparty payers are attempting to control costs bytilng the level of reimbursement for medical progidncluding pharmaceutice
and increasingly challenge the pricing of thesedpots which may adversely affect the pricing of ptwducts. Moreover, health care reform
been, and is expected to continue to be, an arpatiminal and state focus, which could result madoption of measures that could adversely :
the pricing of pharmaceuticals or the amount ahlmirsement available from third-party payers far pneducts.

Reporting and payment obligations under the Medidaiebate program and other government programs ammplex, and failure to comp
could result in sanctions and penalties or we could required to reimburse the government for undayments, which could have a mater
adverse effect on our business.

Medicaid and other government reporting and payrobligations are highly complex and somewhat aminigu State attorneys gent
and the U.S. Department of Justice have broughd suiinstituted investigations against a numbeotb&r pharmaceutical companies for failur
comply with Medicaid and other government reportiifjgations. Our methodologies for making theslewations are complex and the judgm
involved require us to make subjective decisionshghat these calculations are subject to theafigtrors. Government agencies may impose
or criminal sanctions, including fines, penaltiesl ossible exclusion from federal health care g, including Medicaid and Medicare. /
such penalties or sanctions could have a matatiedrae effect on our business, results of opersion financial condition.

Legislative or regulatory programs that may influea prices of prescription drugs could have a maatiadverse effect on our busines

Current or future federal or state laws and reguiatmay influence the prices of drugs and, theegfoould adversely affect the prices
we receive for our products. Programs in existénartain states seek to set prices of all dagdd within those states through the regulatior
administration of the sale of prescription drugspansion of these programs, in particular, stagelivhid programs, or changes required in the
in which Medicaid rebates are calculated under smograms, could adversely affect the price weivectr our products and could have a mat
adverse effect on our business, results of ope&stmd financial condition. Decreases in healtk caimbursements could limit our ability to :
our products or decrease our revenues.
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Our failure to comply with the legal and regulatomgquirements governing the healthcare industry maasult in substantial fines, sanctions a
restrictions on our business activities.

Our practices and activities related to the satesmaarketing of our products, as well as the pgohour products, are subject to exten
regulation under U.S. federal and state healthstateites and regulations intended to combat fraddahuse to federal and state healthcare pa
programs, such as Medicare and Medicaid, Tri-C&EAMPUS, and Department of Defense programs. Thass include the federal Anti-
Kickback Statute, the federal False Claims Act, sindlar state laws and implementing regulatioRsr example, the payment of any incentive
healthcare provider to induce the recommendationunfproduct or the purchase of our products rensdle under a federal or state proc
would be considered a prohibited promotional pecactunder these laws. Similarly, the inaccurateontépy of prices leading to inflat
reimbursement rates would also be considered atigal of these laws. These laws and regulatioasaforced by the U.S. Department of Jus
the U.S. Department of Health and Human Servicéf&;eof Inspector General, state Medicaid Fraudt&Jand other state enforcement agencies.

Violations of these laws and regulations are puatigh by criminal and civil sanctions, including stamtial fines and penal sanctions, suc
imprisonment. It is common for enforcement agendie initiate investigations into sales and marigtpractices, as well as pricing practi
regardless of merit. These types of investigatiamd any related litigation can result in: (i) largxpenditures of cash for legal fees, paymet
penalties, and compliance activities; (ii) limitats on operations, (iii) diversion of managemesbueces, (iv) injury to our reputation and
decreased demand for our products.

While we believe that our practices and activitielated to sales and marketing, and the pricingusfproducts, are in compliance v

these fraud and abuse laws, the criteria for canpé are often complex and subject to change aedpmetation. An investigation by
enforcement agency could have a material and agleffesct on our business, results of operationdfiaadcial condition.
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We have entered into, and anticipate entering intmntracts with various U.S. government agenciénfavorable provisions in governme
contracts, some of which may be customary, may haum business, financial condition and operatingselts.

Government contracts customarily contain provisitres give the government substantial rights andegies, many of which are |
typically found in commercial contracts, includipgpvisions that allow the government to:

« suspend or debar the contractor from doing busiwékshe government or a specific government agenc
« terminate existing contracts, in whole or in péot,any reason or no reason;

« reduce the scope and value of contracts;

« change certain terms and conditions in contracts;

« claim rights to products, including intellectuabperty, developed under the contract;

« take actions that result in a longer developmemeline than expected;

« direct the course of a development program in am@anot chosen by the government contractor;

» audit and object to the contractor’s contract-eglatosts and fees, including allocated indirects;@nd

« control and potentially prohibit the export of ttentractor’s products.

Generally, government contracts contain provisipesmitting unilateral termination or modificatiom whole or in part, at tt
governmens convenience. Under general principles of govenmmentracting law, if the government terminatesoatract for convenience, 1
terminated company may recover only its incurredammitted costs, settlement expenses and profitark completed prior to the termination.

If the government terminates a contract for defabk defaulting company is entitled to recoverteascurred and associated profits
accepted items only and may be liable for excestscocurred by the government in procuring undebd items from another source. S
government contracts grant the government the tighise, for or on behalf of the U.S. governmeny, gechnologies developed by the contre
under the governmemontract. If we were to develop technology undeoatract with such a provision, we might not beeata prohibit thir
parties, including our competitors, from using ttesthnology in providing products and servicesh®dovernment.

As a government contractor, we may also becomeesuldp periodic audits and reviews. As part of augh audit or review, tl
government may review the adequacy of, and our tamge with, our internal control systems and fel¢ including those relating to «
purchasing, property, compensation and/or managemfmrmation systems. In addition, if an auditreview uncovers any improper or ille
activity, we may be subject to civil and criminarnalties and administrative sanctions, includimgteation of our contracts, forfeiture of prof
suspension of payments, fines and suspension aihition from doing business with the governmente Wbuld also suffer serious harm to
reputation if allegations of impropriety were maginst us.
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Legislative or regulatory reform of the healthcasystem in the United States may harm our future iness.

Healthcare costs have risen significantly overghet decade. On March 23, 2010, President Obagnadsithe Patient Protection al

Affordable Care Act” (P.L. 111-148) and on March 2010, the President signed the "Health Care ahat&iion Reconciliation Act" (P.L. 111-

152), collectively commonly referred to as the “Hleeare Reform Law'which, among other things, requires most individua have heal
insurance, effective January 1, 2014, establiskesnegulations on health plans (with the earlidstnges for certain benefits beginning with |
years commencing after September 23, 2010), cr@aasnce exchanges (effective January 2014) mpdses new requirements and chang
reimbursement or funding for healthcare provideiesyice manufacturers and pharmaceutical compamigb the earliest changes effective
March 23, 2010) and other changes staged in thereafhe Healthcare Reform Law imposes additioegLirements and obligations upon
company, which, to a certain extent, will dependruthe mix of products we sell. These changesiiteglamong other things:

« revisions to the Medicaid rebate program by: (ajeasing the rebate percentage for branded dregsmiied after December 31, 2
to 23.1% of the average manufacturer price ("AMRA)th limited exceptions, (b) increasing the rebftr outpatient generic, multif
source drugs dispensed after December 31, 2008%o0df AMP; (c) changing the definition of AMP; a(d) extending the Medica
rebate program effective January 1, 2011 to Medioanaged care plans, with limited exception;

« the imposition of annual fees upon manufactureiisnporters of branded prescription drugs, whictsfedl be in amounts determin
by the Secretary of Treasury based upon markee sirat other data;

« providing a 50% discount on brand-name prescrigtfidled in the Medicare Part D coverage gap beigimim 2011;

« imposing increased penalties for the violationrafifl and abuse laws and funding for anti-fraud/giets; and

« creating a new pathway for approval of biosimilaldgical products and granting an exclusivity pdrbf 12 years for branded di
manufacturers of biological products before biotmproducts can be approved for marketing in th®.Land

« expands the definition of “covered entitigbat purchase certain outpatient drugs in the 320Ry Pricing Program of Section 340E
the Public Health Service Act.

While the aforementioned Healthcare Reform Law fnayease the number of patients who have insurameerage for our products, st
insurance mandate does not commence until Jan@d®, 2nd the Healthcare Reform Law also restrustpeyments to Medicare managed
plans and reduces reimbursements to many instititicustomers. Accordingly, the timing on the msice mandate, the change in the Med
rebate levels, the additional fees imposed upon aampany if it markets branded drugs, other compkaobligations, and the redu
reimbursement levels to institutional customers mesplt in a loss of revenue and could adversdbcabur business. In addition, the Health
Reform Law contemplates the promulgation of sigaifit future regulatory action which may also furthiect our business.

We depend on our intellectual property, and our fué success is dependent on our ability to proteat intellectual property and not infringe ¢
the rights of others.

We believe intellectual property protection is impat to our business and that our future succelgl@pend, in part, on our ability
maintain trade secret protection and operate withmdtinging on the rights of others. We cannotuaesyou that:

« any of our future processes or products will bepable;

« our processes or products will not infringe upaom platents of third parties; or

« we will have the resources to defend against clsagfepatent infringement by third parties or totpobd our own rights agair
infringement by third parties.

We rely on trade secrets and proprietary knowledgated to our products and technology which weegaly seek to protect |

confidentiality and nomlisclosure agreements with employees, consultdicensees and pharmaceutical companies. If theseeagnts a
breached, we may not have adequate remedies fdsreagh, and our trade secrets may otherwise bekpaven by our competitors.
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We are subject to potential product liability clagithat can result in substantial litigation costsd liability.

The design, development and manufacture of phamumiaeé products involve an inherent risk of prodiiability claims and associat
adverse publicity. Product liability insurance emage is expensive, difficult to obtain, and maybmavailable in the future on acceptable termr
at all. Although we currently carry $50.0 milliaf such insurance, we believe that no reasonababof insurance can fully protect agains
such risks because of the potential liability irdrgrin the business of producing pharmaceuticadyets for human consumption.

We face risks relating to our goodwill and intandés.

At December 31, 2012, our goodwill, which was aradly generated as a result of the December 199genef Global Pharmaceutic
Corporation and Impax Pharmaceuticals, Inc., wagsagmately $27.6 million, or approximately 3% dfratotal assets, and the carrying valu
our intangible assets, composed primarily of thenigo® and Tolmar product rights acquired by us pursuarthé AZ Agreement and the Tolr
Agreement, respectively, was approximately $48.Manj or approximately 6% of our total assets. Way never realize the value of our good
and intangibles. We will continue to evaluate, oregular basis, whether events or circumstances baeurred to indicate all, or a portion, of
carrying amount of goodwill or intangible assetsynma longer be recoverable, in which case an impeit charge to earnings would beci
necessary. Although as of December 31, 2012, dhying value of our goodwill and intangible assetss not impaired based on our assess
performed in accordance with accounting princigleserally accepted in the U.S. (“GAAP”), any sugtufe determination requiring the writéf
of a significant portion of the carrying value afragoodwill or intangible assets could have a nialterdverse effect on our business, resul
operations and financial condition.

Changes in tax regulations and varying applicati@mnd interpretations of these regulations could rdisin an increase in our existing and futu
tax liabilities.

We have potential tax exposures resulting fromviliging application of statutes, regulations aneérpretations, including exposures v
respect to manufacturing, research and developmarketing, sales and distribution functions. Aligb our arrangements are based on acc
tax standards, tax authorities in various jurisdic including the United States may disagree waittl subsequently challenge the amount of p
taxed, which may increase our tax liabilities amdild have a material adverse effect on our busjmessilts of our operations and finan
condition.

If we are unable to manage our growth, our busines#| suffer.

We have experienced rapid growth in the past skyeas and anticipate continued rapid expansiothénfuture. The number of ¢
ANDAs pending approval at the FDA has increasednfi»4 at December 31, 2008 to 50 at February 8, .20h8 growth has required us
expand, upgrade, and improve our administrativeratpnal, and management systems, internal cantnodl resources. We anticipate additi
growth in connection with the expansion of our nfanturing operations, development of our brawagre products, and our marketing and :
efforts for the products we develop. Although vammot assure you that we will, in fact, grow asexpect, if we fail to manage growth effectiv
or to develop a successful marketing approach,baisiness and financial results will be materialgrrhed. We may also seek to expand
business through complementary or strategic adouisi of other businesses, products or assetfirough joint ventures, strategic agreemen
other arrangements. Any such acquisitions, joimtwess or other business combinations may invalyeificant integration challenges, operatic
complexities and time consumption and require sutiitl resources and effort. It may also disrupt @ngoing businesses, which may advel
affect our relationships with customers, employeegulators and others with whom we have businessher dealings. Further, if we are unabl
realize synergies or other benefits expected tolré®m any acquisitions, joint ventures or otlbeisiness combinations, or to generate addit
revenue to offset any unanticipated inability talize these expected synergies or benefits, ounthrand ability to compete may be impai
which would require us to focus additional resoaroe the integration of operations rather than rogiiefitable areas of our business, and
otherwise cause a material adverse effect on ainess, results of operations and financial cooaliti
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We may make acquisitions of, or investments in, gdementary technologies, businesses or productsicivimay be on terms that are r
commercially advantageous, may require addition&ld or equity financing, and may involve numerousks, including the risks that we may
unable to integrate the acquired business succelgfand that we may assume liabilities that advdysaffect us.

We regularly review the potential acquisition ofhaologies, products, product rights and compleargrtusinesses. We may choos
enter into such transactions at any time. None#iselwe cannot provide assurance that we will letalidentify suitable acquisition or investm
candidates. To the extent that we do identify @datds that we believe to be suitable, we cannotige assurance that we will be able to n
such acquisitions or investments on commerciallypathgeous terms or at all.

If we make any acquisitions or investments, we firggnce such acquisitions or investments throughcash reserves, debt financing
by issuing additional equity securities, which abdllute the holdings of our thexisting stockholders. If we require financing, @anot provid
assurance that we will be able to obtain requinedniting when needed on acceptable terms or afAal. such acquisitions or investments c«
also result in an increase in goodwill, intangiasets and amortization expenses that could uélynaegatively impact our profitability. If theif
value of our goodwill or intangible assets is defi@ed at some future date to be less than its decoralue, a charge to earnings ma
required. Such a charge could be in an amounighmaterial to our business, results of operatandfinancial condition.

Additionally, acquisitions involve numerous riskacluding difficulties in assimilating the persomneperations and products of
acquired companies, the diversion of managerseatténtion from other business concerns, riskentéring markets in which we have limited o
prior experience, and the potential loss of key legg®es of the acquired company. There may be apdretween our products or customers
those of an acquired entity that may create cdsfiic relationships or other commitments detrimetdahe integrated businesses. As a resi
acquiring businesses, we may incur significant dagtion costs, including substantial fees for ibwesit bankers, attorneys, accountants
financial printing. Any acquisition could result our assumption of unknown and/or unexpected,gpertimaterial liabilities. Additionally, in a
acquisition agreement, the negotiated representgtiwarranties and agreements of the selling gantiay not entirely protect us, and liabili
resulting from any breaches could exceed negotiatkmnity limitations.
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The terms of our revolving credit facility impos@&ncial and operating restrictions on us.

We have a revolving credit facility in the aggregatincipal amount of $50 million. Our revolvingedit facility contains a number
negative covenants that limit our ability to engagectivities. These covenants limit or restrarpong other things, our ability to:

incur additional indebtedness and grant liens setas

« make certain investments and restricted paymemtiifling the ability to pay dividends and repurehsmck);
« undertake certain acquisitions or sell certaintassed

« enter into certain transactions with our affiliates

These limitations and restrictions may adversefecafour ability to finance our future operations aapital needs or engage in o
business activities that may be in our best intereSurther, the revolving credit facility subjects to various financial covenants which requa
to maintain certain levels of debt ratios and limit capital expenditures.

Our ability to borrow under the revolving bank fdgiis subject to compliance with the negative diméncial covenants. If we breach i
of the covenants in our revolving credit facilitye may be in default under our revolving creditilfgc If we default, our borrowings under t
revolving credit facility could be declared due grayable, including accrued interest and other. fees

There are inherent uncertainties involved in estites, judgments and assumptions used in the pregaradf financial statements in accordan
with GAAP. Any future changes in estimates, judgmenand assumptions used or necessary revisions frior pestimates, judgments
assumptions could lead to a restatement of our flesu

The consolidated financial statements includedhis Annual Report on Form 1K-are prepared in accordance with GAAP. This inee
making estimates, judgments and assumptions tfettaéported amounts of assets (including intdegissets), liabilities, revenues, expense:
income. Estimates, judgments and assumptions rdmerantly subject to change in the future and aegessary revisions to prior estima
judgments or assumptions could lead to a restatenfery such changes could result in correspondimgnges to the amounts of assets (inclt
goodwill and other intangible assets), liabilitiesyenues, expenses and income.

If we fail to maintain an effective system of intasl control over financial reporting, we may not bable to accurately report our financi
results, timely file our periodic reports, maintaiour reporting status or prevent fraud.

Our management or our independent registered palsliounting firm may identify material weaknessesour internal control ov
financial reporting in the future. The existendeénternal control material weaknesses may resutiurrent and potential stockholders and allii
and collaboration agreemenfsrtners losing confidence in our financial repatiwhich could harm our business, the market mfaeur commo
stock, and our ability to retain our current, otasb new, alliance and collaboration agreementghgas.

In addition, the existence of material weaknesseasir internal control over financial reporting meffect our ability to timely file period
reports under the Exchange Act. Although we rentkdigy past accounting issues and do not believidasiatcounting problems are likely to rec
an internal control material weakness may devetoté future and affect our ability to timely fibeir periodic reports. The inability to timely 1
periodic reports under the Exchange Act could taaithe SEC revoking the registration of our commnstock, which would prohibit us from listi
or having our stock quoted on any public marketsTdould have an adverse effect on our businesstalt price by limiting the publicly availal
information regarding us and greatly reducing thiita of our stockholders to sell or trade our aoon stock.
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Terrorist attacks and other acts of violence or waiay adversely affect our business.

Terrorist attacks at or nearby our facilities inyMard, California, Philadelphia, Pennsylvania, or manufacturing facility in Taiwan m
negatively affect our operations. While we do hetieve that we are more susceptible to such atdwkn other companies, such attacks ¢
directly affect our physical facilities or thoseafr suppliers or customers and could make thep@ntation of our products more difficult and rr
expensive and ultimately affect our sales.

We carry insurance coverage on our facilities gletyand in amounts that we believe are in line witherage customarily obtained
owners of similar properties. We continue to manthe state of the insurance market in generalthedscope and cost of coverage for ac
terrorism in particular, but we cannot anticipateaivcoverage will be available on commercially ceable terms in future policy years. Curret
we carry terrorism insurance as part of our prgpanid casualty and business interruption cover#éfigee experience a loss that is uninsured or
exceeds policy limits, we could lose the capitaksted in the damaged facilities, as well as thigipated future net sales from those facilities.

Because of the location of our manufacturing andsearch and development facilities, our operatiormutd be interrupted by an earthquake
be susceptible to climate changes.

Our corporate headquarters in California, manufamjuoperations in California and Taiwan, and resieaand development activit
related to process technologies are located nepor rearthquake fault lines. Although we have otfagilities, we produce a substantial portiol
our products at our California facility. A disrignt at these California facilities due to an eauthkp, other natural disaster, or due to cli
changes, even on a sheetm basis, could impair our ability to produce afip products to the market on a timely basisaddition, we coul
experience a destruction of facilities which wobklcostly to rebuild, or loss of life, all of whiclould materially adversely affect our business
results of operations.

We presently carry $10.0 million of earthquake cage which covers all of our facilities on a worlde basis. We carry an additio
$40.0 million of earthquake coverage specificatly dur California facilities. We believe the aggaggamount of earthquake coverage we curr
carry is appropriate in light of the risks; howevtlre amount of our earthquake insurance coverage not be sufficient to cover losses fi
earthquakes. We may discontinue some or all af ittdurance coverage in the future if the costrefrpums exceeds the value of the cove
discounted for the risk of loss. If we experierscéoss that is uninsured or that exceeds policytdinwe could lose the capital invested in
damaged facilities, as well as the anticipatedrunet sales from those facilities.
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ltem 1B. Unresolved Staff Comments
Not applicable.

Item 2. Properties

Our primary properties consist of a leased 45,@00ts corporate headquarter facility, an owned88, sq. ft. research and developn
center and an owned 50,000 sg. ft. manufacturinijtfa all located in Hayward, California; a 118 sq. ft. packaging and warehousing fac
located in Philadelphia, Pennsylvania, also ownedd) and a leased 44,000 sq. ft. facility locéteNew Britain, Pennsylvania, which houses s.
marketing and administration personnel and alseeseas our distribution center. In addition, wencav19,000 sq. ft. office building contain
additional administrative and laboratory facilitiss Hayward, a 50,400 sq. ft. warehouse buildingHeyward, and a 13,300 sq. ft. building
Hayward which houses additional administrative supgtaff. We also lease two additional facilitiaggregating 76,180 sq. ft. in Hayw:
California, which are utilized for additional resefa and development, administrative services andpetgnt storage. The expiration dates of t
lease agreements range between March 31, 2014 ecelriber 31, 2015. We also own a 100,000 sqg. fwfaaturing facility in Taiwan. O
properties are generally used to support the opesabf both the Global Division and the Impax Bien.

In our various facilities we maintain an extensieguipment base that includes new or recently rddondd equipment for tt
manufacturing and packaging of compressed tabbested tablets, and capsules. The manufacturingresehrch and development equipr
includes mixers and blenders for capsules and tigbdeitomated capsule fillers, tablet pressesjcameduction, sifting equipment, and ta
coaters. The packaging equipment includes filleottoners, cappers, and labelers. We also maitwairwell equipped, modern laboratories use
perform all the required physical and chemicalitgsiof our products. We also maintain a broad ¥grigf material handling and cleani
maintenance, and support equipment. We own suimtgrall of our manufacturing equipment and beédtis well maintained and suitable for
requirements.

We maintain property and casualty and businessrition insurance in amounts we believe are sefiicand consistent with practices
companies of comparable size and business.

Item 3. Legal Proceedings
Information pertaining to legal proceedings canfdiend in “ltem 15. Exhibits and Financial Statem&ahedules Note 19. Legal ar
Regulatory Matters” and is incorporated by refeesherein.

Item 4. Mine Safety Disclosures
Not applicable.
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PART II
Item 5. Market for Registrant’'s Common Equity, Related Sto&holder Matters and Issuer Purchases of Equity Sedaities

Stock Price
Our common stock is traded on the NASDAQ Global kéaunder the symbol "IPXL". The following tablets forth the high and Ic
sales prices for our common stock as reported @N#SDAQ Global Market, as follows:

Price Range
per Share
High Low
Year Ending December 31, 2012
First Quarter $ 25.0C $ 18.4(
Second Quarter $ 25.3¢ $ 19.2¢
Third Quarter $ 26.8¢ $ 19.27
Fourth Quarter $ 2728 $ 19.4¢
Year Ending December 31, 2011
First Quarter $ 26.1¢ $ 20.01
Second Quarter $ 28.7F $ 20.0(
Third Quarter $ 2201 $ 14.4¢
Fourth Quarter $ 20.7¢ $ 16.5(

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN
AMONG IMPAX LABORATORIES, INC., RUSSELL 2000 INDEX AND
DOW JONES U.S. PHARMACEUTICALS INDEX

250
==|mpax Laboratories, Inc.
200 == Russell 2000 Index
(— 4]
==[] US Pharmaceuticals Index
r
&2l 150
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—
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O 100 *
=
) o
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12/31/2007 5/23/2008 12/31/2008 1/14/2009 12/31/2009 12/31/2010 12/31/2011 12/31/2012

ASSUMES 5100 INVESTED ON DECEMBER 31, 2007
ASSUMES DIVIDEND REINVESTED
FISCALYEAR ENDED DECEMBER 31, 2012

This performance graph shall not be deemed "siolicimaterial” or to be "filed" with the Securitiesxd Exchange Commission
purposes of Section 18 of the Securities ExchangeoR1934, as amended, or the Exchange Act, aratbe subject to the liabilities under 1
Section, and shall not be deemed to be incorpoiayetference into any filing of Impax Laboratoriésc. under the Securities Act of 1933
amended, or the Exchange Act.

Holders

As of February 15, 2013, there were approximat2ds holders of record of our common stock, solely bageoh the count our trans
agent provided us as of that date.
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Dividends

We have never paid cash dividends on our commak stod have no present plans to do so. Our cup@ity is to retain all earnings,
any, for use in the operation of our business. @dgnent of future cash dividends, if any, will lidtee discretion of the Board of Directors and
be dependent upon our earnings, financial conditiapital requirements and other factors as thedofDirectors may deem relevant. Our cr
agreement with Wells Fargo prohibits the paymentiwifiends without the consent of Wells Fargo.

Unregistered Sales of Securities

There were no sales of unregistered securitienglthie year ended December 31, 2012.

Purchases of Equity Securities by the Issuer

The following table provides information regardithg purchases of our equity securities by us dutiegquarter ended December 31,

2012.
Maximum
Total Number (or
Number of  Approximate
Shares (or  Dollar Value)
Units) of Shares (or
Purchased a«  Units) that
Total Part of May Yet Be
Number of Average Publicly Purchased
Shares (or Price Paid Announced Under the
Units) Per Share (o1 Plans or Plans or
Period Purchased(1 Unit) Programs Programs
October 1, 2012 to October 31, 2012 103,09¢ $ 24.3i — —
November 1, 2012 to November 30, 2( - - - -
December 1, 2012 to December 31, 2012 2,06¢ $ 20.4¢ — —
Total 105,16¢ $ 24.0( — —

(1) Represents shares of our common stock that we tcteépring the indicated periods as a tax withimgdrom certain of our employees
connection with the vesting of shares of restrictimtk pursuant to the terms of our Amended andaRss 2002 Equity Incentive Plan (

“2002 Plan”).
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Equity Compensation Plans

The following table details information regardingr@xisting equity compensation plans as of Dece@bg2012:

Number of
Securities
Remaining
Available for
Number of Future
Securities to Weighted Issuance
be Issued Average Under Equity
Upon Exercise = Compensatior
Exercise of Price of Plans
Outstanding  Outstanding  (Excluding
Options, Options, Securities
Warrants Warrants reflected in
and Rights and Rights  Column (a))
Plan Category (a) (b) (c)
Equity compensation plans approved by securitydrsid 4,177,22(1) $ 12.7 1,855,77.
Equity compensation plans not approved by sechotglers 191,62(2)
4,177,22.  $ 12.72 2,047,39

Total:

(1) Represents options issued pursuant to@f2 Plan, and the Impax Laboratories Inc. 1999 fydocentive Plan.

(2) Represents 191,622 shares of common sta@lable for future issuance under the Impax Latwes, Inc. 2001 NoiQualified Employe

Stock Purchase Plan.

See “Item 15. Exhibits and Financial Statement Soles — Note 13. Employee Benefit Plans and NoteShére Based Compensation,

for information concerning our employee benefitngl@and equity compensation plans.




Item 6. Selected Financial Data

The following selected financial data should bedréagether with our consolidated financial stateteeand accompanying consolide
financial statement footnotes and “Management’si¥sion and Analysis of Financial Condition anduRsf Operationsappearing elsewhere
this Annual Report on Form 1K- The selected consolidated financial statemetd @athis section are not intended to replace aansolidate
financial statements and the accompanying congelidinancial statement footnotes. Our historicalsolidated financial results are not necess
indicative of our future consolidated financialuks.

The selected financial data set forth below aré/ddrfrom our consolidated financial statementse €hnsolidated statements of operat
data for the years ended December 31, 2012, 204 P@10 and the consolidated balance sheet dath@ecember 31, 2012 and 2011 are det
from our audited consolidated financial statemeémttuded elsewhere in this Annual Report on ForrrK10These audited consolidated finan
statements include, in the opinion of managemdhtadjustments necessary for the fair presentatibrour financial position and results
operations for these periods.

For the Years Ended December 31,
($ in 000s, except per share data) 2012 2011 2010 2009 2008

Statements of Operations Data:

Total revenues $ 581,69. 512,91¢ 879,50¢ $ 358,40¢ $ 210,07:
Research and development 81,32( 82,70: 86,22 63,27 59,231
Total operating expenses 199,56 158,68« 145,93¢ 117,68 114,17¢
Income from operations 82,99; 99,61: 393,32 70,41 3,92:
Net income 55,87: 65,49: 250,41t 50,06 15,98°
Net income per sha— basic 0.8t 1.0z 4.04 0.8¢ 0.27
Net income per sha— diluted 0.82 0.97 3.82 0.8 0.2¢
As of December 31,
(% in 000s) 2012 2011 2010 2009 2008
Balance Sheet Data:
Cash, cash equivalents sherty
investments $ 298,91¢ 346,41« 348,40: $ 90,36¢ 119,98!
Working capital 400,24¢ 443,07- 394,27t 170,14 126,78
Total assets 863,97( 793,85¢ 693,31t 660,75t 514,28
Long-term debt - - - - 5,99(
Total liabilities 172,86° 190,91¢ 185,33: 438,74 354,94.
Retained earnings (deficit) 372,61: 316,74 251,24t 82¢ (49,23))
Total stockholders’ equity 691,10: 602,94 507,98 222,00t 159,34!
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Iltem Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
7.

The following discussion and analysis, as well tieosections in this report, should be read ifjuwmtion with the consolidated financ
statements and related Notes to Consolidated FalaBtatements included elsewhere herein. Allrexfees to years mean the relevantidntt
period ended December 31.

Overview

General

We are a technology based, specialty pharmacegticapany applying formulation and development etiqeras well as our drug delivi
technology, to the development, manufacture ancketialg of controlledrelease and niche generics, in addition to the Idpugent of brande
products. As of February 8, 2013, we marketed d@deric pharmaceuticals, which represent dosagatiears of 37 different pharmaceuti
compounds through our own Global Pharmaceuticalsidn; another 14 of our generic pharmaceuticafgesenting dosage variations of
different pharmaceutical compounds are marketediny alliance and collaboration agreement partndss.of February 8, 2013, we had
applications pending at the FDA, including thremta@ively approved by the FDA, and 25 other proslilctvarious stages of development for w
applications have not yet been filed.

In the generic pharmaceuticals market, we focusefforts on controlled-release generic versionsedécted brandame pharmaceutici
covering a broad range of therapeutic areas anthdpaechnically challenging drudelivery mechanisms or unique product formulation
employ our technologies and formulation expertisedevelop generic products that will reproduce tmand-name produd’ physiologice
characteristics but not infringe any valid pateriating to the brand-name product. We generalbu$oon brandvame products as to which
patents covering the active pharmaceutical ingrediave expired or are near expiration, and we eynplr proprietary formulation expertise
develop controlled-release technologies that danfahge patents covering the brand-name produwmistrolledrelease technologies. We deve
specialty generic pharmaceuticals that we belienesgnt certain competitive advantages, such agufif in raw materials sourcing, comp
formulation or development characteristics or sgielcandling requirements. We have also recenthyaedpd our generic pharmaceutical proc
portfolio to include alternative dosage form progygrimarily through alliance and collaborationegments with third parties.

In the brand-name pharmaceuticals market, we arel@igng products for the treatment of central pes/system (“CNS”"Yisorders. Ot
brandname product portfolio currently consists of ondelastage branded pharmaceutical product candiddtehwwe are developit
internally, RYTARY™ for the treatment of symptonw@fParkinson’s disease, and other developretage projects to which we are applying
formulation and development expertise to develdfedintiated, modified, or controllegiease versions of currently marketed (eithehe.S. o
outside the U.S.) drug substances. We also selpesmiote branded pharmaceutical products develbgeah unrelated thirgarty pharmaceutic
company through our direct sales force. We intendxpand our brandame products portfolio primarily through intermdvelopment and al
through licensing and acquisition.

We operate in two segments, referred to as theb@lBharmaceuticals Division” or “Global Divisioghd the fmpax Pharmaceutic:
Division” or “Impax Division.”

51




The Global Division develops, manufactures, selfg] distributes generic pharmaceutical productsgmily through the following sal
channels: the Global Products sales channel, fes d generic prescription products we sell disett wholesalers, large retail drug chains,
others; the Private Label Product sales channegidoeric pharmaceutical over-the-counter and prgm products we sell to unrelated thipesty
customers who itdrn sell the product to third parties under theim label; the Rx Partner sales channel, for genaeéscription products st
through unrelated thirgarty pharmaceutical entities under their own Ighgkuant to alliance agreements; and the OTC &astles channel, 1
sales of generic pharmaceutical over-the-countedymrts sold through unrelated thpdsty pharmaceutical entities under their own lghekuant t
alliance agreements. We sell our Global Divisioodpicts within the continental United States arel@ommonwealth of Puerto Rico. We haw:
sales in foreign countries. Revenues from Glolatict sales channel and the Private Label Pragales channel are reported under the ca
“Global Product Sales, neifi our consolidated results of operations. We aemerate revenue in our Global Division from reseaanc
development services provided under a joint devatmt agreement with another pharmaceutical compamy we report such revenue undel
caption “Research Partner” revenue in our constitieesults of operations.

The Impax Division is engaged in the developmenpfprietary branded pharmaceutical products thomgprovements to already-
approved pharmaceutical products to address cemtrabus system (CNS) disorders. We have one tatge soranded pharmaceutical pro:
candidate which we are developing internally, RYTR for the treatment of symptomatic Parkinsodisease, for which the NDA was acce
for filing by the FDA in February 2012. In Janyd&013, the FDA issued a Complete Response Letgarding the NDA for RYTARY ™., .
Complete Response Letter is issued by the BD@enter for Drug Evaluation and Research wherrdghiew cycle for a pharmaceutical proc
candidate is complete and the application is notrgady for approval. In the Complete Responseetethe FDA indicated that it requiret
satisfactory renspection of our Hayward manufacturing facility asesult of the warning letter issued to us in &1 before the NDA may
approved by the FDA due to the facilgyinvolvement in the development of RYTARY™ and poipive manufacturing and distribution activit
During the assessment of the NDA, we withdrew oaywiard site as an alternative site of commerciatipction at launch for RYTARY™. V
are currently working with the FDA on the appropgiaext steps for the RYTARY™ NDA and on resolvthg warning letter. The Impax Divisi
also has a number of other product candidatesatieain varying stages of development. In addittbe,Impax Division is engaged in product s
through a direct sales force focused on sellinghgsicians, primarily in the CNS community, phareatical products developed by an unrel
third-party pharmaceutical company pursuant to a DidiobyLicense, Development and Supply Agreemerddifionally, we generate revenue
the Impax Division from research and developmentises provided under a development and licenseesgent with another unrelated thjperty
pharmaceutical company, and we report such reveantiee line item “Research Partneri our consolidated results of operations. Finallg
generate revenue in the Impax Division under a risee Development and Commercialization Agreemeitt \@hother unrelated thingarty
pharmaceutical company, and we report such revienthe line item “Rx Partner” in our consolidatexbults of operations.

We have entered into several alliance, collabonatio license and distribution agreements with respe certain of our products &
services and may enter into similar agreementharfuture. These agreements may require us tageesh rights to certain of our technologie:
product candidates, or to grant licenses on tertishwltimately may prove to be unfavorable to &elationships with alliance and collabora
partners may also include risks due to the faibfrea partner to perform under the agreement, indetmpmarketplace information, inventor
development capabilities, regulatory compliance aeochmercial strategies of our partners and oureageats may be the subject of contrac
disputes. If we, or our partners, are not succéssfeommercializing the products covered by theeagents, such commercial failure cc
adversely affect our business.

Pursuant to a license and distribution agreemeatane@ dependent on an unrelated tipiadty pharmaceutical company to supply us
our authorized generic Adderall XR@&hich we market and sell. We experienced disruptiefated to the supply of our authorized geneddekal
XR® under the license and distribution agreement dwsgh of the years ended December 31, 2012, 2G12Gk0. In November 2010, we fi
suit against the third party supplier of our auibed generic of Adderall XR@r breach of contract and other related claims tdue failure to fil
our orders as required by the license and distdhuigreement. We entered into a settlement agneewith the third party supplier in Febru
2013. If we suffer supply disruptions related tao authorized generic Adderall XRfroduct in the future, our revenues and relatigrskiith ou
customers may be materially adversely affectedthEn, we may enter into similar license and disttion agreements in the future.
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Critical Accounting Policies and Use of Estimates

The preparation of our consolidated financial steets in accordance with accounting principles gadlyeaccepted in the United Sta
(GAAP) and the rules and regulations of the U.Susites & Exchange Commission (SEC) require the afsestimates and assumptions, base
complex judgments considered reasonable, and affeaeported amounts of assets and liabilitiesdislosure of contingent assets and contir
liabilities at the date of the consolidated finahatatements and the reported amounts of reveame€xpenses during the reporting period.
most significant judgments are employed in estisiated in determining values of tangible and intdagssets, legal contingencies, tax asset
tax liabilities, fair value of sharbased compensation related to equity incentive dsvessued to employees and directors, and estimiatss il
applying the Compang’'revenue recognition policy including those reldteaccrued chargebacks, rebates, distributioncsefees, product returt
Medicare, Medicaid, and other government rebatgnaras, shelstock adjustments, and the timing and amount ofrded and recognized revel
and deferred and amortized product manufacturirggsconder the Company's several alliance and avliéibn agreements. Actual results |
differ from estimated results. Certain prior y@amounts have been reclassified to conform to tksemtation for the year ended Decembe
2012.

Although we believe our estimates and assumptiomsessonable when made, they are based upon ifiormavailable to us at the ti
they are made. We periodically review the factoawithg an influence on our estimates and, if necgssadjust such estimates. Althot
historically our estimates have generally beenaealsly accurate, due to the risks and uncertaiiriieslved in our business and evolving ma
conditions, and given the subjective element ofabgmates made, actual results may differ fronmedéed results. This possibility may be gre
than normal during times of pronounced economiatiddl.

Global Product sales, net, and Impax Product sates, We recognize revenue from direct sales in acemelavith SEC Staff Accountil
Bulletin No. 104, Topic 13, "Revenue RecognitiofSAB 104"). We recognize revenue from direct product salesatite title and risk of lo
pass to customers, which is generally when produgtceived by the customer. We establish acgpuedsions for estimated chargebacks, reb
distribution service fees, product returns, shltk and other pricing adjustments in the periodeard the related sales.

Consistent with industry practice, we record anraed provision for estimated deductions for chaagéb, rebates, distribution sen
fees, product returns, Medicare, Medicaid, and rotfsvernment rebate programs, stattiek adjustments, and other pricing adjustmentghd
same period when revenue is recognized. The obgeofi recording provisions for these deductionthattime of sale is to provide a reason
estimate of the aggregate amount we expect to atiity credit our customers. Since arrangementmg@irise to the various sales credits
typically time driven (i.e. particular promotionatiling customers who make purchases of our prtsddaring a specific period of time, to cer
levels of rebates or chargebacks), these deduatigmesent important reductions of the amountsetlvostomers would otherwise owe us for 1
purchases of those products. Customers typicatiggss their claims for deductions in a reasontbigly manner, usually within the establis
payment terms. We monitor actual credit memos tbdoeour customers and compare such actual amaoritee estimated provisions, in
aggregate, for each deduction category to assesg@lsonableness of the various reserves at eadedy balance sheet date. Differences bet
our estimated provisions and actual credits issqwa@ not been significant, and are accounted fohéncurrent period as a change in estime
accordance with GAAP. We do not have the abilitgpecifically link any particular sales credita exact sales transaction and since there
been no material differences, we believe our systenad procedures are adequate for managing ourdsssi An event such as the failure to reg
particular promotion could result in a significatifference between the estimated amount accruedhendctual amount claimed by the custo
and, while there have been none to date, we woudduate the particular events and factors givirsg io any such significant difference
determining the appropriate accounting.
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Chargebacks. We have agreements establishing contract pricesgecified products with some of our indirect toogers, such
managed care organizations, hospitals, and governagencies who purchase our products from drugeshters. The contract prices are Ic
than the prices the customer would otherwise pafieavholesaler, and the difference is referredst@ chargeback, which generally takes the
of a credit memo issued by us to reduce the graks sasmount we invoiced to our wholesaler custoriée. recognize an estimated acci
provision for chargeback deductions at the timeshige the products to our wholesaler customers. pFimeary factors we consider when estima
the accrued provision for chargebacks are the geehnastorical chargeback credits given, the mipmfducts shipped, and the amount of inver
on hand at the major drug wholesalers with whomdeebusiness. We monitor aggregate actual chargetganted and compare them to
estimated accrued provision for chargebacks tosast#ee reasonableness of the chargeback resemachtquarterly balance sheet date.
following table is a roll-forward of the activitpithe chargeback reserve for the years ended Dexe3tihb2012, 2011 and 2010:

As of December 31,

2012 2011 2010
(% in 000s)

Chargeback reserve

Beginning balance $ 22,16 $ 14,91¢ $ 21,44¢
Provision recorded during the period 209,45; 166,50: 181,56¢
Credits issued during the period (213,209 (159,26 (188,09¢)
Ending balance $ 18,41C $ 22,16: $ 14,91¢
Provision as a percent of gross product sales 22% 23% 1%

The aggregate provision for chargebacks, as a peofeyross product sales, decreased slightly f26vhl to 2012 primarily as a resuli
sales of Impax-labeled Zom#), which we began selling during the year ended Deeerilh, 2012, and which carries a lower averagegetac!
amount relative to our other products. The lowsargebacks on Impax-labeled Zorfligvere partially offset by higher chargebacks onssafeou
authorized generic Adderall XR@nd fenofibrate products during the year ended Dbee 31, 2012 which resulted in lower net sellimiggs fol
those products. The lower net selling prices on authorized generic Adderall XR@nd fenofibrate products were the result of inae
competition during the year ended December 31, 20¥Rh respect to our authorized generic Addex&ti® products, in June 2012, an unrel:
pharmaceutical company received FDA approval foormpetitor product to ours and began marketing fveiduct. With respect to our fenofibr
products, in October 2012, an unrelated pharmamdutompany received FDA approval for a competiiarduct to our fenofibrate capsules
began marketing their product. See “Results ofr@mns” below for additional discussion on the impact of authorized generic of Adder
XR® and fenofibrate product sales on our financ@idition.

The lower provision for chargebacks as a percemro$s product sales in 2010 as compared to bdth a6d 2012 was principally t
result of the launch of our tamsulosin product,ekhjenerally resulted in higher gross Global Prodates and carried a lower average charge
credit amount, relative to our other products ghtdugh our Global Divisiors Global Products sales channel, during the yededkDecember 3
2010. We commenced sales of our tamsulosin prooludlarch 2, 2010 and had contractual market ekdtusfor this generic product for tl
succeeding eight weeks, during which we were ablachieve high markethare penetration. Our tamsulosin product sales #fe end of tr
contractual exclusivity period, have not remainédh& level, as additional competing generic vatsiof the product entered the market in
April 2010, and have resulted in both price erosiod reduction of our market-share. See “Restil@pzrations”below for additional discussi
on the impact of tamsulosin and our authorized gemé Adderall XR® product sales on our finanaiahdition.
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Rebates. In an effort to maintain a competitive positionthe marketplace and to promote sales and custoyety, we maintain variol
rebate programs with our customers to whom we ntaslie products through our Global Division Globabé&ucts sales channel. The reb
generally take the form of a credit memo to redineeinvoiced gross sales amount charged to a cestfon products shipped. We recognize
estimated accrued provision for rebate deductioriBeatime of product shipment. The primary fastare consider when estimating the provi
for rebates are the average historical experiehegg@regate credits issued, the mix of productspd and the historical relationship of rebatea
percentage of total gross product sales, the adrtieams and conditions of the various rebate @nogrin effect at the time of shipment, anc
amount of inventory on hand at the major drug whallers with which we do business. We also moratggregate actual rebates granted
compare them to the estimated aggregate provisiorebates to assess the reasonableness of thegatggrebate reserve at each quarterly be
sheet date. The following table is a roll-forwafdhe activity in the rebate reserve for the ydaesember 31, 2012, 2011 and 2010:

As of December 31,

2012 2011 2010
(% in 000s)

Rebate reserve

Beginning balance $ 29,16: $ 23547 $ 40,44:
Provision recorded during the period 111,09¢ 79,69° 103,05:
Credits issued during the period (94,257) (74,080 (119,949
Ending balance $ 46,01. % 29,16¢ $ 23,54
Provision as a percent of gross product sales 12% 11% 11%

The increase in the provision for rebates as aepérof gross product sales from 2011 to 2012 wawipally the result of increas
competition on our authorized generic Adderall XB@ fenofibrate products during the year ended Déee 31, 2012 which resulted in lower
selling prices. With respect to our authorizedegenAdderall XR®products, in June 2012, an unrelated pharmacew@rapany received FC
approval for a competitor product to ours and begarketing their product. With respect to our fidmmate products, in October 2012, an unrel
pharmaceutical company received FDA approval faompetitor product to our fenofibrate capsules Bedan marketing their product. !
“Results of Operations” below for additional dissias on the impact of our authorized generic of &adl XR® and fenofibrate product sales
our financial condition.

As noted in the table above, the provision for tebaas a percent of gross product sales remaoresistent from 2010 to 2011.
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Returns. We allow our customers to return product (i)ppeoved by authorized personnel in writing or biepéone with the lot numb
and expiration date accompanying any request &nid guch products are returned within six mongh®r to, or until twelve months following, t
products’expiration date. We estimate and recognize aruadcprovision for product returns as a percentdggass sales based upon histol
experience of product sales. We estimate the ptagturn reserve using a historical lag periodicWlis the time between when the product is
and when it is ultimately returned, and returnsasajusted by estimates of the future return fdaésed on various assumptions, which may in
changes to internal policies and procedures, clrangédusiness practices, and commercial terms witomers, competitive position of e
product, amount of inventory in the wholesaler symtain, the introduction of new products and adesin market sales information. We
consider other factors, including significant markbanges which may impact future expected retwans, actual product returns. We mor
aggregate actual product returns on a quarterljs masd we may record specific provisions for prddwturns we believe are not coverec
historical percentages. The following table iol-forward of the activity in the accrued product raetifor the years ended December 31, Z
2011 and 2010:

As of December 31,

2012 2011 2010
(% in 000s)

Returns reserve

Beginning balance $ 24,10 $ 33,75 3 22,11
Provision recorded during the period 3,00: 68¢ 15,82:
Credits issued during the period (3,669) (10,347 (4,180)
Ending balance $ 23,44( $ 24,100 $ 33,75¢
Provision as a percent of gross product sales 0.2% 0.1% 1.€%

The provision for returns as a percent of grosslycbsales has remained relatively low during thied year period ended Decembel
2012 as the result of continued improvement intostorical experience of actual return credits pesed. Our historical experience for return:
continued to remain low in recent years due to llevels of returns for new products such as tamsulasd authorized generic Adderall XR&,
well as for other high volume products such as fibrate. Credits issued during 2011 included $5iBion related to a recall of our authori:
generic Adderall XR® products which was initiateg dur unrelated thirgharty manufacturer of those products. Other csediued during 20
amounted to $4.5 million, similar to the total dtedssued in each of 2012 and 2010.

Medicaid and Other Government Pricing Program#s required by law, we provide a rebate paymentdnigs dispensed under
Medicaid, Medicare Part D, TRICARE, and other W8vernment pricing programs. We determine our egtsiof the accrued rebate reservi
government programs primarily based on historicqlegience of claims submitted by the various staéesl other jurisdictions, and any r
information regarding changes in the pricing proggavhich may impact our estimate of rebates. lerd@hing the appropriate accrual amount
consider historical payment rates and processigdolaoutstanding claims and payments. We recstithates for government rebate payments
deduction from gross sales, with corresponding sidjants to accrued liabilities. The accrual foymants under government pricing progr:
totaled $33,794,000 and $17,479,000 as of DeceBhe2012 and 2011.

Shelf-Stock AdjustmentsBased upon competitive market conditions, we nealyice the selling price of some of our productsustomer
for certain future product shipments. We may isaugredit against the sales amount to a custonrs®dbapon their remaining inventory of
product in question, provided the customer agreemhtinue to make future purchases of product fileenCompany. This type of customer ct
is referred to as a shedfeck adjustment, which is the difference betwéensales price and the revised lower sales prioétjpiied by an estima
of the number of product units on hand at a givate.dDecreases in selling prices are discretiodagisions made by us in response to m.
conditions, including estimated launch dates of petimg products and estimated declines in markieepiThe accrued reserve for shatibck
adjustments totaled $390,000 and $684,000 as oéreer 31, 2012 and 2011. Historically, differenbesveen our estimated and actual cr
issued for shelf stock adjustments have not begifiiant.
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Rx Partner and OTC PartnerEach of our Rx Partner and OTC Partner agreenuemt®in multiple deliverables in the form of pratk
services and/or licenses over extended periodsinEial Accounting Standards Board (“FASB”) AccountiStandards CodificatioiM (“ASC”)
Topic 605-25 supplemented SAB 104 provides guiddoceaccounting for such multiplelement revenue arrangements. With respect t
multiple-element revenue arrangements that are materialrtbrancial results, we determine whether anylbofathe elements of the arrangen
should be separated into individual units of actimgnunder FASB ASC Topic 6085. If separation into individual units of accoumgtiis
appropriate, we recognize revenue for each dellenahen the revenue recognition criteria specibgdSAB 104 are achieved for the delivers
If separation is not appropriate, we recognize meeeand related direct manufacturing costs oveestienated life of the agreement or our estinm
expected period of performance using either thragdit-line method or a modified proportional penfi@nce method.

The Rx Partners and OTC Partners agreements abligatto deliver multiple goods and/or services oeetended periods. St
deliverables include manufactured pharmaceuticadlyets, exclusive and semxclusive marketing rights, distribution licensaad research a
development services. In exchange for these delies, we receive payments from our agreementgrarfor product shipments and researct
development services, and may also receive othgmgats including royalty, profit sharing, upfronayments, and periodic milestc
payments. Revenue received from our partnersrimyzt shipments under these agreements is ggnadlsubject to deductions for chargeba
rebates, product returns, and other pricing adjestma Royalty and profit sharing amounts we rexeinder these agreements are calculated |
respective agreement partner, with such royalty @ofit share amounts generally based upon estgvafta@et product sales or gross profit wi
include estimates of deductions for chargebackstes, product returns, and other adjustmentslibea@ agreement partners may negotiate
their customers. We record the agreement partagjistments to such estimated amounts in theghé&r®agreement partner reports the amou
us.

We apply the updated guidance of ASC 605-25, “NdildtiElement Arrangementstp the Strategic Alliance Agreement with T
Pharmaceuticals Curacao N.V., a subsidiary of TRRarmaceutical Industries Ltd. (“Teva AgreemenWe look to the underlying delivery
goods and/or services which give rise to the payn@nconsideration under the Teva Agreement to rdétee the appropriate rever
recognition. Consideration received as a resultegkarch and developmeetated activities performed under the Teva Agregni® initially
deferred and recorded as a liability captioned @befd revenue”. We recognize the deferred revemua straightine basis over our expec!
period of performance for such services. Constiaeraeceived as a result of the manufacture afidedg of products under the Teva Agreeme
recognized at the time title and risk of loss pagsethe customer which is generally when the proikireceived by Teva. We recognize p
share revenue in the period earned.

OTC Partner revenue is related to our allianceaidboration agreement with Pfizer Inc. (formeWiyeth) with respect to the supply
over-the-counter pharmaceutical products. The @PEZtner sales channel is no longer a core areauiobosiness, and the over-tbeunte
pharmaceutical products we sell through this salemnel are older products which are only sold fizeP, and which we sell at a loss. ~
manufacturing of the over-thmaunter pharmaceutical products is our only comigwbligation under this agreement with Pfizan.ofder to avoi
deferring the losses we incur upon shipment ofel@educts to Pfizer, Inc., we recognize revenud, the associated manufacturing costs, ¢
time title and risk of loss passes to Pfizer whiclgenerally when the product is shipped by us. rééegnize profit share revenue in the pe
earned.

Research Partner We have entered into development agreementsunitblated thirdaarty pharmaceutical companies under which w
collaborating in the development of five dermatadad products, including four generic products ameé branded dermatological product, and
branded CNS product. Under each of the developmgrdgements, we received an upfront fee with thential to receive additional milestc
payments upon completion of contractually specifitdical and regulatory milestones. Additionallye may also receive royalty payments f
the sale, if any, of a successfully developed androercialized branded product under one of theldpugent agreements. We defer and recog
revenue received from the provision of research deklopment services, including the upfront payreerd the milestone payments rece
before January 1, 2011 on a straight line basis the expected period of performance of the rebeara development services. We recog
revenue received from the achievement of contingeséarch and development milestones after Jarua@@11 currently in the period st
payment is earned. We will recognize royalty femime, if any, as current period revenue when éarne
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Promotional Partner. We entered into a promotional services agreemétht an unrelated thirgrarty pharmaceutical company un
which we provided physician detailing sales caélsviees to promote certain of the unrelated thidyp companys branded drug products. '
received service fee revenue in exchange for pioyithis service. We recognized revenue from ttowipion of physician detailing sales calls
such services were rendered. Our obligation teigeophysician detailing sales calls under the primmal services agreement ended on Jun
2012.

Estimated Lives of Alliance and Collaboration Agrests. Because we may defer revenue we receive undeaaliamce agreements, &
recognize it over the estimated life of the reladggeement, or our expected period of performaweeare required to estimate the recogn
period under each such agreement in order to ditertine amount of revenue to be recognized in eaciod. Sometimes this estimate is base
the fixed term of the particular alliance agreemémtother cases the estimate may be based on snbjective factors as noted in the follow
paragraphs. While changes to the estimated redogmieriods have been infrequent, such changes)dkimey occur, may have a significant imy
on our consolidated financial statements.

As an illustration, the consideration received fréime provision of research and development serviceger the Joint Developmi
Agreement with Valeant Pharmaceuticals Internatiomme. (“Valeant Agreement”)including the upfront fee and milestone paymentsirec
before January 1, 2011, have been initially defemad are being recognized as revenue on a stlaghbasis over our expected perioc
performance to provide research and developmenicesrunder the Valeant Agreement. The completiothe final deliverable under the Vale
Agreement represents the end of our estimated tegbperiod of performance, as we will have no farttontractual obligation to perform rese:
and development services under the Valeant Agregraad therefore the earnings process will be cetepl The expected period of performe
was initially estimated to be a 48 month perio@rtsig in December 2008, upon receipt of the $4@illion upfront payment, and ending
November 2012. During the year ended Decembe2@®112, we extended the end of the revenue recogmigoiod for the Valeant Agreement fr
November 2012 to November 2013 due to changeseirestimated timing of completion of certain reskaand development activities under
agreement. This change in estimate was made oosagutive basis and resulted in a reduced peradimunt of revenue recognized in current
future periods. If there are additional changethi estimated timing of the completion of the fidaliverable under the Valeant Agreement.
revenue recognition period will change on a progpedasis at such time the event occurs. If weevte conclude significantly more time will
required to fulfill our contractual obligations,eth we would further extend the revenue recognitieriod, which would further reduce the amc
of revenue recognized in future periods.

Third-Party Research Agreementdn addition to our own research and developmesburces, we may use unrelated tipiadty vendor:
including universities and independent researchpeonies, to assist in our research and developnutintti?s. These vendors provide a rang
research and development services to us, includingal and bioequivalency studies. We generally sign agreemeitts ttvese vendors whi
establish the terms of each study performed by theciuding, among other things, the technical djmations of the study, the payment schec
and timing of work to be performed. Third-partysearchers generally earn payments either upondhievement of a milestone, or on a pre-
determined date, as specified in each study agmerifée account for thirgarty research and development expenses as théycaresd accordir
to the terms and conditions of the respective ages for each study performed, with an accrued es@eat each balance sheet date for estir
fees and charges incurred by us, but not yet btbeds. We monitor aggregate actual payments antpbare them to the estimated provisior
assess the reasonableness of the accrued expéarseehat each quarterly balance sheet date.

Share-Based Compensatione recognize the grant date fair value of eadtonmnd restricted share over its vesting periogtions an
restricted shares granted under the 2002 Planovesta three or four year period and have a tertemmfyears. We estimate the fair value of
stock option award on the grant date using the iB&azholes-Merton optiopricing model, wherein: expected volatility is bdsen historice
volatility of our common stock, and of a peer grdapthe period of time our common stock was desteged, over the period commensurate
the expected term of the stock options. We basexpected term calculation on the “simplified” hat described in SAB No. 107, Shaase(
Payment and SAB No. 110, Sh&ased Payment, because it provides a reasonabteatsin comparison to our actual experience. \&&ekth
risk-free interest rate on the U.S. Treasury yield iieafat the time of grant for an instrument withmaturity that is commensurate with
expected term of the stock options. The dividerddyis zero as we have never paid cash dividemdsuw common stock, and have no pre
intention to pay cash dividends.
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Income Taxes.We are subject to U.S. federal, state and louwadme taxes and Taiwan R.O.C. income taxes. Wedeceedeferred te
asset, or a deferred tax liability, when we haweperary differences between the financial statersamying values (GAAP) and the tax base
our assets and liabilities.

Fair Value of Financial Instruments.Our cash and cash equivalents include a portfdlibigh-quality credit securities, including U
Government sponsored entity securities, treasuly, loorporate bonds, shadgfrm commercial paper, and/or high rated money atdtknds. O
entire portfolio matures in less than one yeare Tarrying value of the portfolio approximated tharket value at December 31, 2012. We «
our deferred compensation liability at fair valbased upon observable market values. We had naod&tianding as of December 31, 2012.
only remaining debt instrument at December 31, 2842 our credit facility with Wells Fargo Bank, N,Avhich would be subject to varia
interest rates and principal payments should wélddo borrow under it.

Contingencies. In the normal course of business, we are suljeletss contingencies, such as legal proceedind<kims arising out
our business, covering a wide range of mattersydlirog, among others, patent litigation, shareholde/suits, and product and clinical trial liabyl
In accordance with FASB ASC Topic 45Centingencies, we record accrued loss contingendnes it is probable a liability will be incurreehd
the amount of loss can be reasonably estimatedvarab not recognize gain contingencies until realiz

Goodwill . In accordance with FASB ASC Topic 350, "Goodwifild Other Intangibles”, rather than recording mkci@mortization ¢
goodwill, goodwill is subject to an annual asses#nfier impairment by applying a fair-valumsed test. Under FASB ASC Topic 350, if the
value of the reporting unit exceeds the reporting’ s carrying value, including goodwill, then goodwsliconsidered not impaired, making fur
analysis not required. We consider each of oub@I®ivision and Impax Division operating segmetatdbe a reporting unit, as this is the lov
level for each of which discrete financial inforioat is available. We attribute the entire carryamgount of goodwill to the Global Division. \
concluded the carrying value of goodwill was nopaited as of December 31, 2012 and 2011, as thedhie of the Global Division exceedec
carrying value at each date. We perform our angoabwill impairment test in the fourth quarter afch year. We estimate the fair value of
Global Division using a discounted cash flow mofiel both the reporting unit and the enterprisewa#l as earnings and revenue multiples
common share outstanding for enterprise fair vdimeaddition, on a quarterly basis, we perform\dew of our business operations to deterr
whether events or changes in circumstances haveredcthat could have a material adverse effedherestimated fair value of the reporting t
and thus indicate a potential impairment of thedyat carrying value. If such events or changegimcumstances were deemed to have occlt
we would perform an interim impairment analysis,ehhmay include the preparation of a discountedh desv model, or consultation with one
more valuation specialists, to analyze the imgéetyy, on our assessment of the reporting arféir value. To date, we have not deemed thebe
any significant adverse changes in the legal, e#goy or business environment in which we conductaperations.
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Results of Operations
Year Ended December 31, 2012 Compared to Year Endé&kcember 31, 2011

Overview:

The following table sets forth our summarized, alidsited results of operations for the years eridecember 31, 2012 and 2011:

Year Ended
December 31 December 31 Increase/
2012 2011 (Decrease)
(in $000’s)
$ %

Total revenues $ 581,69: $ 512,91¢ $ 68,77: 13%
Gross profit 282,55: 258,29! 24,25¢ 9%
Income from operations 82,99: 99,61. (16,619 17%
Income before income taxes 83,31 98,11: (14,800 (15)%
Provision for income taxes 27,43¢ 32,61¢ (5,179 (16)%
Net income $ 55,87 $ 65,49 $ (9,627 (15)%

Net income for the year ended December 31, 20128589 million, a decrease of $9.6 million as coredao $65.5 million for the ye
ended December 31, 2011, primarily attributablbi¢der selling, general and administrative experees partially offset by sales of Imp&abelec
Zomig® tablets which we began selling in the thneenth period ended June 30, 2012, and sales ofxhiapaled Zomig® orallydisintegratini
tablets and nasal spray which we began sellingerthree month period ended September 30, 2012pamid income taxes. We continued to ¢
significant revenues and gross profit from saleswf authorized generic Adderall XR@oducts and fenofibrate products during the yeaee
December 31, 2012. With respect to our authorgeteric Adderall XR@products we have experienced significant declindsoith market sha
and average net selling prices as a result of aglated pharmaceutical company receiving FDA apgirovJune 2012 for a competitor product
beginning to market their product. Furthermore,ase dependent on a thipdgwty pharmaceutical company to supply us withfthished produc
we market and sell through our Global Division avel have experienced disruptions related to thelgugfpur authorized generic Adderall X&R
from this thirdparty pharmaceutical company. With respect tofenofibrate products, in October 2012, a compefitamduct to our fenofibra
capsule product was approved for sale by the FDlhlmgan being marketed. Any significant diminutiorthe consolidated revenue and/or g
profit of our authorized generic Adderall XR&d fenofibrate products, or any of our other potsiudue to competition and/or product suppl
any other reasons in future periods may materaily adversely affect our consolidated results efaons in such future periods.
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Global Division

The following table sets forth results of operasidor the Global Division for the years ended DebenB1, 2012 and 2011:

Year Ended
December 31 December 31 Increase/
2012 2011 (Decrease)
(in $000’s)
$ %

Revenues

Global Product sales, net $ 421,87 $ 443,81¢ $ (21,949 (5)%

Rx Partner 6,44~ 26,33 (29,88¢) (76)%

OTC Partner 11,60: 5,021 6,581 131%

Research Partner 8,76( 16,53¢ (7,779 (47)%
Total revenues 448,68 491,71 (43,029 (9)%
Cost of revenues 229,35! 242,71. (13,359 (6)%
Gross profit 219,32° 248,99 (29,670() (12)%
Operating expenses:

Research and development 48,54( 46,16¢ 2,371 5%

Patent litigation 9,772 7,50¢ 2,26¢ 30%

Selling, general and administrative 15,37 11,318 4,064 36%
Total operating expenses 73,68¢ 64,98¢ 8,701 13%
Income from operations $ 145,63t $ 184,00¢ $ (38,37 (21)%

Revenues
Total revenues for the Global Division for the yeaded December 31, 2012, were $448.7 million,casdese of 9% from 2011, principe
resulting from the decrease in Global Product salesand Rx Partner revenues, as discussed below.

Global Product sales, net, were $421.9 milliontfer year ended December 31, 2012, a decrease dfobfthe same period in 20:
primarily as a result of lower sales of our authed generic Adderall XR®which were partially offset by higher sales of danofibrate
products. With respect to our authorized genedde&kall XR®products we have experienced significant declindsoth market share and aver
net selling prices as a result of an unrelatedmphaeutical company receiving FDA approval in Jub&2for a competitor product and beginnin
market such product. With respect to sales offenofibrate products, while we experienced an iaseeresulting from overall market groy
during the year ended December 31, 2012, a coropgtibduct to our fenofibrate capsule product wasraved for sale by the FDA in Octo
2012, and began being marketed.

Rx Partner revenues were $6.4 million for 2012¢erélase of 76% over the prior year resulting froprcdit-share adjustment from Te
under the Teva Agreement realized by us in the gaded December 31, 2011, for which there was mdasi amount realized in 2012, as wel
lower sales of our generic products marketed thiaihg Teva Agreement. Rx Partner revenue alsaidesl a charge of $2.0 million in the y
ended December 31, 2012 related to the voluntarkehaithdrawal of our buproprion XL 300 mg prodsiat 2012 for which there was no sim
charge in the prior year.

OTC Partner revenues were $11.6 million for ther yraled December 31, 2012, with the increase dweptior year resulting from t
recognition of $9.0 million of previously deferredvenue related to our product marketed under OUE ®artner alliance agreement v
Pfizer. For additional information on the OTC Partagreement with Pfizer, see “Item 15. Exhibitd &inancial Statement SchedulesNete 12
Alliance and Collaboration Agreements — OTC Parthiéance Agreement.”

Research Partner revenues were $8.8 million forydae ended December 31, 2012, a decrease of $ilfiénfrom the prior year. Tt
decrease of $7.8 million resulted from the recagnibf a $3.0 million milestone payment in the prj@ar for which there was no such milesi
payment recognized during the year ended Decenithe203 2, and a $4.8 million decrease related t@gtension of the revenue recognition pe
for the Valeant Agreement from November 2012 to &unker 2013 which resulted from changes in the estichtiming of completion of cert:
research and development activities under the agee
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Cost of Revenues
Cost of revenues was $229.4 million for the yeateehDecember 31, 2012 and $242.7 million for therpyear, a decrease of $1

million, primarily as a result of lower profit sleaexpense related to sales of our authorized geAdderall XR® .

Gross Profit

Gross profit for the year ended December 31, 2042 $219.3 million, or approximately 49% of totaverues, as compared to $2¢
million, or approximately 51% of total revenuesitlie prior year. Gross profit in 2012 decreasetdpared to gross profit in the prior year pe
primarily as the result of lower sales of our avided generic Adderall XR®roducts and lower profit share recognized underTiva Agreeme
both as described above.

Research and Development Expenses

Total research and development expenses for theeyeied December 31, 2012 were $48.5 million, are@se of 5%, as compared to
same period of the prior year. Generic researchdmvelopment expenses increased primarily due®b.@ million increase in spending on F
remediation matters and a $1.0 million increas€&émeric Drug User Fee Act (“GDUFATiing fees incurred during the year ended Decendie
2012. There were no GDUFA fees in the prior year.

Patent Litigation

Patent litigation for the year ended December 8122was $9.8 million, an increase of 30%, as coeghéw the same period of the p
year. Patent litigation expenses for the year @rdecember 31, 2012 include a $5.0 million reimbment of legal fees received pursuant tc
settlement of a lawsuit. The increase in patéigalion expenses before the $5.0 million reimbomset was the result of legal activity relate
several cases which were not present in the pear period.

Selling, General and Administrative Expenses

Selling, general and administrative expenses ferygar ended December 31, 2012 were $15.4 mikid§% increase over the prior yi
The increase resulted primarily from a $1.6 millioarease in executivievel compensation costs as a result of hiring ameqb to the prior ye
period, increased marketing expenses of $1.0 millied increased business development expenses/amn$iion.
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Impax Division
The following table sets forth results of operasidor the Impax Division for the years ended Decengi, 2012 and 2011:

Year Ended
December 31 December 31 Increase/
2012 2011 (Decrease)
(in $000’s)
$ %

Revenues

Impax Product sales, net $ 118,12: $ - % 118,12: nm

Rx Partner Revenue 6,50( 5,75(C 75C 13%

Promotional Partner revenue 7,07C 14,14( (7,070 (1)%

Research Partner revenue 1,31¢ 1,31¢ -- -%
Total revenue 133,01( 21,20¢ 111,80: 527%
Cost of revenues 69,78 11,91: 57,87 48€%
Gross profit 63,221 9,29¢ 53,92¢ 58C%
Operating expenses:

Research and development 32,78( 36,53: (3,752 (10)%

Selling, general and administrative 37,89¢ 7,43¢ 30,46 41(%
Total operating expenses 70,67¢ 43,967 26,70¢ 61%
Loss from operations $ (7,449 $ (34,669 $ 27,22( 79%

nm - not meaningful

Revenues

Total revenues were $133.0 million for the yeareshBecember 31, 2012, an increase of $111.8 milampared to 2011, due to sale
our Impax-labeled Zomig® tablets which we begarirgglduring the three month period ended June 8222and our Impax-labeled Zongg
orally disintegrating tablets and nasal spray whighbegan selling during the three month periocedr8eptember 30, 2012. Rx Partner rev
includes the recognition of the $11.5 million upftgpayment received under our License, Developraadt Commercialization Agreement w
GSK in December 2010, which we recognized as reyemua straighline basis over the 24 month development periotl ¢nded in Decemb
2012, and $0.8 million received from GSK for clialdrial batches which were shipped to GSK during year ended December 31, 201Z
addition, under a Development and Bamotion Agreement with Endo Pharmaceuticals, Wereceived an initial $10.0 million upfront paymt
in June 2010 which we are recognizing as Reseaactnd? revenue on a straighte basis over our expected period of performashoéng the
development period, which we currently estimatdédothe 91 month period ending December 2017. Iyinalir CoPromotion Agreement wi
Pfizer ended on June 30, 2012, resulting in th& $illion decrease in Promotional Partner reveruetfe year ended December 31, 2012.

Cost of Revenues

Cost of revenues was $69.8 million for the yeareehBecember 31, 2012, an increase of $57.9 midiar the prior year period as a re
of $64.0 million in costs related to our Impax-lEeZomig®products which we commenced selling during 2018riy the year ended 2011,
included $11.9 million in charges related to owartated products sales force in cost of revenuesewldl included charges related to our bra
products sales force in selling, general and adimative expenses during the six month period efszember 31, 2012. Charges for our bra
products sales force had been included as a compofi€ost of revenues in the prior year periodhes sales force was previously engage
providing co-promotion services to Pfizer undeagneement which ended on June 30, 2012.

Gross Profit
Gross profit for the year ended December 31, 2042 $63.2 million, an increase of $53.9 million ottee prior year period primar
resulting from the commencement of sales of ouraxdabeled Zomig® products during 2012.

Research and Development Expenses

Total research and development expenses for theeyeied December 31, 2012 were $32.8 million, aedse of 10%, as comparec
$36.5 million in the prior year period. The $3.7lion decrease was principally driven by lowernatial study costs of $3.9 million, and $
million of FDA fees related to the filing of the RMRY™ NDA in December 2011, partially offset by higr outside drug development cost
$1.7 million.
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Selling, General and Administrative Expenses

Selling, general and administrative expenses waremillion in the year ended December 31, 2012amspared to $7.4 million in t
prior year period. The increase primarily relatedan $8.9 million charge related to our brandeddpcts sales force as selling, general
administrative expenses during the year ended Digeelil, 2012. As noted above in our discussiorvalvegarding cost of revenues, we
included charges related to our branded produts $arce in cost of revenues during the year eridecember 31, 2011 as the branded prc
sales force had previously been engaged in prayidoypromotion services to Pfizer under an agreementlwekpired on June 30, 2012. °
increase in total selling, general and administeagixpenses was also driven by $7.9 million of aiglales and marketing expenses related to z
® , which we launched in April 2012, $5.9 million prefaunch marketing expenses related to RYTARY™, aglidr compensation costs of $
million related to the expansion of the sales ardketing group.
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Corporate and other

The following table sets forth corporate general administrative expenses, as well as other itehiscome and expense presented b
Income from operations for the years ended Dece®ibe2012 and 2011:

Year Ended
December 31 December 31 Increase/
2012 2011 (Decrease)
(in $000’s)
$ %

General and administrative expenses $ 55,197 $ 49,72¢ $ 5,46¢ 11%
Total operating expenses 55,19} 49,72¢ 5,46¢ 11%
Loss from operations (55,197 (49,729 (5,46¢) (11)%
Other expense, net (13¢) (2,497) 2,35¢ 9%
Interest income 1,08¢ 1,14¢ (60) (5)%
Interest expense 632 157 47¢% 305%
Loss before income taxes (54,879 (51,229 (3,649 (7%
Provision for income taxes $ 27,43t $ 32,61¢ $ (5,17% (16)%

General and Administrative Expenses

General and administrative expenses for the yededecember 31, 2012 were $55.2 million, a $5.liamiincrease over the pri
period. The increase was driven by higher emplay@apensation expenses of $3.8 million principa#iated to an increase in the numbe
employees over the prior year period, $1.9 milliddrseveranceelated charges in 2012, higher professional fedsl & initiatives of $2.1 million i
support of strategic growth, partially reduced dweér litigation expenses of $3.8 million.

Other Expense, Net
Other expense, net for the year ended Decembe203P, decreased primarily due to a charge of $2lBomin the year ended Decem
31, 2011 related to the settlement of the BudepXibrtitigation for which there was no similar charg 2012.

Interest Income
Interest income in the year ended December 31, 222$1.1 million, a decrease of $0.1 million fr@611 resulting from lower avere
balances of short-term investments.

Interest Expense

Interest expense in the year ended December 32,\®84% $0.6 million, representing an increase o5 $0illion over the prior year peri
which was primarily the result of an accrual fotimsated interest payable to the IRS related to stdjents to our 2009 U.S. federal income
return.

Income Taxes

During the year ended December 31, 2012, we redaadeaggregate tax provision of $27.4 million faBUdomestic income taxes and
foreign income taxes. In the year ended Decembge?@®11, we recorded an aggregate tax provisid@8af6 million for U.S. domestic income ta
and for foreign income taxes. The decrease irtakeprovision resulted from lower income beforeesin the year ended December 31, 20:
compared to the prior year. The effective tax rateained consistent at 33% for the years endedrleer 31, 2011 and 2012.
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Year Ended December 31, 2011 Compared to Year Endézecember 31, 2010
Overview:

The following table sets forth our summarized, alidsited results of operations for the years eridecember 31, 2011 and 2010:

Year Ended
December 31 December 31 Increase/
2011 2010 (Decrease)
(in $000’s)
$ %

Total revenues $ 512,91¢ $ 879,50¢ $  (366,59() (42)%
Gross profit 258,29! 539,26: (280,96%) (52)%
Income from operations 99,61 393,32: (293,71)) (75)%
Income before income taxes 98,11: 393,93¢ (295,829 (75)%
Provision for income taxes 32,61¢ 143,52: (110,909 (77)%
Net income $ 65,49 $ 250,41 $  (184,92) (74)%

Net income for the year ended December 31, 20118685 million, a decrease of $184.9 million as pared to $250.4 million for tl
year ended December 31, 2010, primarily attribetabla decrease in Global Product sales, net whéshdriven by lower revenue from the sal
our tamsulosin product, a generic version of FloByeand decreased Rx Partner revenues, principalledry a change in the accounting for
Teva Agreement in the year ended December 31, 2&t6ally offset by a corresponding decrease égfovision for income taxes. During 2C
sales of our tamsulosin product benefited from ighteveek contractual market exclusivity period @thicommenced on March 2, 2010, anc
which there was no similar contractual market esiity period in the year ended December 31, 20tk change in the accounting for the T
Agreement resulted in an increase of approxima&8#,2 million to net income in the year ended Deoen81, 2010. For additional information
the accounting afforded the Teva Agreement, semnt'l15. Exhibits and Financial Statement Scheduleblete 12. Alliance and Collaborati
Agreements — Strategic Alliance Agreement with Teva addition, we continued to earn significant reves and gross profit from sales of
authorized generic Adderall XR@roducts, and fenofibrate products, during the y@ated December 31, 2011. With respect to ourcaiatt
generic Adderall XR® products, we are dependena ohirdparty pharmaceutical company to supply us withfthished product we market a
sell through our Global Division. We experiencasrabtions related to the supply of our authorigetieric Adderall XR® from this thirgarty
pharmaceutical company during the year ended DeeeB1 2011. Any significant diminution in the colidated revenue and/or gross profit of
authorized generic Adderall XR@nd fenofibrate products, or any of our other potsludue to competition and/or product supply oy athel
reasons in future periods may materially and aggfect our consolidated results of operationstich future periods.
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Global Division

The following table sets forth results of operasidor the Global Division for the years ended Deben81, 2011 and 2010:

Year Ended
December 31 December 31 Increase/
2011 2010 (Decrease)
(in $000’s)
$ %

Revenues

Global Product sales, net $ 443,81t $ 624,96. $  (181,14) (29)%

Rx Partner 26,33: 217,27 (190,94 (88)%

OTC Partner 5,021 8,88¢ (3,867 (449)%

Research Partner 16,53¢ 13,53¢ 2,99¢ 22%
Total revenues 491,71( 864,66 (372,95) (43)%
Cost of revenues 242,71 328,16: (85,45() (26)%
Gross profit 248,99° 536,50« (287,50 (54)%
Operating expenses:

Research and development 46,16¢ 44,32¢ 1,84¢ 4%

Patent litigation 7,50¢€ 6,38¢ 1,127 18%

Selling, general and administrative 11,318 14,62t (3,312 (23)%
Total operating expenses 64,98¢ 65,33« (346 1%
Income from operations $ 184,00¢ $ 471,17 $  (287,16) (61)%

Revenues
Total revenues for the Global Division for the yearded December 31, 2011, were $491.7 million, eredse of 43% from 201
principally resulting from the decreases in GloBedduct sales, net and Rx Partner revenue as dietlelow.

Global Product sales, net, were $443.8 milliontf@ year ended December 31, 2011, a decrease offrd@¥the same period in 20
primarily as a result of lower sales of our tamsiroproduct. We commenced sales of our tamsulpsiduct, on March 2, 2010 and ha
contractual market exclusivity period for this puctl for the succeeding eight weeks. As a result,were able to achieve high markéare
penetration in 2010. Following the expiration af contractual market exclusivity period, competg@neric versions to our own generic versic
the tamsulosin product began entering the markapiil 2010, resulting in both price erosion anduetion of our market share for that product.

Rx Partner revenues were $26.3 million for 201tlearease of 88% over the prior year attributabla thange in revenue recogni
under the Teva Agreement which increased Rx Parma@nue by $196.4 million in the year ended Decn8i, 2010. Rx Partner reven
excluding the adjustment to revenue recognitio20&0 for the Teva Agreement increased $5.5 mililo@011 compared to 2010. This incre
principally resulted from a Teva Agreement prafitare adjustment realized by us in 2011. The atnofuprofit share we receive under the T
Agreement is calculated by Teva, and is generalell upon estimates of net product sales or grofis\which include estimates of deductions
chargebacks, rebates, product returns, and otljastatents as negotiated by Teva with its custom®fs. record Teva adjustments to su
estimated amounts in the period when earned.

OTC Partner revenues were $5.0 million for the yerated December 31, 2011, with the decrease oggrribr year resulting from low
sales of our product marketed under our OTC Pasltiance agreement with Pfizer.

Research Partner revenues were $16.5 million ferygar ended December 31, 2011 an increase ofrfilibn over the prior yea
resulting from the recognition of revenue relaiea t$3.0 milestone payment which was earned iy¢he ended December 31, 2011.

67




Cost of Revenues

Cost of revenues was $242.7 million for the yeateghDecember 31, 2011 and $328.2 million for therprear, of which $95.4 million
2010 was related to the Teva Agreement changedauating related to the amortization of deferrechofacturing costs, corresponding to
adjustment to revenue recognition discussed abGwest of revenues increased $10.0 million, befbeeTtieva Agreement change primarily resu
from higher sales of our authorized generic AddetBi® products.

Gross Profit
Gross profit for the year ended December 31, 2044 $249.0 million, or approximately 51% of totaverues, as compared to $5:
million, or approximately 62% of total revenue,tire prior year. Gross profit in the year endedddelger 31, 2011 decreased when compar

gross profit in the prior year period attributeéhparily to lower sales of our tamsulosin productd dhe prior year adjustment in revenue recogr
under the Teva Agreement noted above.

Research and Development Expenses

Total research and development expenses for theeyeied December 31, 2011 were $46.2 million, are@se of 4%, as compared to
same period of the prior year. Generic researchdavelopment expenses increased primarily asudt i&fsan increase of $3.2 million in outs
development costs, and $0.9 million of additionapréciation expense related to equipment usedsgareh and development activities, part

offset by a decrease of $1.3 million in Equivalency study costs, and $1.2 million of low&penses related to active pharmaceutical ingrés
used for research.

Patent Litigation Expenses

Patent litigation expenses for the years ended iDbee 31, 2011 and 2010 were $7.5 million and $6lHom, with the increase resultil
from higher legal activity related to several casbich were not present in 2010.

Selling, General and Administrative Expenses

Selling, general and administrative expenses ferymar ended December 31, 2011 were $11.3 milio?3% decrease over 2010.
decrease resulted primarily from a $1.5 millionuetibn of post-approval product clinical study cps$h addition to $1.1 million in lower executive-
level compensation costs and $0.9 million in log&es incentive compensation costs.
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Impax Division

The following table sets forth results of operasidor the Impax Division for the years ended Decengi, 2011 and 2010:

Year Ended
December 31 December 31 Increase/
2011 2010 (Decrease)
(in $000’s)
$ %

Revenues

Rx Partner Revenue $ 575 $ - % 5,75( nm

Promotional Partner revenue 14,14( 14,07: 67 -

Research Partner revenue 1,31¢ 76¢ 55C 72%
Total revenue 21,20¢ 14,84: 6,36 43%
Cost of revenues 11,91: 12,08! (172) 1%
Gross profit 9,29¢ 2,75¢ 6,53¢ 231%
Operating expenses:

Research and development 36,53 41,89¢ (5,36¢€) (13)%

Selling, general and administrative 7,43 3,51( 3,92¢ 112%
Total operating expenses 43,967 45 ,40¢ (1,447 3%
Loss from operations $ (34,669 $ (42,649 $ 7,98( 19%

nm - not meaningful

Revenues

Total revenues were $21.2 million for the year ehBecember 31, 2011, an increase of 43% compar2@10, principally driven by $5
million of Rx Partner revenue recognition related the upfront payment received under our Licenseyelbpment and Commercializat
Agreement with GSK entered into in December 2000,which there were no similar revenues in therpyiear. We received an initial $1
million upfront payment under the License Agreemerfich we recognized as revenue on a strdigbt-basis over our expected perioc
performance during the development period endede®ber 2012. In addition, under a Development apePfbmotion Agreement Endc
Agreement”) with Endo, we received an initial $1@ndlion upfront payment which we are recognizirgjResearch Partner revenue on a straight
line basis over our expected period of performashagng the development period, which we currengljineate to be the 91 month period ent
December 2017. Under the Endo Agreement, we rézedi$1.3 million of Research Partner revenue eytbar ended December 31, 2011
$0.8 million in 2010.

Cost of Revenues

Cost of revenues for the Impax Division consistisnprily of expenditures related to our sales fondech provided physician detaili
services under a promotional services agreemehtamtunrelated pharmaceutical company. Cost ofte®was $11.9 million for the year en
December 31, 2011, with no individually significattanges from the prior year.

Gross Profit
Gross profit for the year ended December 31, 204§ $0.3 million, an increase of $6.5 million ovke tprior year period primari
resulting from increases in Rx Partner and ReseRactner revenues as described above.

Research and Development Expenses

Total research and development expenses for theeyeied December 31, 2011 were $36.5 million, aedse of 13%, as comparec
$41.9 million in the prior year period, with the .&5million decrease principally driven by a deceea$ $10.4 million for clinical study co:
partially offset by increases of $1.8 million foDNX filing fees, $1.5 million for consulting expersse$0.6 million for personneklated costs, $0
for product development expenses and $0.4 millarcéntract labor.

Selling, General and Administrative Expenses

Selling, general and administrative expenses w@&ré fillion in the year ended December 31, 201tampared to $3.5 million in tl
prior year period with the increase primarily retatto increases of $2.3 million in new product piag activities, $0.7 million for marketi
personnel-related costs, in addition to busineseldpment legal fees of $0.4 million.
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Corporate and other

The following table sets forth corporate general administrative expenses, as well as other itehiscome and expense presented b
Income from operations for the years ended Dece®ibe2011 and 2010:

Year Ended
December 31 December 31 Increase/
2011 2010 (Decrease)
(in $000’s)
$ %

General and administrative expenses $ 49,72¢ $ 35,197 $ 14,53: 41%
Total operating expenses 49,72¢ 35,19° 14,53: 41%
Loss from operations (49,729 (35,197 (14,537 (41)%
Other expense, net (2,492 (255) (2,237 nm
Interest income 1,14¢ 1,03 112 11%
Interest expense 157 167 (20 (6)%
Loss before income taxes (51,229 (34,58)) (16,64 (48)%
Provision for income taxes $ 32,61¢ $ 143,52. $ (110,909 (7%

nm - not meaningful

General and Administrative Expenses

General and administrative expenses for the yededmecember 31, 2011 were $49.7 million, a $14ilbom increase over the pri
period. The increase was principally driven byhieig corporate legal expenses of $8.5 million, areiase in executive compensatiafatec
expenses of $3.0 million, an increase in informatiechnology systems related expenses of $1.6omjliand higher expenses due to incre
activities in the Taiwan facility of $1.1 million.

Other Expense, Net
Other expense, net for the year ended Decembe&(031, increased principally from a charge of $2.Bioni related to the settlement of
Budeprion XL Litigation.

Interest Income
Interest income in the year ended December 31, 2@k1$1.1 million, an increase of $0.1 million fr@D10 resulting from higher aver:
balances of cash and cash equivalents and shortitgestments.

Interest Expense
Interest expense in the years ended December 31,8t 2010 was primarily the result of the amation of deferred financing costs.

Income Taxes

During the year ended December 31, 2011, we redaadeaggregate tax provision of $32.6 million faBUdomestic income taxes and
foreign income taxes. In the year ended Decembel@10, we recorded an aggregate tax provisiodldB.5 million for U.S. domestic incol
taxes and for foreign income taxes. The decraafigei tax provision resulted from lower income beftaxes in the year ended December 31,
as compared to the prior year, resulting principéibm the reduced products sales revenue and grasi$ as discussed above. The effective
rate of 33% for the year ended December 31, 20Elloveer than the effective tax rate of 36% for ylear ended December 31, 2010, primarily
to the lower level of income before income taxeshim year ended December 31, 2011 as comparee torittr year which resulted in the fed:
and state research and development tax creditsidnavimore pronounced effect on our overall conatdid effective tax rate in the year en
December 31, 2011.
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Liquidity and Capital Resources
We generally fund our operations with cash fromrapilens, however, we have used proceeds from tleeofaebt and equity securities
the past. Our cash from operations consists pilynafrthe proceeds from the sales of our prodacid services.

We expect to incur significant operating expensesuding research and development activities aakn litigation expenses, for
foreseeable future. In addition, we are generalyuired to make cash expenditures to manufactuaequire finished product inventory in adva
of selling the finished product to our customersl @ollecting payment, which may result in signifitgeriodic uses of cash. We believe
existing cash and cash equivalents and dleont-investment balances, together with cash eggeict be generated from operations, and our
revolving line of credit, will be sufficient to meeur financing requirements through the next 12nthe. We may, however, seek additic
financing through alliance, collaboration, and/@ehsing agreements, as well as from the debt ayuityecapital markets to fund cap
expenditures, research and development plans, tidtanquisitions, and potential revenue shortfdlie to delays in new product introduction
otherwise.

Cash and Cash Equivalents

At December 31, 2012, we had $142.2 million in casd cash equivalents, an increase of $37.7 milimmompared to December
2011. As more fully discussed below, the increaseash and cash equivalents during the year ebdegmber 31, 2012 was driven by $1(
million of cash provided by operating activitiesda$17.3 million received from the exercise of stagkions and employee stock purchase
contributions, including the related tax benefibjile being partially offset by net cash used ingisting activities of $85.8 million.

Cash Flows
Year Ended December 31, 2012 Compared to Year Hddeember 31, 2011.

Net cash provided by operating activities for tlearyended December 31, 2012 was $106.2 millioninarease of $99.8 million
compared to the prior year $6.4 million net castwvigled by operating activities. The period-operiod increase in net cash provided by oper
activities principally resulted from higher casHlections from customers resulting in lower levefsaccounts receivable, partially offset by hic
inventory. The balance of accounts receivable v@@sZmillion at December 31, 2012, resulting in64.$ million source of cash for the year er
December 31, 2012, compared to the prior year velteounts receivable resulted in a $71.9 million afseash. The increase in cash provide
accounts receivable for the year ended Decembe2®P, as compared to the prior year, was prim#nigyresult of higher sales of our fenofib
products, and the commencement of sales of ourArgieeled Zomig® products in 2012, as describedvaboln addition, higher inventor
primarily finished goods, at December 31, 2012 lteduin a $35.6 million use of cash, while loweventory levels in the prior year resulted
$9.6 million source of cash.

Net cash used in investing activities for the yeraded December 31, 2012, amounted to $85.8 miléiarincrease of $70.8 million in 1
amount of cash used in investing activities as @egbto the prior year of $15.0 million. The irase in cash used in investing activities was d
$83.8 million of licensing payments to AstraZeneraler the AZ Agreement, net of amounts receivedhflsstraZeneca during the transit
period, $21.0 million of licensing payments to Talmunder the Tolmar Agreement and higher capitpeegitures of $36.4 million, partially off:
by a year-over-year increase in cash provided bymagurities of short-term investments of $70.4lionl. Net maturities of shoterm investmen
during the year ended December 31, 2012 resultexhi$85.9 million source of cash, as compared $1%5 million source of cash from
maturities during the prior year. Purchases opeprty, plant and equipment for the year ended Déeerd1, 2012 were $69.8 million as compi
to $30.5 million for the prior year period.

Net cash provided by financing activities for treay ended December 31, 2012 was $17.3 milliongsgmting a decrease of $4.0 mil
as compared to the prior year $21.3 million of cash provided by financing activities. The yeaemyear decrease in net cash provide:
financing activities was due to a $2.2 million d=se in the cash proceeds received from the egen€istock options and contributions to
employee stock purchase plan and a $1.8 millionedese in tax benefits related to the exercise gl@yee stock options.
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Year Ended December 31, 2011 Compared to Year Hddeember 31, 2010.

Net cash provided by operating activities for tlearyended December 31, 2011 was $6.4 million, eedse of $243.4 million as compa
to the prior year $249.8 million net cash provided operating activities. The period-oyeeriod decrease in net cash provided by opel
activities principally resulted from higher accosinéceivable and inventory, partially offset byhegaccounts payable and accrued expenses
balance of accounts receivable was $153.8 milliobexember 31, 2011, resulting in a $71.9 millime wf cash for the year ended Decembe
2011, compared to the prior year when accountsivagle resulted in a $103.5 million source of célshis. In addition, higher inventory
December 31, 2011 resulted in a $9.6 million useash, while lower inventory levels in the priomyavere a $4.6 million source of cash. Ti
uses of cash were partially offset by an incredsk&16.9 million in cash flows related to accounsyg@ble and accrued expenses. The decre
cash provided by accounts receivable for the yade@ December 31, 2011 as compared to the priorpgraod, was primarily the result of lov
sales of our tamsulosin products as described abblive decrease in cash provided by inventory énysar ended December 31, 2011 as com
to the prior year period was primarily the residlhigher levels of raw material and finished goadsof December 31, 2011. Accounts payable
accrued expenses resulted in a $2.0 million usmsi for the year ended December 31, 2011, whichanl5.9 million increase as compared
$17.9 million use of cash in the prior year. Thegk use of cash in the prior year was primarig/ résult of higher levels of payments to venc
due primarily to timing, as well as higher inconas payments. Income tax payments decreased dtivingear ended December 31, 2011
result of lower consolidated income before incomes$ primarily as a result of lower sales of oargalosin products.

Net cash used in investing activities for the yerded December 31, 2011, amounted to $15.0 milliadecrease of $198.6 million in
amount of cash used in investing activities as anexqb to the prior year period of $213.6 millionaafsh flows used in investing activities.
decrease was due to a year-over-year net incré&24®.8 million in maturities of shoterm investments, partially offset by $14.3 millionhighe
expenditures on property, plant and equipment. riNaturities of shorterm investments during the year ended DecembeR@11] resulted in
$15.5 million source of cash, as compared to a $19dillion use of cash from net purchases of skemft investments during the pr
year. Purchases of property, plant and equipnoerthe year ended December 31, 2011 amounted t& $30ion as compared to $16.3 million
the prior year.

Net cash provided by financing activities for treay ended December 31, 2011 was $21.3 milliongsgmting a decrease of $2.6 mil
as compared to the prior year period $23.9 milbbnet cash provided by financing activities. Tegiod-overperiod decrease in net cash prov
by financing activities was due to a $3.0 millioecdease in the cash proceeds received from theiseef stock options and contributions to
employee stock purchase plan, partially offset B9 4 million increase in the tax benefit relatedhe exercise of employee stock options.
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Commitments and Contractual Obligations
Our contractual obligations as of December 31, 20&& as follows:

Payments Due by Period

Less Than 1 More Than 5

($ in 000s) Total Year 1-3 Years 3-5 Years Years
Contractual Obligations:
Open Purchase Order Commitments $ 47,81. % 47,56: $ 248 $ - $
Operating Leases(a) 8,071 2,02( 2,68( 72C 2,651
Construction Contracts(b) 9,42: 9,42

Total(c) $ 65,31. $ 59,00¢ $ 2,92¢ % 72C % 2,651
(a) We lease office, warehouse, and laboratoryjittas under noncancelable operating leases through December 20&5lso lease cert:

equipment under various non-cancelable operatiegeke with various expiration dates through May 2016

(b) Construction contracts are related to ongeixqgansion activities at our manufacturing faciiityT aiwan.

(c) Liabilities for uncertain tax positions FASBS& Topic 740, Sulepic 10, were excluded as we are not able to raal@asonably reliak
estimate of the amount and period of related fupangments. As of December 31, 2012, we had aBil®n provision for uncertain te

positions.

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangenasné$ December 31, 2012.
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Outstanding Debt Obligations
Senior Lenders; Wells Fargo Bank, N.A.

We have a Credit Agreement, as amended (the “Chegplitement”)with Wells Fargo Bank, N. A., as a lender and awiaitrative agel
(the “Administrative Agent”).The Credit Agreement provides us with a revolvimg lof credit in the aggregate principal amounupfto $50.!
million (the “Revolving Credit Facility”).Under the Revolving Credit Facility, up to $10.0lion is available for letters of credit, the ouatstling
face amounts of which reduce availability underRewolving Credit Facility on a dollar for dollaasis. Proceeds under the Credit Agreement
be used for working capital, general corporate atigbr lawful purposes. We have not yet borrowed amounts under the Revolving Cr¢
Facility.

Borrowings under the Credit Agreement are secusedubstantially all of our personal property asgeissuant to a Security Agreem
(the “Security Agreement@ntered into by us and the Administrative Agent fi@rther security, we also pledged to the Admiaiste Agent, 65¢
of our equity interest in Impax Laboratories (Tanyanc., all of our equity interests in our whotlyvned domestic subsidiaries and must simi
pledge all or a portion of our equity interesturiure subsidiaries. Under the Credit Agreemengragrother things:

« The outstanding principal amount of all revolvingdit loans, together with accrued and unpaid éstethereon, will be due and payable
the maturity date, which will occur four years @lling the February 11, 2011 closing date.

« Borrowings under the Revolving Credit Facility wilbar interest, at our option, at either an AltegrBase Rate (as defined in the Ci
Agreement) plus the applicable margin in effectrfrime to time ranging from 0.5% to 1.5%, or a LIBQRate (as defined in the Cre
Agreement) plus the applicable margin in effectrfrime to time ranging from 1.5% to 2.5%. We alsoaequired to pay an unus
commitment fee ranging from 0.25% to 0.45% per amiased on the daily average undrawn portion oRé&eolving Credit Facility. Tt
applicable margin described above and the unuseuniment fee in effect at any given time will betefenined based on the Company’
Total Net Leverage Ratio (as defined in the Crédjteement), which is based upon our consolidatéa ttebt, net of unrestricted cast
excess of $100 million, compared to ConsolidatedTBR (as defined in the Credit Agreement) for thenediately preceding four quarters.

« We may prepay any outstanding loan under the RengRredit Facility without premium or penalty.

« We are required under the Credit Agreement andSeneurity Agreement to comply with a number of affative, negative and financ
covenants. Among other things, these covenantse(jlire us to provide periodic reports, noticesnwdterial events and informati
regarding collateral, (ii) restrict our ability, I§ect to certain exceptions and baskets, to inddit@nal indebtedness, grant liens on as
undergo fundamental changes, change the naturés dfusiness, make investments, undertake acquisitisell assets, make restric
payments (including the ability to pay dividendsiaepurchase stock) or engage in affiliate tramsast and (iii) require us to maintail
Total Net Leverage Ratio (which is, generally, tatal funded debt, net of unrestricted cash in sxag# $100 million, over our EBITDA f
the preceding four quarters) of less than 3.75@0,1a Senior Secured Leverage Ratio (which isegely, our total senior secured debt ¢
our EBITDA for the preceding four quarters) of lésan 2.50 to 1.00 and a Fixed Charge Coverag® Ratiich is, generally, our EBITD
for the preceding four quarters over the sum ohdaserest expense, cash tax payments, schedutetbdudebt payments and cag
expenditures during such four quarter period, suihije certain specified exceptions) of at leas02® 1.00 (with each such ratio as n
particularly defined as set forth in the Credit &gment). As of December 31, 2012, we were in ciampé with the various covena
contained in the Credit Agreement and the Secigfseement.

« The Credit Agreement contains customary eventseddudt (subject to customary grace periods, cugbtsi and materiality thresholc
including, among others, failure to pay principaterest or fees, violation of covenants, mateniatcuracy of representations and warrar
cross-default and crossceleration of material indebtedness and otheigatibns, certain bankruptcy and insolvency eveotstair
judgments, certain events related to the Employetedinent Income Security Act of 1974, as amenédad,a change of contre

« Following an event of default under the Credit Agrent, the Administrative Agent would be entitlectdake various actions, including
acceleration of amounts due under the Credit Agez¢rmnd seek other remedies that may be takenchyeskbcreditors.

During the years ended December 31, 2012, 20112806, unused line fees incurred under the Credieédment and our former cre
agreement, which we terminated in February 2011e\%85,000, $144,000 and $177,000, respectively.
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Recent Accounting Pronouncements

In May 2011, the Financial Accounting StandardsrBd&FASB”) amended its guidance about fair value measurenmehdiiaclosure. Tt
new guidance was issued in conjunction with a n@erhational Financial Reporting Standards ("IFR@&M) value measurement standard aime
updating IFRS to conform to U.S. GAAP. The new FA@Bdance will result in some additional disclostgquirements; however, it does not re
in significant modifications to existing FASB guittze with respect to fair value measurement andadisre. We were required to adopt
guidance on January 1, 2012 and it did not havetanial effect on our consolidated financial statats.

In December 2011, the FASB issued its updated goil@n balance sheet offsetting. This new stangeorddes guidance to determ
when offsetting in the balance sheet is approprifitee guidance is designed to enhance discloswyragduiring improved information abc
financial instruments and derivative instrumeriffe goal is to provide users of the financial stegnts the ability to evaluate the effect or potd
effect of netting arrangements on an entity's statd of financial position. This guidance will onippact the disclosures within an entity's finat
statements and notes to the financial statememtsiaes not result in a change to the accountirgnrent of financial instruments and deriva
instruments. We are required to adopt this guidamcJanuary 1, 2013, and we do not expect thetiadogf this guidance to have a material el
on our consolidated financial statements.

Item 7A. Quantitative and Qualitative Disclosures about Marlet Risk

Our cash and cash equivalents, and steont investments include a portfolio of high creglilality securities, including U.S. governm
securities, treasury bills, short-term commerciggr, and highlyated money market funds. Our entire portfoliounad in less than one year. °
carrying value of the portfolio approximates therke# value at December 31, 2012.

Our portfolio is subject to interest rate risk.sBd on the average duration of our investmentsf &eoember 31, 2012 and 2011,
increase of one percentage point in interest rategd have resulted in increases in interest incofrepproximately $1.7 million and $2.2 millic
respectively.

Financial instruments that potentially subjectmsdncentrations of credit risk consist principalfycash and cash equivalents, shertr
investments and accounts receivable. We limit @edit risk associated with cash and cash equitalend shorterm investments by placi
investments with high credit quality securitieg;liding U.S. government securities, treasury biteporate debt, shotérm commercial paper a
highly-rated money market funds. We limit our credit riskh respect to accounts receivable by performingdit evaluations when deen
necessary. We do not require collateral to seammeunts owed to us by our customers.

We had no debt outstanding as of December 31, 2012.only remaining debt instrument at December2R12 was the Wells Far
revolving credit facility, which would be subject Yariable interest rates and principal paymentsishwe decide to borrow against it.

We do not use derivative financial instruments hade no material foreign currency exchange exposureommodity price risks. S
“ltem 15. Exhibits and Financial Statement SchesledldNote 17. Segment Informatiofdr more information regarding the value of ourestmer
in Impax Laboratories (Taiwan), Inc.

Item 8. Financial Statements and Supplementary Data
The consolidated financial statements and schédidtéel in the Index to Financial Statements begigrin page B- are filed as part of tt
Annual Report on Form 10-K and incorporated bynefee herein.

Item 9. Changes in and Disagreements with Accountants on Agcunting and Financial Disclosure

On February 28, 2011, we dismissed Grant Thorntdd (CGT") and engaged KPMG LLP as our independent registaredunting publi
accounting firm effective on such date. The repé&T on our consolidated financial statementsfaand for the year ended December 31, .
did not contain an adverse opinion or disclaimespfion, nor was it qualified or modified as tocerntainty, audit scope, or accounting principles.

During our fiscal years ended December 31, 2008, ecember 31, 2010, and through February 28, 2D&te were no disagreeme
between us and GT on any matter of accounting iplen@r practice, financial statement disclosuneaoditing scope or procedure that, if
resolved to GT8 satisfaction, would have caused it to make raferdo the matter in conjunction with its report aumr consolidated financ
statements and there were no reportable evenefiagd in Item 304(a)(1)(v) of Regulation S-K.
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Item 9A. Controls and Procedures
Disclosure Controls and Procedures

The Company maintains disclosure controls and phoes (as defined in Rule 13&{e) of the Exchange Act) designed to er
information required to be disclosed by the Compiangeports it files or submits under the ExchaAge is recorded, processed, summarizec
reported within the time periods specified in tHeC3 rules and forms, and such information is aadated and communicated to the Company’
management, including its principal executive @fiand principal financial officer, as appropriaie,allow timely decisions regarding requi
disclosure.

The Company’s management, with the participatiothef Companys Chief Executive Officer and Chief Financial Offic evaluated tt
effectiveness of the Company’s disclosure contmold procedures as of the end of the period covgydtlis Annual Report on Form - Basel
upon this evaluation, the Company’s Chief Execut®#icer and Chief Financial Officer concluded t®mpanys disclosure controls a
procedures, as defined in Rule 13a-15(e) of then&xge Act, were effective at the reasonable assedenel as of December 31, 2012.

Management Report on Internal Control Over Financid Reporting

Management is responsible for establishing and taiaing adequate internal control over financiglaging, as defined in Exchange .
Rule 13a15(f), to provide reasonable assurance regardiagehability of our financial reporting and theeparation of financial statements
external purposes in accordance with generally @edeaccounting principles used in the United Std@AAP). Internal control over financ
reporting includes those policies and procedureishwii) pertain to the maintenance of records,gasonable detail, to accurately and fairly re
the transactions and dispositions of our assédjspi@vide reasonable assurance transactions aeded as necessary to permit preparatic
financial statements in accordance with GAAP, and receipts and expenditures are being made onbcaordance with authorizations of
management and directors; and (iii) provide reaslenassurance regarding prevention or timely dieteadf unauthorized acquisition, use
disposition of our assets which could have a mateffect on the financial statements. Internaltoa over financial reporting includes the cong
themselves, monitoring of those controls, interaadlit practices, and actions taken to correct wafaies as identified. Because of its inhe
limitations, internal control over financial repod may not prevent or detect misstatements. Piojez of any evaluation of internal control o
financial reporting effectiveness to future peri@as subject to risks. Over time, controls may beednadequate because of changes in cond
or deterioration in the degree of compliance withigies or procedures.

Management assessed the effectiveness of our ahteontrol over financial reporting as of DecemBgr 2012, the end of our fiscal ye
and has reviewed the results of this assessmehttiet Audit Committee of our Board of Directors. dMdgement based its assessment on ci
established in Internal Contrbokegrated Framework issued by the Committee ofnSpng Organizations of the Treadway Commis:
Managemeng assessment included evaluation of such elementealesign and operating effectiveness of keanfifal reporting controls, proct
documentation, accounting policies, and our ovematitrol environment. Based on the assessmentageament has concluded our internal co
over financial reporting was effective as of thel ef the fiscal year to provide reasonable asseraegarding the reliability of financial report
and the preparation of financial statements foemwl reporting purposes in accordance with GAARe effectiveness of our internal control ¢
financial reporting as of December 31, 2012, hantsudited by KPMG LLP, an independent registengulip accounting firm, as stated in tt
report which is included immediately below.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Impax Laboratories, Inc.

We have audited Impax Laboratories, Iadriternal control over financial reporting as afd@mber 31, 2012, based on criteria establ
in Internal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatanthe Treadway Commission (COSO). Im
Laboratories, Incs management is responsible for maintaining effeciinternal control over financial reporting and fts assessment of 1
effectiveness of internal control over financiapoeting, included in the accompanying ManagememidrReon Internal Control Over Financ
Reporting. Our responsibility is to express an mpiron the Company’s internal control over finahcégporting based on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight io@Jnited States). Tho
standards require that we plan and perform thet anidibtain reasonable assurance about whetheatigfénternal control over financial report
was maintained in all material respects. Our amdiidded obtaining an understanding of internaltadrover financial reporting, assessing the
that a material weakness exists, and testing aalli@ing the design and operating effectivenesatefnal control based on the assessed risk
audit also included performing such other procesilae we considered necessary in the circumstali¢esbelieve that our audit provide:
reasonable basis for our opinion.

A companys internal control over financial reporting is aogess designed to provide reasonable assuranceliregshe reliability o
financial reporting and the preparation of finahsi@mtements for external purposes in accordante geinerally accepted accounting principle
companys internal control over financial reporting inclgdihose policies and procedures that (1) pertaitheomaintenance of records thal
reasonable detail, accurately and fairly refleet tansactions and dispositions of the assetseo€dimpany; (2) provide reasonable assuranc
transactions are recorded as necessary to perepiaation of financial statements in accordanch génerally accepted accounting principles,
that receipts and expenditures of the company @irggbmade only in accordance with authorizationmmahagement and directors of the comp
and (3) provide reasonable assurance regardingemtien or timely detection of unauthorized acqigsit use, or disposition of the compasy’
assets that could have a material effect on ttaniiral statements.

Because of its inherent limitations, internal cohtwver financial reporting may not prevent or detmisstatements. Also, projections
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeanaate because of changes in conditions, c
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Impax Laboratories, Inc. maintainéd all material respects, effective internal eohtover financial reporting as
December 31, 2012, based on criteria establish&démal Control — Integrated Framewoiksued by the Committee of Sponsoring Organiza
of the Treadway Commission.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Biodunited States), tl
consolidated balance sheets of Impax Laboratdres.and subsidiaries as of December 31, 2012 aad,2and the related consolidated staten

of operations, comprehensive income, changes oklstdders’ equity, and cash flows for each of tkang in the twgrear period ended Decem
31, 2012, and our report dated February 26, 284&essed an unqualified opinion on those condelitifinancial statements.

/s/ KPMG LLP

Philadelphia, Pennsylvania
February 26, 2013
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Changes in Internal Control over Financial Reportirg

During the quarter ended December 31, 2012, there wo changes in the Compasiniternal control over financial reporting (asideé
in Rule 13a-15(f) of the Exchange Act) which matlyi affected, or are reasonably likely to matdyialffect, the Companyg’ internal control ov
financial reporting.

Iltem 9B. Other Information
None.
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PART IlI

Item 10. Directors, Executive Officers and Corporate Governace
Code of Ethics

We have adopted a Code of Business Conduct andsHti@ode of Ethics"}hat applies to all of our directors and employésduding ou
Chief Executive Officer, Chief Financial Officergany other accounting officer, controller or pes@erforming similar functions. The Code
Ethics is available on our website (www.impaxlabmg§ and accessible via the “Investor Relatiopaje. Any amendments to, or waivers of
Code of Ethics will be disclosed on our websitehwitfour business days following the date of suckeadment or waiver.

Additional information required by this item is orporated by reference to our definitive proxy esta¢nt for the Annual Meeting
Stockholders to be held on May 14, 2013 (“ProxyteSteent”).

Item 11. Executive Compensation
The information required by this item is incorpecby reference to the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matters

The information required by this item is incorpedtby reference to the Proxy Statement, exceptrirdtion concerning the equ
compensation plans table which is set forth infite. Market for Registrars’Common Equity, Related Stockholder Matters asdds Purchas
of Equity Securities” and which is incorporateddierby reference.

Item 13. Certain Relationships and Related Transactions, an®irector Independence
The information required by this item is incorpechby reference to the Proxy Statement.

Item 14. Principal Accounting Fees and Services
The information required by this item is incorpechby reference to the Proxy Statement.
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PART IV
Item 15. Exhibits and Financial Statement Schedules
(a)(1) Consolidated Financial Statements
The consolidated financial statements listed inltfdex to Financial Statements beginning on padedfe filed as part of this Annt

Report on Form 10-K.

(a)(2) Financial Statement Schedules
The financial statement schedule listed in the xrtde-inancial Statements on page F-1 is filedaas @f this Annual Report on Form Q-

(a)(2) Exhibits

Exhibit Description of Document

No.

3.11 Restated Certificate of Incorporation, dated Aug@st2004.(1)

3.1.2 Certificate of Designation of Series A Junior Rapating Preferred Stock, as filed with the Secyetd State of Delaware on Janu
21, 2009.(2)

3.2 Amended and Restated Bylaws, effective as of AugBs2012.(3)

4.1 Specimen of Common Stock Certificate.(4)

4.2 Preferred Stock Rights Agreement, dated as of Jwriita 2009, by and between the Company and StagisTinc., as Rights Agent.
@

10.1 Credit Agreement, dated as of February 11, 2011ardny among the Company, the Guarantors named nheéhei Lenders nam

therein and Wells Fargo Bank, National AssociatamAdministrative Agent.**(5)

10.1.1 Amendment dated as of March 19, 2012 to the Crkglieement, dated as of February 11, 2011, by arshgrnthe Company, tl
Guarantors named therein, the Lenders named theneifwells Fargo Bank, National Association as Adstiative Agent.(6)

10.1.2 Second Amendment to Credit Agreement dated asrafaig 10, 2013 to the Credit Agreement, dated asebfuary 11, 2011,
amended, by and among the Company, the Guararsonechtherein, the Lenders named therein and WaligoFBank, Nation
Association, as Administrative Agent.(7)

10.2 Security Agreement, dated as of February 11, 2b¢Bnd among the Company, the Guarantors nameeirthéne Lenders nam
therein and Wells Fargo Bank, National AssociatamAdministrative Agent.(5)

10.3.1 Impax Laboratories Inc. 1999 Equity Incentive Pi8).

10.3.2 Form of Stock Option Grant under the Impax Labaies Inc. 1999 Equity Incentive Plan.*(8)

104 Impax Laboratories Inc. 2001 Non-Qualified Employteck Purchase Plan.*(4)

105.1 Impax Laboratories Inc. Amended and Restated 2@Qet¥EIncentive Plan.*(9)

10.5.2 Form of Stock Option Grant under the Impax Labaies) Inc. Amended and Restated 2002 Equity IneerRian.*(8)
10.5.3 Form of Stock Bonus Agreement under the Impax Latooies, Inc. Amended and Restated 2002 Equitynithae Plan.*(8)
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Exhibit
No.

Description of Document

10.6

10.6.1

10.7

10.8.1

10.8.2

10.9.1

10.9.2

10.10

10.11.1

10.11.2

10.11.3

10.12.1

10.12.2

10.13.1

10.13.2

10.14

10.15.1

10.15.2

10.16.1

Impax Laboratories Inc. Executive N@ualified Deferred Compensation Plan, amended esidted effective January 1, 2008.*(
Amendment to Impax Laboratories Inc. Executive Naumlified Deferred Compensation Plan, effectivefatanuary 1, 2009.* (10)
Employment Agreement, dated as of January 1, 2t8tyeen the Company and Larry Hsu, Ph.D.*(11)

Employment Agreement, dated as of January 1, 2tdtyeen the Company and Charles V. Hildenbrand)*(11

Confidential Separation and Release Agreement aeted July 5, 2011, between the Company and CGhftlélildenbrand.*(12)
Employment Agreement, dated as of January 1, 2@dtyeen the Company and Arthur A. Koch, Jr.*(11)

General Release and Waiver, effective as of Jul2QI2, by and between the Company and Arthur AhKdr.* (13)

Employment Agreement, dated as of January 1, 20dtyeen the Company and Michael J. Nestor.*(11)

Offer of Employment Letter, effective as of Januar®009, between the Company and Christopher Meri()

Employment Agreement, dated as of January 1, 2t8tyeen the Company and Christopher Mengler, R(Ph).*

Separation Agreement and General Release, dateth&ct9, 2010, by and between the Company andtGphisr Mengler, R.Ph.*
(14)

Offer of Employment Letter, dated as of March 1012, between the Company and Mark A. Schlossberg)*(
Employment Agreement, dated as of May 2, 2011 batvike Company and Mark A. Schlossberg.*(15)

Offer of Employment Letter, dated as of August4®11, between the Company and Carole Ben-Maimo@)*(1
Employment Agreement, dated as of November 7, 20dtlyeen the Company and Carole-Ben-Maimon.*(17)
Employment Agreement, dated as of December 12,,2812nd between the Company and Bryan M. Readdi&3.*
License and Distribution Agreement, dated as ofidan19, 2006, between the Company and Shire LLE9*

Amendment dated as of March 1, 2010 to the Licearss Distribution Agreement, dated as of January 20®6, between tl
Company and Shire LLC.(15)

Joint Development Agreement, dated as of Novembg2@08, between the Company and Medicis Pharmiaeé@orporation.**(5]
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Exhibit Description of Document
No.

10.16.2 Settlement Agreement dated as of January 21, 29ahd between the Company and Medicis Pharmaceé@azaoration.***

10.16.3 First Amendment dated as of January 26, 2011 taltiet Development Agreement, dated as of Nover2ber2008, between t
Company and Medicis Pharmaceutical Corporation.(15)

10.17.1 License, Development and Commercialization Agredneiated as of December 15, 2010, by and betwee€dmpany and Gla
Group Limited.**(20)

10.17.2 First Amendment dated as of December 23, 2011 @oLibense, Development and Commercialization Age@mdated as
December 15, 2010, by and between the Company n@ Group Limited.**(15)

10.18 Supply Agreement, dated as of December 15, 2018nkybetween the Company and Glaxo Group Limitg@dG¥

10.19 Distribution, License, Development and Supply Agneet, dated as of January 31, 2012, by and betwlerCompany ar
AstraZeneca UK Limited.**(21)

11.1 Statement re computation of per share earningrfocated by reference to Note 16 to the Notes ¢msGlidated Financi
Statements in this Annual Report on Form 10-K).

21.1 Subsidiaries of the registrant.

23.1 Consent of Grant Thornton LLP.

23.2 Consent of KPMG LLP.

31.1 Certification of the Chief Executive Officer Purstiao Section 302 of the Sarbanes -Oxley Act of200

31.2 Certification of the Chief Financial Officer Pursitido Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification of the Chief Executive Officer Purstiao 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of the Sarbanes-
Oxley Act of 2002.

32.2 Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted PursumaBettion 906 of the Sarbanes-
Oxley Act of 2002.

101 The following materials from the Company’s Annua@®rt on Form 10k for the year ended December 31, 2012, formath

XBRL (eXtensible Business Reporting Language): Gonsolidated Balance Sheets as of December 31, 2022011, (ii
Consolidated Statements of Operations for eachhefthree years in the period ended December 312,20l Consolidate
Statements of Comprehensive Income for each oftlthee years in the period ended December 31, 2(\R,Consolidate
Statements of Changes in Stockholders’ Equity &mheof the three years in the period ended DeceBibe2012,(v) Consolidate
Statements of Cash Flows for each of the threesyiaahe period ended December 31, 2012 and (Mig¢Nm Consolidated Financ
Statements for each of the three years in the ¢pemoed December 31, 2012.

* Management contract, compensatory plan or gearent.
**  Confidential treatment granted for certain pons of this exhibit pursuant to Rule 22hinder the Securities Exchange Act of 1934, anded
(the “Exchange Act”), which portions are omittedidited separately with the SEC.
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***Confidential treatment requested for certain pons of this exhibit pursuant to Rule 24b-2 untter Exchange Act, which portions are omitted
and filed separately with the SEC.

T Pursuant to Rule 406T of RegulationTSthe Interactive Data Files in Exhibit 101 herate deemed not filed or part of a registratiotest&nt o
prospectus for purposes of Sections 11 or 12 oStwurities Act of 1933, as amended, are deemefilembfor purposes of Section 18 of the
Exchange Act and otherwise are not subject tolitghinder those sections.

(1) Incorporated by reference to Amendment No. théoCompany’s Registration Statement on Forml&@ fin December 23, 2008.

(2) Incorporated by reference to the Company’s €nhirReport on Form 8-K filed on January 22, 2009.

(3) Incorporated by reference to the Company’s €nirReport on Form 8-K filed on August 28, 2012.

(4) Incorporated by reference to the Company'’s &egfion Statement on Form 10 filed on October2D08.

(5) Incorporated by reference to the Company’s @uigrReport on Form 10-Q for the quarter endeddid@1, 2011.

(6) Incorporated by reference to the Company’s @uigrReport on Form 10-Q for the quarter endeddiid@1, 2012.

(7) Incorporated by reference to the Company’s €nhirReport on Form 8-K filed on January 10, 2013.

(8) Incorporated by reference to the Company’s AahiReport on Form 10-K for the year ended Decer3the2008.

(9) Incorporated by reference to the Company’s idifie Proxy Statement on Schedule 14A filed oniApt, 2010.

(10) Incorporated by reference to the Company’srt@dst Report on Form 10-Q for the quarter endeddi881, 2010.

(11) Incorporated by reference to the Company’sé@urReport on Form 8-K filed on January 14, 2010.

(12) Incorporated by reference to the Company’sé&@urReport on Form 8-K filed on July 11, 2011.

(13) Incorporated by reference to the Company’sé&@urReport on Form 8-K filed on July 18, 2012.

(14) Incorporated by reference to the Company’s@urReport on Form 8-K filed on October 22, 2010.

(15) Incorporated by reference to the Company’suahiReport on Form 10-K for the year ended DecerBhep011.

(16) Incorporated by reference to the Company’srt@ds Report on Form 10-Q for the quarter endept&aber 30, 2011.

(17) Incorporated by reference to the Company’'s@urReport on Form 8-K filed on November 9, 2011.

(18) Incorporated by reference to the Company’sé&@uirReport on Form 8-K filed on December 13, 2012.

(19) Incorporated by reference to the Company’suahiReport on Form 10-K for the year ended DecerBlheP009.

(20) Incorporated by reference to the Company’suahiReport on Form 10-K for the year ended DecerBlhep010.

(21) Incorporated by reference to the Company’sé&@urReport on Form 8-K/A filed on April 2, 2012.
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Impax Laboratories, Inc.
Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Impax Laboratories, Inc.

We have audited the accompanying consolidated balsheets of Impax Laboratories, Inc. and subsdias of December 31, 2012
2011, and the related consolidated statementsarftipns, comprehensive income, changes in stodkhslequity, and cash flows for each of
years in the twagrear period ended December 31, 2012. In connewtittnour audits of the consolidated financial sta¢ats, we have also audi
the related financial statement schedule. Thessatiolated financial statements and the relatechiiz statement schedule are the responsibil
the Companys management. Our responsibility is to expresspaman on these consolidated financial statementsfimancial statement sched
based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBlo(United States). Thc
standards require that we plan and perform thetdadbbtain reasonable assurance about whethefirthecial statements are free of mate
misstatement. An audit includes examining, on & lesis, evidence supporting the amounts and digidg in the financial statements. An a
also includes assessing the accounting principdesl and significant estimates made by managementeh as evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all malespects, the financial position of Imj
Laboratories, Inc. and subsidiaries as of DecerBbheP012 and 2011, and the results of their opmratand their cash flows for each of the yez
the twoyear period ended December 31, 2012, in conformitll U.S. generally accepted accounting principfiso in our opinion, the relat
financial statement schedule, when considered latioa to the basic consolidated financial statet:i¢aken as a whole, presents fairly, ir
material respects, the information set forth therei

We also haveaudited, in accordance with the standards of thieli®@€ompany Accounting Oversight Board (United t&3, Impa
Laboratories, Inc.’s internal control over finardieporting as of December 31, 2012, based onri@itsstablished internal Control —Integratec

Frameworkissued by the Committee of Sponsoring Organizatafrithe Treadway Commission (COSO), and our regated February 26, 20
expressedan unqualified opinion on the effectiveness of@mmpany’s internal control over financial reporting

/sl KPMG LLP

Philadelphia, Pennsylvania
February 26, 2013
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Impax Laboratories, Inc.
Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Impax Laboratories, Inc.

We have audited the accompanying consolidated talaheet of Impax Laboratories, Inc. (a Delawarpamtion) and Subsidiaries (
“Company”) as of December 31, 2010, and the relaimasolidated statements of operations, changesoitkholders’equity, comprehensi'
income, and cash flows for the year ended DecerBhe2010. Our audit of the basic consolidated fom@nstatements included the finan
statement schedule, listed in the index appeanmtgultem 15. These financial statements and fiahstatement schedule are the responsibili
the Companys management. Our responsibility is to expresspaman on these financial statements and finarat&lement schedule based on
audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight io@Jnited States). Tho
standards require that we plan and perform thetdadbbtain reasonable assurance about whethefirthecial statements are free of mate
misstatement. An audit includes examining, on & lesis, evidence supporting the amounts and digidg in the financial statements. An a
also includes assessing the accounting principdesl and significant estimates made by managementeh as evaluating the overall finan
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all malespects, the financial position of Imj
Laboratories, Inc. and Subsidiaries as of Decer8heR010, and the results of their operations heit tash flows for the year ended Decembe
2010 in conformity with accounting principles geailr accepted in the United States of America. Alsoour opinion, the related financ
statement schedule, when considered in relatioth¢obasic consolidated financial statements talea ahole, presents fairly, in all mate
respects, the information set forth therein.

/s/ Grant Thornton LLP

Philadelphia, Pennsylvania
February 25, 2011
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ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Inventory, net

Deferred income taxes

Prepaid expenses and other current assets
Total current assets

Property, plant and equipment, net
Other assets

Deferred income taxes

Intangible assets, net

Goodwill

Total assets

IMPAX LABORATORIES, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities

Accounts payable

Accrued expenses

Accrued profit sharing and royalty expenses
Deferred revenue

Total current liabilities

Deferred revenue
Other liabilities

Total liabilities

Commitments and contingencies (Notes 18 and 19)

Stockholders’ equity:

Preferred Stock, $0.01 par value, 2,000,000 shart®rizedno shares outstanding at Decembe

2012 and 2011

Common stock, $0.01 par value, 90,000,000 shart®@zed and8,516,251 and 66,748,336 shi

issued at December 31, 2012 and 2011, respectively

Additional paid-in capital
Treasury stock - 243,729 shares

Accumulated other comprehensive income

Retained earnings
Total stockholders’ equity

Total liabilities and stockholders’ equity

December 31,

December 31,

2012 2011
$ 142,16 $ 104,41
156,75t 241,99

92,24¢ 153,77

89,76 54,17

42,52 37,85:

22,08: 7,71¢

545 54: 599,93

180,75t 118,15t

42,75 45,91

19,39« 28

47,95( 2,25(

27,57 27,57

$ 863,97( $ 793,85
$ 41,340 $ 22,95¢
92,74 70,11¢

4,93¢ 40,76¢

6,271 23,02

145,29 156,86

6,36: 17,13

21,21( 16,92¢

172,86° 190,91

68t 667

314,71 285,96t

(2,157 (2,157

5,241 1,72¢

372,61 316,74:

691,10: 602,94:

$ 863,97( $ 793,85

The accompanying notes are an integral part oktheasolidated financial statements.
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Revenues:
Global Division revenues, net
Impax Division revenues, net
Total revenues
Cost of revenues
Gross profit

Operating expenses:
Research and development
Patent litigation
Selling, general and administrative

Total operating expenses
Income from operations
Other (expense) income, net
Interest income

Interest expense

Income before income taxes
Provision for income taxes

Net income

Net Income per shar
Basic

Diluted

IMPAX LABORATORIES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(amounts in thousands, except share and per shadata)

Weighted average common shares outstanding:

Basic
Diluted

Years Ended
December 31

2012 2011 2010
$ 44868, $ 491,71 $ 864,66
133,01( 21,20¢ 14,84
581,69: 512,91¢ 879,50¢
299,13¢ 254,62+ 340,24
282,55 258,29! 539,26:
81,32( 82,70: 86,22:

9,77: 7,50¢ 6,38¢

108,47( 68,47’ 53,33
199,56: 158,68« 145,93¢
82,99: 99,61 393,32
(139) (2,497) (25¢5)

1,08¢ 1,14¢ 1,037
(632) (157) (167)

83,31: 98,11: 393,93¢

27 43¢ 32,61¢ 143,52

$ 55,87: $ 65498 $ 250,41
$ 0.8 $ 1.0: $ 4.0¢
$ 0.8 $ 097 $ 3.82
65,660,27 64,126,85 62,037,90
68,404,55 67,319,98 65,565,13

The accompanying notes are an integral part okthessolidated financial statements.
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IMPAX LABORATORIES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(amounts in thousands)

Comprehensive Income Years Ended December 31,
2012 2011 2010
Net income $ 55,87: $ 65,49 $ 250,41¢
Currency translation adjustments 3,52( (1,08%) 3,33¢
Comprehensive income $ 59,39: $ 64,40¢ $ 253,75:

The accompanying notes are an integral part okthessolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS'
FOR EACH OF THE THREE YEARS IN THE PERIOD ENDED DEC EMBER 31, 2012

IMPAX LABORATORIES, INC.

(amounts in thousands)

EQUITY

Accumulated

Additional Other
Common Stock Paid-In Treasury Retained Comprehensiv

Stockholders’ Equity Shares Par Value Capital Stock Earnings  Income (loss) Total
Balance at December 31, 2009 61,96¢ $ 62z $ 22323¢ $ (2,157 $ 82t $ (529 $ 222,00t
2010
Exercise of stock optionsissuance ¢

restricted stock angale of common sto

under ESPP 2,49t 25 15,00 15,02¢
Share-based compensation expense 10,69: 10,69:
Issuance of common stock in settlemef

royalty obligation 16 332 332
Tax benefit related to exercise atock

options and restricted stock 6,17 6,17
Currency translation adjustments 3,33¢ 3,33¢
Net income 250,41¢ 250,41¢
Balance at December 31, 2010 64,47’ 647 255,441 (2,157 251,24t 2,811 507,98
2011
Exercise of stock optionsissuance ¢

restricted stock anglale of common sto

under ESPP 2,027 20 11,30¢ 11,32¢
Share-based compensation expense 12,68¢ 12,68t
Tax benefit related to exercise afock

options and restricted stock 6,53¢ 6,53¢
Currency translation adjustments (1,087 (1,087
Net income 65,49¢ 65,49¢
Balance at December 31, 2011 66,50¢ 667 285,96¢ (2,157%) 316,74: 1,724 602,94:
2012
Exercise of stock options issuance of

restricted stock and sale of common st

under ESPP 1,76¢ 18 7,74¢ 7,764
Share-based compensation expense 16,30 16,30:
Tax benefit related to exercise atock

options and restricted stock 4,70z 4,70z
Currency translation adjustments 3,52( 3,52(
Net income 55,87 55,87
Balance at December 31, 2012 68,27: $ 68t $ 31471 $ (2,157 $ 372,61: $ 524¢ $ 691,10:

The accompanying notes are an integral part oktheasolidated financial statements.
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IMPAX LABORATORIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

Years Ended December 31,

2012 2011 2010
Cash flows from operating activities:
Net income $ 55,87: $ 65,49t $ 250,41¢
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 77,93¢ 15,71( 12,67«
In-process research and development charge 1,55(C -- --
Accretion of interest income on short-term investise (63¢€) (870) (63€)
Deferred income taxes (benefits) (18,867 13,64 42,94:
Tax benefit related to the exercise of employeekstptions (4,7072) (6,53%) (6,172
Deferred revenue 2,27¢ 2,56¢ 35,70
Deferred product manufacturing costs (2,827 (1,727 (10,640
Recognition of deferred revenue (29,099 (25,579 (230,95)
Amortization of deferred product manufacturing sost 11,66¢ 3,111 108,64
Accrued profit sharing and royalty expense 72,10¢ 107,76( 101,24°
Payments of profit sharing and royalty expense (107,939 (81,145 (140,799
Share-based compensation expense 16,30: 12,68t 10,71«
Bad debt expense -- 168 277
Payments on accrued litigation settlements -- -- (5,86%)
Changes in certain assets and liabilities:
Accounts receivable 61,524 (71,887 103,52:
Inventory (35,58 (9,629 4,581
Prepaid expenses and other assets (20,757 (17,627 (12,099
Accounts payable and accrued expenses 24,11% (2,047) (17,89¢)
Other liabilities 3,254 2,25¢ 4,081
Net cash provided by operating activities 106,20¢ 6,35¢ 249,76
Cash flows from investing activities:
Purchase of short-term investments (210,689 (359,64¢) (403,08¢)
Maturities of short-term investments 296,56t 375,12¢ 205,71¢
Purchases of property, plant and equipment (66,900 (30,529 (16,26)
Payments for product licensing rights, net (104,760 -- --
Net cash used in investing activities (85,782 (15,04 (213,63Y
Cash flows from financing activities:
Proceeds from exercise of stock options and ESPP 12,61« 14,77¢ 17,72¢
Tax benefit related to the exercise of employeekstptions and restricted stock 4,70z 6,53t 6,17
Net cash provided by financing activities 17,31¢ 21,30¢ 23,90(
Net increase in cash and cash equivalents 37,74 12,62 60,02¢
Cash and cash equivalents, beginning of year 104,41¢ 91,79¢ 31,77(
Cash and cash equivalents, end of year $ 142,16: $ 104,41¢ % 91,79¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Supplemental disclosure of non-cash investing arah€ing activities:

Years Ended December 31,

2012 2011 2010
(in $000s)
Cash paid for interest $ 54¢€ $ 16€ $ 167
Cash paid for income taxes $ 55,35¢ $ 24,42. % 129,76:

Unpaid vendor invoices of approximately $10,017,09095,000 and $3,119,000 which were accrued &eoémber 31, 2012, 2011 ¢
2010, respectively, are excluded from the purcloigeoperty, plant, and equipment and the changedounts payable and accrued expenses.

The accompanying notes are an integral part okthessolidated financial statements.
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IMPAX LABORATORIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012, 2011, 2010

1. THE COMPANY

Impax Laboratories, Inc. (“Impax” or “Company”) & technologypased, specialty pharmaceutical company. The Coynpas twi
reportable segments, referred to as the “GlobatrRfigeuticals Division”, (“Global Division”) and tH#émpax Pharmaceuticals Division”, Ifhpax
Division”).

The Global Division develops, manufactures, salig] distributes generic pharmaceutical productsamily through four sales channt
the “Global products’sales channel, for generic pharmaceutical presonigiroducts the Company sells directly to wholessllarge retail dru
chains, and others; the “Private Label” sales chhrfar generic pharmaceutical over-the-counterT@D) and prescription products the Comp
sells to unrelated third-party customers who imtsell the product under their own label; the “RattRer” sales channel, for generic prescrip
products sold through unrelated thpdrty pharmaceutical entities under their own lghekuant to alliance and collaboration agreememtd; th
“OTC Partner” sales channel, for generic pharmacau©OTC products sold through unrelated thpattty pharmaceutical entities under their
label pursuant to alliance and collaboration ages@s1 Revenues from the “Global Products” saleswcél and the “Private Labefales chann
are reported under the caption “Global Productssaiet” in “ Note 21 — Supplementary Financial tnfiation. ” The Company also genere
revenue from research and development servicesdewwnder a joint development agreement with arelated third party pharmaceuti
company, and reports such revenue under the caff@esearch Partner” revenue in “ Note 21 — Supptearg Financial Information. " The
Company provides these services through the rdsaat development group in the Global Division.

The Impax Division is engaged in the developmentpadprietary brand pharmaceutical products throirghrovements to already-
approved pharmaceutical products to address cemrabus system (“CNS'flisorders. The Impax Division currently has onerinally develope
late stage branded pharmaceutical product candiBMEARY™ (IPX066), an extended release capsulenfdation of carbidopdevodopa for th
symptomatic treatment of Parkinson’s disease, foickvthe New Drug Application (“NDA"was accepted for filing by the U.S. Food and [
Administration (“FDA”) in February 2012 and which the Company receivedomilete Response Letter from the FDA in January320he
Company is currently working with the FDA on thepegpriate next steps for the RYTARY™ NDA. In additito RYTARY ™, the Impax Divisic
has a number of other product candidates thatrasaiying stages of development. The Impax Divisi® also engaged in product sales
promotion through a direct sales force focused mmpting to physicians, primarily in the CNS comritynpharmaceutical products developec
an unrelated thirgharty pharmaceutical company. Additionally, the @amy generates revenue in the Impax Division frasearch ar
development services provided under a developnmahtieense agreement with another unrelated théndy pharmaceutical company. Finally,
Company generates revenue in the Impax DivisioreuadLicense, Development and CommercializationeAgrent with another unrelated third-
party pharmaceutical company.

In California, the Company utilizes a combinatiohosvned and leased facilities mainly located in Wayd. The Compang’ primar
properties in California consist of a leased offimélding used as the Compasycorporate headquarters, in addition to five pribge it owns
including a research and development center fadlitd a manufacturing facility. Additionally, tf@ompany leases two facilities in Haywz
utilized for additional research and developmedtiaistrative services, and equipment storage.einnBylvania, the Company owns a packay
warehousing, and distribution center located inld@lelphia and leases a facility in New Britain uded sales and marketing, finance,
administrative personnel, as well as providing tiddal warehouse space. Outside the United State$aiwan, R.O.C., the Company own
manufacturing facility.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedhia United States (“GAAP"and thi
rules and regulations of the U.S. Securities & Exge Commission (SEC) requires the use of estimaidsassumptions, based on com
judgments considered reasonable, and affect thertezb amounts of assets and liabilities and discf contingent assets and contin
liabilities at the date of the consolidated finahatatements and the reported amounts of reveame€xpenses during the reporting period.
most significant judgments are employed in estisiated in determining values of tangible and intdagssets, legal contingencies, tax asset
tax liabilities, fair value of shareased compensation related to equity incentive dsvimsued to employees and directors, and estimatss il
applying the Compang’ revenue recognition policy including those ralatie accrued chargebacks, rebates, product retitedicare, Medicait
and other government rebate programs, stteltk adjustments, and the timing and amount oérded and recognized revenue and deferre:
amortized product manufacturing costs related liarmle and collaboration agreements. Actual resulay differ from estimated results. Cer
prior year amounts have been reclassified to camforthe presentation for the year ended Decenthe2(BL2.

Principles of Consolidation

The consolidated financial statements of the Compaciude the accounts of the operating parent @mplmpax Laboratories, Inc.,
wholly owned subsidiaries, including Impax Laborase (Taiwan) Inc., and an equity investment infi@adth Biotech, Inc. (“Prohealth’) which
the Company held a 57.54% majority ownership irsieat December 31, 2012. As of December 31, 20ddheRlth was in the process of be
liquidated. All significant intercompany accouarsd transactions have been eliminated.

Cash and Cash Equivalents

The Company considers all shéetm investments with maturity of three months essl at the date of purchase to be
equivalents. Cash and cash equivalents are saaitEbt, which, for cash equivalents, approximé@svalue due to their shoterm maturity. Th
Company is potentially subject to financial instemh concentration of credit risk through its casld aash equivalents. The Company main
cash and cash equivalents with several major fiadnostitutions. Such amounts frequently exceestldfal Deposit Insurance Corpora
(“FDIC") limits.

Short-Term Investments

Shortterm investments represent investments in fixeel financial instruments with maturities of gredatean three months but less thar
months at the time of purchase. The Company’s gbart investments are held in U.S. Treasury seesritcorporate bonds, and high g
commercial paper, which are not insured by the EDIGey are stated at amortized cost, which appratés fair value due to their sheetsr
maturity, generally based upon observable marketgeaof similar securities.

Fair Value of Financial Instruments

The Companys deferred compensation liability is carried at ¥adue of the amount owed to participants, andeisved from observahb
market data by reference to hypothetical investmemhe carrying values of other financial assets Babilities such as accounts receive
accounts payable and accrued expenses approxineatéair values due to their short-term nature.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Contingencies

In the normal course of business, the Company ligestito loss contingencies, such as legal proogsdand claims arising out of
business, covering a wide range of matters, inolydamong others, patent litigation, shareholdeslats, and product and clinical trial liabilityn
accordance with Financial Accounting Standards 8¢&ASB”) Accounting Standards CodificatidM (“ASC”) Topic 450, "Contingencies”, t
Company records accruals for such loss contingeneleen it is probable a liability will been incudr@and the amount of loss can be reasor
estimated. The Company, in accordance with FASB A8fic 450, does not recognize gain contingencies tealized. The Company records
accrual for legal costs in the period incurreddiscussion of contingencies is included in the “@atments and Contingencies,” andegal an
Regulatory Matters” footnotes below.

Allowance for Doubtful Accounts
The Company maintains allowances for doubtful ant®for estimated losses resulting from amountsnéeketo be uncollectible from
customers; these allowances are for specific am@mmtertain accounts based on facts and circunetatetermined on a case-by-case basis.

Concentration of Credit Risk

Financial instruments that potentially subject @empany to concentrations of credit risk are casish equivalents, shadssfr
investments, and accounts receivable. The Companitg its credit risk associated with cash, casfuiealents and shoterm investments t
placing its investments with high quality money k&rfunds, corporate debt, and shierm commercial paper and in securities backedhbykS
Government. The Company limits its credit risktwiespect to accounts receivable by performingice@luations when deemed necessary.
Company does not require collateral to secure atsaumed to it by its customers.

The following tables present the percentage ofl tataounts receivable and gross revenues represégtéhe Company five larges
customers as of and for the years ended Decemb&032, 2011 and 2010:

Percent of Total Accounts Receivable 2012 2011 2010

Customer #1 31.% 30.42% 15.(%
Customer #2 23.2% 12.9% 18.2%
Customer #3 18.4% 25.7% 28.2%
Customer #4 --% 8.6% 13.5%
Customer #5 -% -% 2.%
Customer #6 3.7% 2.5% --%
Customer #7 3.1% --% --%
Total Five largest customers 80.4% 80.1% 78.1%
Percent of Gross Revenues 2012 2011 2010

Customer #1 25.2% 19.¢% 14.1%
Customer #2 21.8% 15.% 19.%
Customer #3 15.1% 19.4% 14.2%
Customer #4 9.2% 12.2% 6.5%
Customer #5 2.% 2.4% 3.4%
Total Five largest customers 74.2% 69.7% 58.1%

During the years ended December 31, 2012, 201128h6, the Compang’top ten generic products accounted for 70%, 766688%
respectively, of Global Product sales, net. In mapax Division, revenue from sales of Zomig®oducts pursuant to our Distribution, Licer
Development and Supply Agreement with AstraZenemmanted for 100% of our Impax Product sales, Refer to “ Note 21 -Supplement:
Financial Information ” for more information.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Inventory

Inventory is stated at the lower of cost or markxist is determined using a standard cost methwtihee cost flow assumption is first
first out (“FIFO”) flow of goods. Standard costs are revised annualtyd significant variances between actual costs standard costs ¢
apportioned to inventory and cost of goods solde8aspon inventory turnover. Costs include matgrildbor, quality control, and product
overhead. Inventory is adjusted for shdated, unmarketable inventory equal to the diffeegmetween the cost of inventory and the estimeaéd
based upon assumptions about future demand andetmawkditions. If actual market conditions areslésvorable than those projected by
Company, additional inventory write-downs may bguieed. Consistent with industry practice, the @amy may build préaunch inventories
certain products which are pending required apprrean the FDA and/or resolution of patent infrimyent litigation, when, in the Compansy’
assessment, such action is appropriate to inctéaseommercial opportunity and FDA approval is exed in the near term and/or the litiga
will be resolved in the Comparg/favor. The Company accounts for all costs oé ifflcilities, excess freight and handling costs] amste:
materials (spoilage) as a current period chargedordance with GAAP.

Property, Plant and Equipment

Property, plant and equipment are recorded at ddaintenance and repairs are charged to expensewsed and costs of improveme
and renewals are capitalized. Costs incurred imection with the construction or major renovatidrfiacilities, including interest directly relaté¢a
such projects, are capitalized as constructionragness. Depreciation is recognized using the@itdine method based on the estimated u:
lives of the related assets, which are 40 yearbdddings, 15 years for building improvements,eseto 10 years for equipment, and three to <
years for office furniture and equipment. Land andstruction-in-progress are not depreciated.

Goodwill

In accordance with FASB ASC Topic 350, "Goodwillda®ther Intangibles", rather than recording pedoamortization, goodwill
subject to an annual assessment for impairmenpplyiag a fair value based test. Under FASB ASQ®ig®50, if the fair value of the reporti
unit exceeds the reporting umsit’carrying value, including goodwill, then goodwi considered not impaired, making further analyso
required. The Company considers the Global Divissmd the Impax Division operating segments to daeha reporting unit. The Comps
attributes the entire carrying amount of goodwaltiie Global Division.

The Company concluded the carrying value of goddmals not impaired as of December 31, 2012 and 28lthe fair value of the Glol
Division exceeded its carrying value at each ddtee Company performs its annual goodwill impairtngsst in the fourth quarter of e
year. The Company estimated the fair value of @ebal Division using a discounted cash flow motsl both the reporting unit and 1
enterprise. In addition, on a quarterly basis, Glwenpany performs a review of its business operatio determine whether events or chang
circumstances have occurred which could have arrabéelverse effect on the estimated fair valuéhefreporting unit, and thus indicate a pote
impairment of the goodwill carrying value. If suetients or changes in circumstances were deentealv®occurred, the Company would perf
an interim impairment analysis, which may inclutle preparation of a discounted cash flow modekamsultation with one or more valuat
specialists, to determine the impact, if any, om @ompany’s assessment of the reporting sifitir value. The Company has not to date de:
there to have been any significant adverse chaingth®e legal, regulatory, or general economic emvinent in which the Company conducts
business operations.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Revenue Recognition

The Company recognizes revenue when the earninnge$s is complete, which under SEC Staff Accourinietin No. 104, Topic Nt
13, “Revenue Recognition” (“SAB 104"} when revenue is realized or realizable and elnhere is persuasive evidence a revenue arramg
exists, delivery of goods or services has occuttezlsales price is fixed or determinable, andectdlbility is reasonably assured.

The Company accounts for material revenue arrangemehich contain multiple deliverables in accommamwith FASB ASC Topic 605-
25, revenue recognition for arrangements with rpldtelements, which addresses the determinatiavhether an arrangement involving multi
deliverables contains more than one unit of acingn delivered item within an arrangement is é¢desed a separate unit of accounting on
both of the following criteria are met:

« the delivered item has value to the customer daradsalone basis; and
« if the arrangement includes a general right ofrretelative to the delivered item, delivery or penmhance of the undelivered iten
considered probable and substantially in the cbofrthe vendor.

Under FASB ASC Topic 6035, if both of the criteria above are not met, tiseparate accounting for the individual deliverabeno
appropriate. Revenue recognition for arrangemeittsmultiple deliverables constituting a single tusfi accounting is recognized generally ovel
greater of the term of the arrangement or the drpeperiod of performance, either on a straigtg- basis or on a modified proportio
performance method.

The Company accounts for milestones related toareBeand development activities in accordance Wi#8B ASC Topic 60528,
milestone method of revenue recognition. FASB AB@pic 60528 allows for the recognition of consideration, @hiis contingent on tl
achievement of a substantive milestone, in itsetytin the period the milestone is achieved. Aestone is considered to be substantive if alhe
following criteria are met: the milestone is commmrate with either: (1) the performance requireddbieve the milestone, or (2) the enhance
of the value of the delivered items resulting frtira performance required to achieve the milesttreemilestone relates solely to past performe
and, the milestone payment is reasonable relatiadl bf the deliverables and payment terms withimagreement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Global Product sales, net, and Impax Product sates,

The Global Product sales, net and Impax Produ@ssalet include revenue recognized related to dmpsnof generic and branc
pharmaceutical products to the Compangtistomers, primarily drug wholesalers and retalins. Gross sales revenue is recognized atrtteetitile
and risk of loss passes to the customer, whiclei@lly when product is received by the custor@éobal and Impax Product revenue, net
include deductions from the gross sales price @dl& estimates for chargebacks, rebates, disgibgervice fees, returns, shstbck, and oth
pricing adjustments. The Company records an estifftaitthese deductions in the same period whemtevé recognized. A summary of eac
these deductions is as follows:

Chargebacks
The Company has agreements establishing contramspfor certain products with certain indirect tomsers, such as managed 1

organizations, hospitals and government agencies punchase products from drug wholesalers. Theraohnprices are lower than the prices
customer would otherwise pay to the wholesaler, thedprice difference is referred to as a chargebahbich generally takes the form of a cr
memo issued by the Company to reduce the invoiceslsgselling price charged to the wholesaler. Aimeded accrued provision for chargeh
deductions is recognized at the time of produgprsleint. The primary factors considered when estirgatiie provision for chargebacks are
average historical chargeback credits given, the ahiproducts shipped, and the amount of inventaryhand at the major drug wholesalers

whom the Company does business. The Company alsitars actual chargebacks granted and compares thethe estimated provision

chargebacks to assess the reasonableness of tigelzdek reserve at each quarterly balance sheet dat

Rebates

The Company maintains various rebate programsitgittustomers in an effort to maintain a competifposition in the marketplace ant
promote sales and customer loyalty. The rebatesrghy take the form of a credit memo to reduceithmiced gross selling price charged -
customer for products shipped. An estimated accpredision for rebate deductions is recognizedhatttme of product shipment. The prim
factors the Company considers when estimating tbeigion for rebates are the average historicakgrpce of aggregate credits issued, the
products shipped and the historical relationshipebhtes as a percentage of total gross prodwes, ghe contract terms and conditions of the va
rebate programs in effect at the time of shipmeand the amount of inventory on hand at the majog dvholesalers with whom the Company ¢
business. The Company also monitors actual relpmgesed and compares them to the estimated poovisr rebates to assess the reasonabl
of the rebate reserve at each quarterly balanca dlate.

Distribution Service Fees

The Company pays distribution service fees to séwrits wholesaler customers related to salegsdimpax Products. The wholesa
are generally obligated to provide the Company wighiodic outbound sales information as well asimory levels of the Compars/Impa
Products held in their warehouses. Additionatg wholesalers have agreed to manage the vawatiiltheir purchases and inventory levels wi
specified days on hand limits. An accrued providir distribution service fees is recognized attilne products are shipped to wholesalers.

Returns

The Company allows its customers to return produmgproved by authorized personnel in writing grtblephone with the lot number ¢
expiration date accompanying any request and ifi quoducts are returned within six months priorotountil twelve months following, tt
products’expiration date. The Company estimates and rezegrn accrued provision for product returns asregptage of gross sales based
historical experience. The product return reséwvestimated using a historical lag period, whighhie time between when the product is solc
when it is ultimately returned, and estimated met@tes which may be adjusted based on variousrmgdins including changes to internal poli
and procedures, changes in business practices;amnihercial terms with customers, competitive positdf each product, amount of inventor
the wholesaler supply chain, the introduction ofvnFoducts, and changes in market sales informafidre Company also considers other fac
including significant market changes which may ictdfature expected returns, and actual productmetuThe Company monitors actual return
a quarterly basis and may record specific provision returns it believes are not covered by hisabpercentages.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

SheltStock Adjustments

Based upon competitive market conditions, the Compaay reduce the selling price of certain Globalifhon products. The Compa
may issue a credit against the sales amount ts@roer based upon their remaining inventory ofghaduct in question, provided the custo
agrees to continue to make future purchases ofuptddom the Company. This type of customer cresliteferred to as a shdfeck adjustmer
which is the difference between the sales pricethadevised lower sales price, multiplied by arneste of the number of product units on har
a given date. Decreases in selling prices are atisaary decisions made by the Company in resptmsearket conditions, including estima
launch dates of competing products and declinemarket price. The Company records an estimatestieffstock adjustments in the periot
agrees to grant such a credit memo to a customer.

Medicaid and Other Government Pricing Programs

As required by law, the Company provides a rebatdrags dispensed under the Medicaid program, MeeliPart D, TRICARE, and ott
U.S. government pricing programs. The Company deters its estimated government rebate accrual pitymizased on historical experience
claims submitted by the various states and othé&dietions and any new information regarding chemip the various programs which may im
the Companys estimate of government rebates. In determiniegaghpropriate accrual amount, the Company conshdsiarical payment rates e
processing lag for outstanding claims and paymdrite.Company records estimates for governmenteslast a deduction from gross sales, w
corresponding adjustment to accrued liabilities.

Cash Discounts
The Company offers cash discounts to its custongerserally 2% of the gross selling price, as aeritive for paying within invoice tern
which generally range from 30 to 90 days. An estimed cash discounts is recorded in the same paricaeh revenue is recognized.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Rx Partner and OTC Partner:

The Rx Partner and OTC Partner contracts includermge recognized under alliance and collaboratgreeanents between the Comp
and unrelated thirgrarty pharmaceutical companies. The Company hasrezhtinto these alliance agreements to develop etiagk and/c
distribution relationships with its partners tolyukeverage its technology platform.

The Rx Partners and OTC Partners alliance agresnwdtigate the Company to deliver multiple goodsd/an services over extenc
periods. Such deliverables include manufacturedmaeeutical products, exclusive and sem@lusive marketing rights, distribution licensagn¢
research and development services. In exchangthése deliverables the Company receives paymeuts its agreement partners for proc
shipments and research and development servicdsmay also receive other payments including royaityfit sharing, upfront, and perio
milestone payments. Revenue received from tharadi agreement partners for product shipments uthdse agreements is not subjec
deductions for chargebacks, rebates, product retamd other pricing adjustments. Royalty andipsbfaring amounts the Company receives L
these agreements are calculated by the respedieeraent partner, with such royalty and profit shemounts generally based upon estimat
net product sales or gross profit which includenestes of deductions for chargebacks, rebates,upta@turns, and other adjustments the alli
agreement partners may negotiate with their resgecustomers. The Company records the agreenshigr's adjustments to such estim
amounts in the period the agreement partner regiigtamounts to the Company.

The Company applies the updated guidance of ASC260%Multiple Element Arrangementdb the Strategic Alliance Agreement w
Teva Pharmaceuticals Curacao N.V., a subsidiarfesfa Pharmaceutical Industries Limited (“Teva Agneat”). The Company looks to t
underlying delivery of goods and/or services whiore rise to the payment of consideration underTieea Agreement to determine the approp
revenue recognition. The Company initially defeosisideration received as a result of researctdemdlopmentelated activities performed un
the Teva Agreement. The Company recognizes defeegenue on a straighihe basis over the expected period of performafocesuct
services. Consideration received as a resulteofrtanufacture and delivery of products under theaTggreement is recognized at the time title
risk of loss passes to the customer which is gdperhien product is received by Teva. The Compagognizes profit share revenue in the pe
earned.

OTC Partner revenue is related to an agreement Riitker Inc. (formerly Wyeth) with respect to thepply of over-thezounte
pharmaceutical products. The OTC Partner salesnehads no longer a core area of the businessttandver-thezcounter pharmaceutical prodc
the Company sells through this sales channel aler giroducts which are only sold to Pfizer, andohare currently sold at a loss. Finally,
manufacturing of the over-the-counter pharmaceupoaducts is the Compars/only continuing obligation under this agreemeithvfizer. Ir
order to avoid deferring the losses incurred upuprsent of these products to Pfizer, Inc., the Canyprecognizes revenue, and the assoc
manufacturing costs, at the time title and riskogk passes to Pfizer which is generally when tbdyrt is shipped. The Company recognizes |
share revenue in the period earned.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Research Partner:

The Research Partner contract includes revenuegmezeml under development agreements with unreldigd-party pharmaceutic
companies. The development agreements generdiyatdbothe Company to provide research and devetopreervices over multiple periods
exchange for this service, the Company receivetbuppayments upon signing of each developmenteageat and is eligible to receive conting
milestone payments, based upon the achievemerdnfactually specified events. Additionally, ther@pany may also receive royalty paym:
from the sale, if any, of a successfully developed commercialized product under one of these dpuent agreements. The Company recog
revenue received from the provision of research denklopment services, including the upfront payneerd the milestone payments rece
before January 1, 2011 on a straight line basis thmeexpected period of performance of the reteand development services. Revenue rec
from the achievement of contingent research anctldpment milestones after January 1, 2011 will deognized currently in the period s
payment is earned. Royalty fee income, if anyl, mglrecognized as current period revenue wheredarn

Promotional Partner:

The Promotional Partner contract includes reveramgnized under a promotional services agreemetfit &i unrelated thirgarty
pharmaceutical company. The promotional servigeseanent obligated the Company to provide physidietailing sales calls services to pron
certain of the unrelated third-party companyranded drug products. The Company receivedcsefee revenue in exchange for providing
service. The Company recognized revenue from ghogiphysician detailing sales calls services assirvices were provided. The Company’
obligation to provide physician detailing saledsahder the promotional services agreement endedioe 30, 2012.

Shipping and Handling Fees and Costs
Shipping and handling fees related to sales trdiosacare recorded as selling expense. Shippistsawere $1,425,000, $1,341,000
$1,741,000 for the years ended December 31, 2@1A, and 2010, respectively.

Research and Development
Research and development activities are expensddcased and consist of sdlinded research and development costs and
associated with work performed by other participamtder collaborative research and developmeneawgsts.

Derivatives

The Company does not engage in hedging transadtiorisading or speculative purposes or to hedgmsure to currency or interest 1
fluctuations. From time to time, the Company magage in transactions that result in embedded derés(e.g. convertible debt securities)
accordance with FASB ASC Topic 815, derivatives hadging, the Company records the embedded desévatifair value on the balance sl
and records any related gains or losses in cueanings in the statement of operations.

Share-Based Compensation

The Company accounts for stobksed employee compensation arrangements in aocerdeth provisions of FASB ASC Topic 7.
stock compensation. Under FASB ASC Topic 718, Goenpany recognizes the grant date fair value afksbased employee compensatiol
expense on a straighite basis over the vesting period of the grartte Tompany uses the Black Scholes option pricindeihto determine tt
grant date fair value of employee stock options;fdir value of restricted stock awards is equahtclosing price of the Comparsystock on th
date such award was granted.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Income Taxes

The Company provides for income taxes using theteamsd liability method as required by FASB ASC itop40, income taxes. Ti
approach recognizes the amount of federal, statel taxes, and foreign taxes payable or refundinl¢he current year, as well as deferrec
assets and liabilities for the future tax consegasrof events recognized in the consolidated fiahistatements and income tax returns. Deft
income tax assets and liabilities are adjustecdtognize the effects of changes in tax laws ortedaax rates in the period during which they
signed into law. Under FASB ASC Topic 740, a vétlraallowance is required when it is more likeyah not all or some portion of the defel
tax assets will not be realized through generatirf§cient future taxable income.

FASB ASC Topic 740, Subspic 10, tax positions, defines the criterion adividual tax position must meet for any part o tienefit o
the tax position to be recognized in financial eta¢nts prepared in conformity with generally aceémccounting principles. Under FASB A
Topic 740, Subiepic 10, the Company may recognize the tax befrefih an uncertain tax position only if it is mdileely than not the tax positic
will be sustained on examination by the taxing arittes, based solely on the technical merits eftdx position. The tax benefits recognized ir
financial statements from such a tax position sthdned measured based on the largest benefit havingager than 50% likelihood of being reali
upon ultimate settlement with the tax authority.diidnally, FASB ASC Topic 740, Sub-topic 10 proe& guidance on measurement, de-
recognition, classification, interest and penajtiascounting in interim periods, disclosure, anansition. In accordance with the disclos
requirements of FASB ASC Topic 740, Sub-topic 1® €ompanys policy on income statement classification of ries¢ and penalties relatec
income tax obligations is to include such itempad of total interest expense and other expepsegectively.

Earnings per Share

Basic earnings per share is computed by dividingimzome by the weighted average number of comni@res outstanding for t
period. Diluted earnings per share is computeditigling net income by the weighted average nundf@ommon shares adjusted for the dilu
effect of common stock equivalents outstandingrduthe period.

Other Comprehensive Income

The Company follows the provisions of FASB ASC TogR0, comprehensive income, which establisheslatds for the reporting a
display of comprehensive income and its compone@tsnprehensive income is defined to include adnges in equity during a period exc
those resulting from investments by owners andilligions to owners. The Company recorded foreigmency translation gains and losses, w
are reported as comprehensive income. Foreigremcyrtranslation gains (losses) for the years emgstember 31, 2012, 2011 and 2010 \
$3,520,000, $(1,087,000) and $3,335,000, respéygtive

Deferred Financing Costs

The Company capitalizes direct costs incurred wiitaining debt financing, which are included inesthssets on the consolidated bal
sheet. Deferred financing costs, including costsiired in obtaining debt financing, are amortizeéhterest expense over the term of the under
debt on a straightrne basis, which approximates the effective irdemaethod. The Company recognized amortizatio$38f,000, $28,000 a
$25,000, in the years ended December 31, 2012, 2012010, respectively.

Foreign Currency Translation

The Company translates the assets and liabilitteth® Taiwan dollar functional currency of its m@djg-owned affiliate Proheal
Biotechnology, Inc. and its whollgwned subsidiary Impax Laboratories (Taiwan), into the U.S. dollar reporting currency using exarate
in effect at the end of each reporting period. fehenue and expense of these entities are tradslatng an average of the rates in effect duhie
reporting period. Gains and losses from thesekations are recorded as currency translation adgrgts included in the consolidated statemer
comprehensive income and the consolidated statsméphanges in shareholders’ equity.
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3. RECENT ACCOUNTING PRONOUNCEMENTS

In May 2011, the FASB amended its guidance abdutvédue measurement and disclosure. The new go@ams issued in conjuncti
with a new International Financial Reporting Staxdg'IFRS") fair value measurement standard aiataghdating IFRS to conform to U.S. GA/
The new FASB guidance resulted in some additioisglasure requirements; however, it did not resuttignificant modifications to existing FAS
guidance with respect to fair value measurementdisalosure. The Company was required to adoptgihidance on January 1, 2012 and it dic
have a material effect on the Company’s consoldifiteancial statements upon adoption.

In December 2011, the FASB issued its updated goil@n balance sheet offsetting. This new stangerddes guidance to determ
when offsetting in the balance sheet is approprifitee guidance is designed to enhance discloswyragduiring improved information abc
financial instruments and derivative instrumeriffe goal is to provide users of the financial stegnts the ability to evaluate the effect or potd
effect of netting arrangements on an entity's statd of financial position. This guidance will onippact the disclosures within an entity's finat
statements and notes to the financial statememtsiaes not result in a change to the accountirgnrent of financial instruments and deriva
instruments. The Company is required to adoptdhigance on January 1, 2013 and does not expeeidiigtion to have a material effect or
consolidated financial statements.

4. INVESTMENTS

Investments consist of commercial paper, corpotaieds, mediunterm notes, government sponsored enterprise olgigatan
certificates of deposit. The Company’s policy gsiivest in only high quality “AAA-rated” or invesientgrade securities. Investments in ¢
securities are accounted for as ‘held-to-matugtyd are recorded at amortized cost, which apprdarsair value, generally based upon obsen
market values of similar securities. The Compaay historically held all investments in debt sa@siuntil maturity, and has the ability and in
to continue to do so. All of the Company’s investits have remaining contractual maturities of tee® 12 months and are classified as short
term. Upon maturity the Company uses a speciéatitication method.

A summary of short-term investments as of Decer3tte2012 and December 31, 2011 follows:

Gross Gross
(in $000's) Amortized Unrecognizec  Unrecognizec Fair
December 31, 2012 Cost Gains Losses Value
Commercial paper $ 70,14C % 28 % - $ 70,16¢
Government sponsored enterprise obligations 9,99 4 -- 9,99¢
Corporate bonds 76,62: 23 (12) 76,63!
Total short-term investments $ 156,75t $ 55 $ (12) $ 156,79¢
Gross Gross
(in $000’s) Amortized Unrecognizec  Unrecognizec Fair
December 31, 2011 Cost Gains Losses Value
Commercial paper $ 69,34. $ 17 % 5) % 69,35
Government sponsored enterprise obligations 100,92¢ 32 (23 100,94
Corporate bonds 58,21¢ 5 (33 58,19
Certificates of deposit 13,50% 1 (1) 13,50%
Total short-term investments $ 24199 $ 55 $ (52) $ 241,99¢
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5. ACCOUNTS RECEIVABLE

The composition of accounts receivable, net i©Hss:

December 31, December 31,
(in $000’s) 2012 2011
Gross accounts receivable $ 167,69t $ 210,55
Less: Rebate reserve (46,019 (29,169
Less: Chargeback reserve (18,410 (22,16))
Less: Other deductions (11,026 (5,459
Accounts receivable, net $ 92,24¢ $ 153,77

A roll forward of the chargeback and rebate reseadivity for the years ended December 31, 20021 2nd 2010 is as follows:

(in $000's) December 31, December 31, December 31,
Rebate reserve 2012 2011 2010
Beginning balance $ 29,16¢ $ 2354, $ 40,44
Provision recorded during the period 111,09¢ 79,697 103,05.
Credits issued during the period (94,257) (74,080 (119,949
Ending balance $ 46,01. $ 29,16 $ 23,54"
(in $000’s) December 31, December 31, December 31,
Chargeback reserve 2012 2011 2010
Beginning balance $ 22,16. $ 14,91¢ $ 21,44¢
Provision recorded during the period 209,45 166,50: 181,56t
Credits issued during the period (213,20) (159,26) (188,09¢)
Ending balance $ 18,41C $ 22,16. $ 14,91¢

Other deductions include allowance for uncolleetiBimounts and cash discounts. The Company mangainallowance for doubt
accounts for estimated losses resulting from ansodeemed to be uncollectible from its customerth siich allowances for specific amountt
certain accounts. The Company recorded an allosvdorc uncollectible amounts of $553,000 and $612,80 December 31, 2012 and 2(
respectively.
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6. INVENTORY

Inventory, net of carrying value reserves at Decem®4, 2012 and 2011 consisted of the following:

December 31, December 31,
(in $000's) 2012 2011
Raw materials $ 31,88 $ 32,45¢
Work in process 4,00t 5,04¢
Finished goods 60,95¢ 24,94°
Total inventory 96,84 62,441
Less: Non-current inventory 7,081 8,27(
Total inventory-current $ 89,76« $ 54,17,

Inventory carrying value reserves were $5,231,0@0%b6,533,000 at December 31, 2012 and 2011, riesplyc

To the extent inventory is not scheduled to bezatil in the manufacturing process and/or sold withielve months of the balance st
date, it is included as a component of other naneot assets. Amounts classified as earrent inventory consist of raw materials, nevaluatior
reserves. Raw materials generally have a shdf dif approximately three to five years, while flred goods generally have a shelf life
approximately two years.

The Company recognizes peainch inventories at the lower of its cost or élxpected net selling price. Cost is determinedguaistandal
cost method, which approximates actual cost, asdrass a FIFO flow of goods. Costs of unapprovedysts are the same as approved pro:
and include materials, labor, quality control, gmdduction overhead. The carrying value of unapgdoinventory less reserves, was $12,10¢
and $3,726,000 at December 31, 2012 and 2011,atsglg. When the Company concludes FDA approsabipected within approximately
months, the Company will generally begin to scheduanufacturing process validation studies as reduby the FDA to demonstrate
production process can be scaled up to manufactumenercial batches. Consistent with industry pcactihe Company may build quantities of pre-
launch inventories of certain products pending iregufinal FDA approval and/or resolution of patenfringement litigation, when, in tl
Companys assessment, such action is appropriate to iretbascommercial opportunity, FDA approval is expddn the near term, and/or
litigation will be resolved in the Company’s favofhe capitalization of unapproved gezmch inventory involves risks, including, amorthe
items, FDA approval of product may not occur; appi® may require additional or different testinglém specifications than used for unapprc
inventory, and, in cases where the unapproved toveiis for a product subject to litigation, thédation may not be resolved or settled in favc
the Company. If any of these risks were to matiegadnd the launch of the unapproved product ddlaygrevented, then the net carrying vall
unapproved inventory may be partially or fully nessl. Generally, the selling price of a genericrptaceutical product is at discount from
corresponding brand product selling price. Typica#l generic drug is easily substituted for thereswonding brand product, and once a ge
product is approved, the plaanch inventory is typically sold within the netkiree months. If the market prices become lowen ti@ produc
inventory carrying costs, then the paemnch inventory value is reduced to such lowerksiavalue. If the inventory produced exceeds thienasec
market acceptance of the generic product and bexshmrtdated, a carrying value reserve will be recordadall cases, the carrying value of
Company's pre-launch product inventory is lowenttiege respective estimated net selling prices.
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7. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, net consisted ofdtewing:

December 31, December 31,

(in $000's) 2012 2011

Land $ 577 $ 5,77
Buildings and improvements 130,99¢ 86,08¢
Equipment 110,35: 75,58¢
Office furniture and equipment 10,55¢ 8,91(
Construction-in-progress 9,84: 16,60:
Property, plant and equipment, gross $ 267,52. $ 192,95¢
Less: Accumulated depreciation (86,764) (74,800
Property, plant and equipment, net $ 180,75¢ $ 118,15¢

Depreciation expense was $15,982,000, $14,911,00@452,649,000 for the years ended December 32,2011 and 2010, respective
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8. GOODWILL AND INTANGIBLE ASSETS

Goodwill was $27,574,000 at December 31, 2012 &l 2and the Company attributes the entire carrgimpunt of goodwill to tt
Global Division. Goodwill is tested at least aniiyidor impairment or whenever events or changesiinumstances have occurred which c
have a material adverse effect on the estimatedvédile of the reporting unit, and thus indicatpagential impairment of the goodwill carryi
value. The Company concluded the carrying valugoafdwill was not impaired as of December 31, 284@ 2011.

Intangible assets consisted of the following:

(in $000’s) Initial Accumulated Carrying
December 31, 2012 Cost Amortization Value
Amortized intangible assets:
Zomig ® product rights $ 45,09¢ $ (17,98) $ 27,10¢
Tolmar product rights 19,45( (859 18,59:
Other product rights 2,25( 2,25(
Total intangible assets $ 66,79¢ $ (18,846 $ 47,95(
(in $000's) Initial Accumulated Carrying
December 31, 2011 Cost Amortization Value
Amortized intangible assets:
Zomig ® product rights $ - $ - $
Tolmar product rights
Other product rights 2,25( 2,25(
Total intangible assets $ 2,25C $ -  $ 2,25(

The Company paid $83,760,000, net to AstraZeneompdsed of an aggregate of $130,000,000 in qugrigayments made
AstraZeneca less an aggregate of $43,564,000 nisitian payments received from AstraZeneca duri@gj22 for the rights related to the Zor
products® under the AZ Agreement. Acrued liabilities as of December 31, 2012 includdéhbility of $2,676,000 to AstraZeneca relatedthis
transaction. The $86,436,000 net amount to AstraZeneca was redoed an intangible asset of $45,096,000, and paigreroyalty o
$41,340,000. The Zomi§product rights are being amortized on a straligig-basis over a period of 14 months starting pril®2012 and endir
upon the expiration of the underlying patent fag thblet, over a period of 11 months starting ily 2012 and ending upon the expiration of
underlying patent for the orally disintegratingl&thand over a period of 72 months starting ity 2012 for the nasal spray. Information concer
the AZ Agreement can be found in “ Note 12 — Aliarand Collaboration Agreements.”
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8. GOODWILL AND INTANGIBLE ASSETS (continued)

In June 2012, the Company entered into a Developn$ampply and Distribution Agreement (the “Tolmagr@ement”)with TOLMAR,
Inc. (“Tolmar”). Under the terms of the Tolmar Agreement, Tolmantgd to the Company an exclusive license to comialére up to 11 genet
topical prescription drug products, including nimerently approved products and two products pandpproval at the FDA, in the United St:
and its territories. Under the terms of the Tolmgreement, Tolmar is responsible for developingl amanufacturing the products, and
Company is responsible for the marketing and skibeoproducts. The Company paid $21,000,000 terigolfor the rights to the 11 generic top
prescription drug products and allocated $19,43Df@0an intangible asset, and the remaining $108B0f0 acquired iprocess research &
development costs which was immediately chargezkf@nse. The Tolmar product rights are being ameaftover the remaining estimated us
lives of the underlying products, ranging from fieel2 years, starting upon commencement of comaleation activities by the Company dur
the twelve months ended December 31, 2012. Infilomaoncerning the Tolmar Agreement can be fountiNote 12 -Alliance and Collaboratic
Agreements.” Other product rights consist of Abiated New Drug Applications (“ANDAs"Which have been filed with the FDA. The Comp
will either commence amortization of the cost adgé product rights over their estimated usefuldiffen FDA approval and commercialization
will expense the related costs immediately upotuf@ito obtain FDA approval. Amortization experiseincluded as a component of cos
revenues on the consolidated statement of opesatiod was $18,846,000 for the year ended Decenmb@032, respectively.

The following schedule shows the expected amoitizaif the Zomig® and Tolmar product rights for the next five yeand ¢hereafter:

Amortization

(in $000s) Expense

2013 $ 14,73
2014 4,851
2015 4,85]
2016 4,851
2017 4,77¢
Thereafter 11,63¢
Totals $ 45,70(
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9. ACCRUED EXPENSES

The following table sets forth the Company’s acdregpenses:

(in $000’s)

Payroll-related expenses

Product returns

Government rebates

Legal and professional fees
Clinical trial costs

Income taxes payable

Physician detailing sales force fees
Other

Total accrued expenses

Product Returns

December 31,

December 31,

2012 2011
22,55! $ 16,97¢
23,44( 24,10:
33,79/ 17,47¢

3,99: 5,071
1,61( 974
1,541 1,12¢
1,471 1,65¢
4,34( 2,73
92,74: $ 70,11¢

The Company maintains a return policy to allow oostrs to return product within specified guidelindhe Company estimate:
provision for product returns as a percentage ofgisales based upon historical experience fos sadele through its Global Products and In
Products sales channels. Sales of product undd?rikiate Label, Rx Partner and OTC Partner aléaard collaboration agreements are not st
to returns. A roll forward of the return resenativty for the years ended December 31, 2012, 21id 2010 is as follows:

(in $000's)
Returns Reserve

December 31 December 31 December 31

2012

2011 2010

Beginning balance
Provision related to sales recorded in the period
Credits issued during the period

Ending balance

$ 24,100 $
3,00:
(3,66/)

33,75 $ 22,11
68¢ 15,82
(10,34:) (4,180)

$ 23,44( $

24,10. $ 33,75¢




10. INCOME TAXES

The Company is subject to federal, state and iocalme taxes in the United States, and income tax€&aiwan, R.O.C. The provision "
income taxes is comprised of the following:

For the Years Ended December 31,

(in $000's) 2012 2011 2010
Current:

Federal taxes $ 49,63t $ 23,50C $ 96,56(

State taxes 1,721 1,03¢ 10,47:

Foreign taxes 45% 1,154 0
Total current tax expense 51,81( 25,68¢ 107,03:
Deferred:

Federal taxes $ (21,650 $ 5,64¢ $ 27,13¢

State taxes (2,537) 592 9,14(

Foreign taxes (18E) 69C 212
Total deferred tax (benefit) expense (24,37?) 6,92¢ 36,49(
Provision for income taxes $ 27,43t $ 32,61t $ 143,52:

A reconciliation of the difference between the pamvision at the federal statutory rate and actu@me taxes on income before ince
taxes, which includes federal, state, and othemretaxes, is as follows:

For the Years Ended December 31,

(in $000’s) 2012 2011 2010
Income before income taxes $ 83,31: $ 98,11: $ 393,93
Tax provision at théederal statutory rai 29,15¢ 35.(% 34,33¢ 35.(% 137,87¢ 35.(%
Increase (decrease) in tax rate resu
from:
Tax rate differential and perman
items on foreign income (1,259 (1.5% 18t 0.2% 937 0.2%
State income taxes, net of fed
benefit 34¢€ 0.4% 2,11 2.1% 13,78( 3.5%
Federal research and developn
credits -% (2,100 (2.29% (2,700 (0.7)%
Share-based compensation 32¢ 0.4% 92 0.1% 97¢ 0.2%
Executive compensation 82t 1.C% 58€ 0.6% 56( 0.1%
Domestic manufacturing deduction (2,010 (2.9% (2,187) (2.2% (6,567) 1.9%
Other permanent book/tax differenc (185) (0.2% (119 (0.1)% (407) (0.9)%
Provision for uncertain tax positions 801 0.9% 17¢ 0.2% 28C 0.1%
Revision of prior years’ estimates (392 (0.5)% (309 (0.9% (1,209) (0.9%
Other, net (179) (0.2)% (162) (0.2)% (27) --%
Provision for income taxes $ 27,43t 32.% $ 32,61¢ 33.2% $ 143,52: 36.4%
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10. INCOME TAXES (continued)

Deferred income taxes result from temporary difiees between the financial statement carrying eakued the tax bases of
Company’'s assets and liabilities. Deferred tavetssgrincipally result from deferred revenue relate certain of the Compars/alliance an
collaboration agreements (see “Note 12 — Alliancel &ollaboration Agreementdielow for a discussion of the Company's alliance
collaboration agreements), certain accruals aretves currently not deductible for tax purposegquaed product rights and intangibles, capital
legal and share based compensation expense. &etert liabilities principally result from the uséaccelerated depreciation methods for inc
tax purposes. The components of the Company’sreelféax assets and liabilities are as follows:

December 31,

(in $000's) 2012 2011

Deferred tax assets:
Deferred revenues $ 454 % 13,22t
Accrued expenses 38,83¢ 27,38
Inventory reserves 2,63( 2,43¢
Net operating loss carryforwards 14¢ 372
Depreciation and amortization 42¢ 34C
Acquired product rights and intangibles 7,28¢ --
Capitalized legal fees 6,981 --
R&D credit carryforwards 2,062 --
Share based compensation expense 3,44¢ 1,96«
Other 85(C 95¢

Deferred tax assets $ 67,21¢ $ 46,68

Deferred tax liabilities:

Tax depreciation and amortization in excess of baobunts $ 3,54 $ 4,69
Deferred manufacturing costs 80 3,872
Other 1,81( 70C
Deferred tax liabilities $ 543¢ $ 9,26¢
Deferred tax assets, net $ 61,78( $ 37,41.

The breakdown between current and long-term defdee assets and tax liabilities is as follows:

December 31,

(in $000’s) 2012 2011

Current deferred tax assets $ 44.19¢ $ 39,10¢
Current deferred tax liabilities (1,810 (1,257
Current deferred tax assets, net 42,38¢ 37,85
Non-current deferred tax assets 23,01¢ 7,57
Non-current deferred tax liabilities (3,629 (8,01%)
Non-current deferred tax assets (liabilities), net 19,39 (447)
Deferred tax assets, net $ 61,78( $ 37,41

Certain current and noturrent deferred tax assets and liabilities aruded in Other assets, Accounts Payable and Otdalities on thi
consolidated balance sheet.
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10. INCOME TAXES (continued)

There were state net operating loss (NOL) carryéods of $2,288,000 and $5,228,000 as of Decemhe2@®I2 and 2011, respective
with a twenty year carryforward period as of Decentil, 2012, and utilization expiration dates odogrin 2023, summarized as follows:

(in $000’s)
Year Amount

2023 $ 2,28¢

FASB ASC 740 provides for a single comprehensivalehdo address uncertain tax positions by estahlisthe minimum recognitic
threshold and a measurement attribute for the fisdustatement impact of tax positions taken oreexpd to be taken on an entity's income
returns. A reconciliation of the accrued resenreuincertain tax positions is as follows:

(in $000’s)

Balance at January 1, 2011 $ 1,58(
Increase based on prior year tax positions 24
Increase based on current year tax positions 154
Interest expense 84
Balance at December 31, 2011 $ 1,842
Increase based on prior year tax positions 937
Increase based on current year tax positions 21¢
Settlements (882
Interest expense 534
Balance at December 31, 2012 $ 2,641

The Company has recognized a tax provision for taicetax positions related to federal and stateaech and development tax cre:
intercompany transfer pricing, state taxes on FederaR Réljustments and state nexus issues. The Compeangnizes interest and penal
related to income tax matters as a part of totak@st expense and other expense, respectivelfdegéember 31, 2012, the Company had $30:
of accrued interest expense related to its acaresatve for uncertain tax positions. The Compaxdyndit accrue penalties as of December 31,
as it has taken the appropriate steps to mitiggtesire to penalties related to its uncertain @sitns. The Company settled its 2008 and
audit by the United States Internal Revenue Seiggng 2012 and is currently not under audit ferféderal income tax. The Company is curre
under audit by the State of California Franchis& Baard for the tax years ended December 31, 22088, 2007. The years 2006 and 2005
settled with the State of California Franchise Baard during 2012. An intezempany transfer pricing issue of $935,000 is e to be settle
within the next 12 months as the Taiwan tax autlesrhave recently contacted the Company.

No provision has been made for U.S. federal dedeimeome taxes on accumulated earnings on foreigsidiaries since it is the intent
of management to indefinitely reinvest the undisttéd earnings in the foreign subsidiary.
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11. REVOLVING LINE OF CREDIT

The Company has a Credit Agreement, as amended“Qteglit Agreement”)with Wells Fargo Bank, N. A., as a lender anc
administrative agent (the “Administrative Agentfhe Credit Agreement provides the Company withwalkéng line of credit in the aggreg:
principal amount of up to $50,000,000 (the “RewviviCredit Facility”). Under the Revolving Credit Facility, up to $10,00) is available fc
letters of credit, the outstanding face amountwlith reduce availability under the Revolving Ctdelicility on a dollar for dollar basis. Proce
under the Credit Agreement may be used for workegjtal, general corporate and other lawful purposehe Company has not yet borrowed
amounts under the Revolving Credit Facility.

« The Companys borrowings under the Credit Agreement are sechyedubstantially all of the personal property &ss# the Compar
pursuant to a Security Agreement (the “Securitye®gnent”)entered into by the Company and the Administrafigent. As further securit
the Company also pledged to the Administrative Agéb% of the Compang’equity interest in Impax Laboratories (Taiwan}.] all of the
Company'’s equity interests in the Company’s whollyned domestic subsidiaries and must similarly gteall or a portion of the Company’
equity interest in future subsidiaries. Under @redit Agreement, among other things: The outstengrincipal amount of all revolvir
credit loans, together with accrued and unpaidréstethereon, will be due and payable on the ntgtdate, which will occur four yee
following the February 11, 2011 closing date.

« Borrowings under the Revolving Credit Facility wiléar interest, at the Compasyption, at either an Alternate Base Rate (asiddfin th
Credit Agreement) plus the applicable margin ireeffffrom time to time ranging from 0.5% to 1.5%,a0LIBOR Rate (as defined in
Credit Agreement) plus the applicable margin iretffrom time to time ranging from 1.5% to 2.5%heTCompany is also required to pa
unused commitment fee ranging from 0.25% to 0.45% gnnum based on the daily average undrawn podiahe Revolving Crec
Facility. The applicable margin described above #re unused commitment fee in effect at any giwee will be determined based on
Company'’s Total Net Leverage Ratio (as defineden@redit Agreement), which is based upon the Coryipaconsolidated total debt, ne
unrestricted cash in excess of $100 million, coragan Consolidated EBITDA (as defined in the Crédjreement) for the immediate
preceding four quarters.

« The Company may prepay any outstanding loan umd@eRevolving Credit Facility without premium or [dty.

« The Company is required under the Credit Agreenaidt the Security Agreement to comply with a numtfeaffirmative, negative ar
financial covenants. Among other things, thesesoants (i) require the Company to provide periodjmorts, notices of material events
information regarding collateral, (ii) restrict t@@mpanys ability, subject to certain exceptions and basketincur additional indebtedne
grant liens on assets, undergo fundamental chaonbasge the nature of its business, make investnantlertake acquisitions, sell as
make restricted payments (including the ability&y dividends and repurchase stock) or engagdiliataf transactions, and (iii) require 1
Company to maintain a Total Net Leverage Ratio ¢(Whis, generally, our total funded debt, net ofestricted cash in excess of $100 mill
over our EBITDA for the preceding four quarters)leds than 3.75 to 1.00, a Senior Secured LeveRadje (which is, generally, our to
senior secured debt over our EBITDA for the presgdour quarters) of less than 2.50 to 1.00 antked=Charge Coverage Ratio (whict
generally, our EBITDA for the preceding four quast®ver the sum of cash interest expense, caspagments, scheduled funded c
payments and capital expenditures during suchdaarter period, subject to certain specified exoep) of at least 2.00 to 1.00 (with e
such ratio as more particularly defined as sehfortthe Credit Agreement). As of December 31,2Qke Company was in compliance v
the various covenants contained in the Credit Agerd and the Security Agreement.

« The Credit Agreement contains customary eventseddudt (subject to customary grace periods, cugbtsi and materiality thresholc
including, among others, failure to pay principaterest or fees, violation of covenants, mateniatcuracy of representations and warrar
cross-default and crossceleration of material indebtedness and otheigatibns, certain bankruptcy and insolvency eveotstair
judgments, certain events related to the Employetedinent Income Security Act of 1974, as amenédad,a change of contre

« Following an event of default under the Credit Agrent, the Administrative Agent would be entitlectdake various actions, including
acceleration of amounts due under the Credit Agez¢rmnd seek other remedies that may be takenchyeskbcreditors.

During the years ended December 31, 2012, 20112806, unused line fees incurred under the Credieédment and our former cre
agreement, which we terminated in February 2011e\%85,000, $144,000 and $177,000, respectively.
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12. ALLIANCE AND COLLABORATION AGREEMENTS

The Company has entered into several alliancealoothtion, license and distribution agreements, saimilar agreements with respec
certain of its products and services, with unreldterdparty pharmaceutical companies. The statemeapefations includes revenue recogn
under agreements the Company has entered intoveloge marketing and/or distribution relationshipgthwits partners to fully leverage
technology platform, revenue recognized under agrakent agreements which generally obligate the Gompo provide research and developr
services over multiple periods, and revenue re@eghiuinder a promotional services agreement whitibaibs the Company to provide physic
detailing sales calls services to promote its prional partner’s branded drug products over mudtjpériods.

The Companys alliance and collaboration agreements often declmilestones and provide for milestone payments wgchievement
these milestones. Generally, the milestone eventtaimed in the Comparg/alliance and collaboration agreements coincide thie progression
the Company’s products and technologies from prargercialization to commercialization.

The Company groups pmmmercialization milestones in its alliance antdadmration agreements into clinical and regulatcayegorie:
each of which may include the following types oénts:

Clinical Milestone Events:
« Designation of a development candid. Following the designation of a development cdat#, generally, INE2nabling
animal studies for a new development candidate 12k® 18 months to complete.

Initiation of a Phase | clinical tria. Generally, Phase | clinical trials take onewo fears to complete.

Initiation or completion of a Phase Il clinical &li. Generally, Phase Il clinical trials take ondhree years to complete.

Initiation or completion of a Phase Ill clinicalid . Generally, Phase IlI clinical trials take twoftar years to complet

Completion of a bioequivalence studgenerally, bioequivalence studies take threethsoio one year to complete.

Requlatory Milestone Events:
» Filing or acceptance of regulatory applications forarketing approval such as a New Drug Applicatiorthe Unite
States or Marketing Authorization Application inrBpe. Generally, it takes six to twelve months to @repand subrr
regulatory filings and approximately two months #oregulatory filing to be accepted for substanteigew.

« Marketing approval in a major market, such as thated States or Europ. Generally it takes one to three years aft:
application is submitted to obtain approval frora #pplicable regulatory agency.

« Marketing approval in a major market, such as thated States or Europe for a new indication of deady-approvet

product. Generally it takes one to three years after gpli@ation for a new indication is submitted to aibt approve
from the applicable regulatory agency.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
Commercialization milestones in the Company’s atteand collaboration agreements may include th@aafimg types of events:
« First commercial sale in a particular mark, such as in the United States or Europe.

« Product sales in excess of a -specified thresholdsuch as annual sales exceeding $100 million. ahheunt of time t
achieve this type of milestone depends on sevacabifs including but not limited to the dollar amowof the thresholi
the pricing of the product and the pace at whictt@mers begin using the product.

License and Distribution Agreement with Shire

In January 2006, the Company entered into a LicanseDistribution Agreement with an affiliate ofi&hLaboratories, Inc., which w
subsequently amended (“Prior Shire Agreement”),eanghich the Company received a nexelusive license to market and sell an autho
generic of Shire’s Adderall XR® product (“AG Prodi)csubject to certain conditions, but in any eventngylater than January 1, 2010. -
Company commenced sales of the AG Product in Oct2®@9. On February 7, 2013, the Company entertedain Amended and Restated Lice
and Distribution Agreement with Shire (the “Amendesid Restated Shire Agreementiyhich amended and restated the Prior ¢
Agreement. The Amended and Restated Shire Agreemas entered into by the parties in connectiorh lite settlement of the Compaay’
pending litigation with Shire relating to ShiseSupply of the AG Product to the Company underftier Shire Agreement. For more informa
about the litigation with Shire, see “Note 19 —Llegad Regulatory Matters.The Amended and Restated Shire Agreement provieSHire t
supply the AG Product and for the Company to maaket sell the AG Product subject to the terms amdlitions thereof until the earlier of (i) 1
first commercial sale of the Company’s generic egj@nt product to Adderall XR® and (ii) Septembé; 2014 (the “Supply Term”subject t
certain continuing obligations of the parties umpiration or early termination of the Supply Tenmgluding Shires obligation to deliver A
Products still owed to the Company as of the enthefSupply Term. The Company is required to pgyddit share to Shire on sales of the
Product, of which the Company owed a profit shagaple to Shire of $107,303,000, $107,145,000 da0d$11,000 on sales of the AG Prot
during the years ended December 31, 2012, 2012@hd, respectively, with a corresponding chargéuaed in the cost of revenues line in
consolidated statement of operations. At the enth@fSupply Term, the Company will be permittedsédl any AG Products in our inventory
owed to the Company by Shire under the AmendedResdated Shire Agreement until all such produatssatd and the Company will continue
pay a profit share to Shire on such sales.

Development, Supply and Distribution Agreement wiE®LMAR, Inc.

In June 2012, the Company entered into the Tolngaedment with Tolmar. Under the terms of the Taldagreement, Tolmar granted
the Company an exclusive license to commercializéoull generic topical prescription drug produiisluding nine currently approved prodt
and two products pending approval at the FDA, i@ thiited States and its territories. Under thenteof the Tolmar Agreement, Tolma
responsible for developing and manufacturing tleelpets, and the Company is responsible for mamgetimd sale of the products. The Compa
required to pay a profit share to Tolmar on safesagh product commercialized pursuant to the texfitee Tolmar Agreement. The Company |
Tolmar a $21,000,000 upfront payment upon signighe agreement and a $1,000,000 milestone payinetite year ended December
2012. The Company has the potential to pay up2#,00,000 in additional contingent milestone paytndf certain commercialization a
regulatory events occur. The upfront payment fier Tolmar product rights has been allocated toutiderlying topical products based upon
relative fair value of each product and will be atized over the remaining estimated useful lifeath underlying product, ranging from five tc
years, starting upon commencement of commerci@izaictivities by the Company during the second tia2012. The amortization of the Toln
product rights has been included as a componeoosifof revenues on the consolidated statemenpefations. The Company initially alloca
$1,550,000 of the upfront payment to two productsctv are still in development and has recorded sumlount as irprocess research &
development expense in its results of operationshi® year ended December 31, 2012. The Comparijadinrecorded the $1,000,000 milest:
paid in the year ended December 31, 2012 as arobsaad development expense. Contingent milestagments will be initially recognized in t
period the triggering event occurs. Milestone pegta which are contingent upon commercializatioenéy will be accounted for as an additic
cost of acquiring the product license rights. Klitme payments which are contingent upon regulaapproval events will be capitalized «
amortized over the remaining estimated usefuldffehe approved product.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
Strategic Alliance Agreement with Teva

The Company entered into a Strategic Alliance Agrest with Teva Pharmaceuticals Curacao N.V., aidigvg of Teva Pharmaceutic
Industries Limited, in June 2001 (“Teva AgreemeniThe Teva Agreement commits the Company to devetap rmanufacture, and Teva
distribute, a specified number controlled releaseegic pharmaceutical products (“generic producisdch for a 1Qear period. The Company
required to develop the products, obtain FDA aparée market the products, and manufacture theymtsdfor Teva. The revenue the Comg
earns from the sale of product under the Teva Agese consists of Teva'’s reimbursement of the Coyigamanufacturing costs plus a profit st
on Tevas sales of the product to its customers. The Cosnpavoices Teva for the manufacturing costs ipstproduct to Teva and payment is
within 30 days. Teva has the right to determindeaims and conditions of the product sales taitstomers. Within 30 days of the end of ¢
calendar quarter, Teva is required to provide tben@any with a report of its net sales and profiitsrdy the quarter and to pay the Compan
share of the profits resulting from those saled.9dé&es are Teva'gross sales less discounts, rebates, chargebetkss, and other adjustments
of which are based upon fixed percentages, exdepgebacks, which are estimated by Teva and sutgjectruedp reconciliation. The Compa
identified the following deliverables under the @ef&greement: (i) the manufacture and delivery afegie products; (ii) the provision of resee
and development activities (including regulatorgvazes) related to each product; and (iii) marketlasivity associated with the products.

In July 2010, the Teva Agreement was amended hoittate the provisions of the Teva Agreement wilpeet to the Omeprazole (gen
to Prilosec®) 10mg, 20mg and 40mg products. Additionally, inrextge for the return of product rights, the Compagseed to pay to Teve
profit share on future sales of the fexofenadind/piliedoephedrine (generic to Allegra® products, if any, but in no event will such prafitare
payments exceed an aggregate amount of $3,000A9€he July 2010 amendment materially modified Teea Agreement, the Company ele:
to apply the updated guidance of FASB ASC 605-2%tibe Element Arrangements (“ASC 605-238) the amended Teva Agreement beginnir
the three months ended September 30, 20Il0e Company evaluated the deliverables of the aptkiidva Agreement under the updated guic
of ASC 60525 and determined there are two units of accouptimduding: a combined unit consisting of reseaaold development activities p
market exclusivity, and the manufacture and dejivdrl0 products (i.e. contract manufacturing).e Tharket exclusivity deliverable does not r
the criteria for separation as it does not havedstlne value to Teva. As the products contemglbyethe Teva Agreement were to be develi
by the Company, the market exclusivity has no vatu€eva without the research and development sesuieeded to complete the products.
contract manufacturing deliverable has standalahgevto Teva as it is able to resell the deliveteats (i.e. finished product) to third-parties.

The consideration received by the Company from Tewder the Teva Agreement is contingent upon fupedormance, as such
Company was unable to allocate any of the condideraeceived to delivered items, and thereforeGoenpany looked to the underlying serv
which give rise to the payment of consideratiorleya to determine the appropriate recognition eéneie as follows:

- Research and development related activities Combined Unit) -Consideration received as a result of researchdaveélopmer
related activities performed under the Teva Agredme initially deferred and recognized on the igtn&line method over tt
Companys expected period of performance of the researchdmvelopment related services, estimated to ba ffaly 2001 t
October 2014 (with FDA approval of the ANDA for tfieral product under the Teva Agreement).

- Manufacture and delivery of the productSensideration received as a result of the manufaand delivery of the products under
Teva Agreement is recognized under the Company&nige recognition policy applicable to its Globadgucts.

- Profit share — The Company recognizes pstiitre, if any, as current period revenue when darne
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)

The Company applied the updated guidance of ASC260t® the Teva Agreement on a prospective basimbieg in the quarter end
September 30, 2010. In the year ended Decembet(3D, the application of the updated guidance 8€A0525 had the effect of increasing
Partner revenue by $196,440,000, and increasing afoevenues by $95,426,000, and correspondirfggigic earnings per share increase
approximately $1.03. The increase in Rx Partneemae as a result of applying the updated guidah@eSC 60525 in the year ended Decem
31, 2010, represents the recognition of previoasgferred revenue which would otherwise have beeagrzed, under the previous accour
standards, over the remaining life of the Teva Agrent, using a modified proportional performanceho@& Under the previous accouni
standards, Rx Partner revenue would have been 3220, cost of revenues would have been $244,0844nhd basic earnings per share w
have been $2.97 in the year ended December 31, Md#ése refer to "Note 21Supplementary Financial Information" for a summafythis
information on a quarterly basis.

The following tables show the additions to and d#idns from the deferred revenue and deferred mtodhanufacturing costs under
Teva Agreement:

For the Years Ended December 31, Inception
(in $000’s) Through
Deferred revenue 2012 2011 2010 Dec 31, 2009
Beginning balance $ 3,70t $ 441C $ 202,03: $
Additions 551 10,09¢ 379,19¢
Less:
Amounts recognized (1,309 (1,256 (11,27¢) (177,169
Accounting adjustment (196,440
Ending deferred revenue $ 2,39¢ $ 3,708 $ 4,410 $ 202,03:
Inception
(in $000’s) For the Years Ended December 31, Through
Deferred product manufacturing costs 2012 2011 2010 Dec 31, 2009
Beginning balance $ - % - % 94,04C $
Additions 7,41¢€ 175,56!
Less:
Amount recognized (6,030 (81,525
Accounting adjustment (95,426
Ending deferred product manufacturing costs $ - $ - $ - $ 94,04(

The following schedule shows the expected recagmitif deferred revenue, for transactions recoresligh December 31, 2012, for
next five years and thereafter under the Teva Ages:

Deferred Revenue

(in $000s) Recognition

2013 $ 1,30¢
2014 1,087
2015 ---
2016 ---
2017 ---
Thereafter
Totals $ 2,39¢
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
OTC Partner Alliance Agreement

In June 2002, the Company entered into a Developméense and Supply Agreement with Pfizer Inorifierly Wyeth), for a term
approximately 15 years, relating to the Companyisatadine and Pseudoephedrine Sulfate 5 mg/1202#mur Extended Release Tablets
Loratadine and Pseudoephedrine Sulfate 10 mg/2424igur Extended Release Tablets for the OTC market. Gompany previously develog
the products, and is currently only responsible f@nufacturing the products, and Pfizer is resgmador marketing and sale. The agreer
included payments to the Company upon achievenfet\elopment milestones, as well as royalties paithe Company by Pfizer on its sale
the product. Pfizer launched this product in M892 as Alavert® Dt2 Hour. In February 2005, the agreement was figiréancelled with respe
to the 24hour Extended Release Product due to lower thamnpth sales volume. The agreement with Pfizer idonger a core area of 1
Company'’s business, and the over-tioemter pharmaceutical products the Company selRfizer under the Development, License and St
Agreement are older products which are only solBfirer, and which are sold at a loss. As notea/apthe manufacturing of the products is
Companys only continuing obligation under this agreemeithwPfizer. In order to avoid deferring the lossesurred upon shipment of the
products to Pfizer, Inc., the Company recognizesmae, and the associated manufacturing costheatne title and risk of loss passes to P
which is generally when the product is shippede Tompany recognizes profit share revenue in thegearned.

The following table shows the additions to and a¢idns from deferred revenue and deferred productufacturing costs under the O
Agreements:

Inception
(in $000's) For the Years Ended December 31, Through
Deferred revenue 2012 2011 2010 Dec 31, 2009
Beginning balance $ 9,68: $ 11,38: $ 16,16: $
Additions 1,52¢ 2,01¢ 4,10¢ 93,90«
Less amounts recognized (11,217 (3,719 (8,88%) (77,747
Ending deferred revenue $ - $ 9,68: $ 11,38: $ 16,16:

Inception
(in $000’s) For the Years Ended December 31, Through
Deferred product manufacturing costs 2012 2011 2010 Dec 31, 2009
Beginning balance $ 8,84t $ 10,23t $ 14,20: $
Additions 2,63¢ 1,721 3,22 77,87(
Less: amount recognized (11,489 (3,110 (7,199 (63,66)
Ending deferred product manufacturing costs $ ) 8,846 $ 10,23¢ $ 14,20:
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
Agreements with Valeant Pharmaceuticals Internatiain Inc.

In November 2008, the Company and Valeant Pharntigeé International, Inc., formerly Medicis Phameatical Corporatic
(“Valeant”), entered into a Joint Development Agnemt and a License and Settlement Agreement (“D@relopment Agreement”).

Joint Development Agreement

The Joint Development Agreement provides for then@any and Valeant to collaborate in the developroéat total of five dermatolog
products, including four of the Company’s generroducts and one branded advanced form of ValeB®$ODYN® product. Under tt
provisions of the Joint Development Agreement tleen@any received a $40,000,000 upfront payment, pgi¥aleant in December 2008.
Company has also received an aggregate of $15@D0nilestone payments composed of two $5,000i08stone payments, paid by Valear
March 2009 and September 2009, a $2,000,000 milegiayment paid by Valeant in December 2009, ab®,@00,000 milestone payment paic
Valeant in March 2011. The Company has the patktttireceive up to an additional $8,000,000 ofticgyent regulatory milestone payments ¢
of which the Company believes to be substantiveyelkas the potential to receive royalty paymdmis sales, if any, by Valeant of its advan
form SOLODYN®brand product. Finally, to the extent the Compeognmercializes any of its four generic dermatolpgyducts covered by t
Joint Development Agreement, the Company will payaleant a gross profit share on sales of sucymts. The Company began selling on
the four generic dermatology products during therymnded December 31, 2011.

The Joint Development Agreement results in thremst of revenue for the Company, as follows:

1. Research & Development Services

Revenue received from the provision of researchdavelopment services including the $40,000,000ampfpayment and the $12,000,!
of milestone payments received prior to JanuargQiL1, have been deferred and are being recognizea siraightine basis over the expec
period of performance of the research and develapservices. During the year ended December 312,2he Company extended the reve
recognition period for the Joint Development Agreainfrom the previous recognition period endindNmvember 2012 to November 2013, du
changes in the estimated timing of completion otaie research and development activities. Thismghavas made on a prospective basis
resulted in a reduced periodic amount of revenaegeized in current and future periods. Revenumftibe remaining $8,000,000 of conting
milestone payments, including the $3,000,000 rekifrom Valeant in March 2011, will be recognizeding the Milestone Method
accounting. Deferred revenue is recorded as dityabaptioned “Deferred revenue Revenue recognized under the Joint Developmentehgea
is included in “ Note 21 — Supplementary Finan&iibrmation, "in the line item captioned "Research Partner”, fibé Company determined
straightline method better aligns revenue recognition ypignformance as the level of research and developseevices delivered under the J
Development Agreement are expected to be provideal relatively constant basis over the period ofopmance.

2. Royalty Fees Earned — Valeant’s Sale of AdvancethISOLODYN® (Brand) Product

Under the Joint Development Agreement, the Compaagited Valeant a license for the advanced forth@SOLODYN®product, with
the Company receiving royalty fee income under diggnse for a period ending eight years afterfitst commercial sale of the advanced fi
SOLODYN® product. Commercial sales of the new SONMDI® product, if any, are expected to commence upBA approval of Valeant
NDA. The royalty fee income, if any, from the n&@OLODYN® product, will be recognized by the Company as curperiod revenue wh
earned.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)

3. Accounting for Sales of the Company’s Four Geneecmatology Products

Upon FDA approval of the ComparsyANDA for each of the four generic products codeby the Joint Development Agreement,
Company will have the right (but not the obligadido begin manufacture and sale of its four genéeienatology products. The Company sell
manufactured generic products to all Global Divisustomers in the ordinary course of businessugirats Global Product sales channel.
Company accounts for the sale, if any, of the gemepducts covered by the Joint Development Agegmas current period revenue accordir
the Companys revenue recognition policy applicable to its Glioproducts. To the extent the Company sells anheffour generic dermatolo
products covered by the Joint Development AgreenitbatCompany pays Valeant a gross profit sharéa suich profit share payments accou
for as a current period cost of goods sold.

The following table shows the additions to and a¢idas from deferred revenue under the Joint Dgraknt Agreement with Valeant:

Inception
(in $000’s) Years Ended December 31, Through
Deferred revenue 2012 2011 2010 Dec 31, 2009
Beginning balance $ 12,41C $ 25,94¢ % 39,487 $
Additions 52,00(
Less amount recognized (8,76(0) (13,539 (13,539 (12,519
Ending deferred revenue $ 3,65( $ 12,41( $ 25,94¢ $ 39,48

The following schedule shows the expected recagmitif deferred revenue, for transactions recortesligh December 31, 2012, for
next five years and thereafter under the Joint g@veent Agreement with Valeant:

Deferred

Revenue
(in $000s) Recognition
2013 $ 3,65(
2014
2015
2016
2017
Thereafter
Total $ 3,65(
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
Development and Co-Promotion Agreement with EndoalRinaceuticals Inc.

In June 2010, the Company and Endo Pharmaceuticals("Endo") entered into a Development and Corfstion Agreement Endc
Agreement”) under which the Company and Endo hayeea to collaborate in the development and comialeation of a nexgeneratio
advanced form of the Compasylead branded product candidate ("Endo Agreemesduet"”). Under the provisions of the Endo Agreatnén
June 2010, Endo paid to the Company a $10,000,0086nt payment. The Company has the potentiabteive up to an additional $30,000,00
contingent milestone payments which includes $1G@ID contingent upon the achievement of clinicangs, $5,000,000 contingent upon
achievement of regulatory events, and $10,000,@@® the achievement of commercialization eventse Company believes all milestones ui
the Endo Agreement are substantive. Upon commizatian of the Endo Agreement Product in the Wshigtates, Endo will have the right to co-
promote such product to non-neurologists, which retdjuire the Company to pay Endo apomotion service fee of up to 100% of the grossdits
attributable to prescriptions for the Endo Agreetferoduct which are written by the non-neurologists

The Company is recognizing the $10,000,000 upfpayiment as revenue on a straifjhé basis over a period of 91 months, which is
estimated expected period of performance of rebeanti development activities under the Endo Agre¢émmmmencing with the June 2(
effective date of the Endo Agreement and endingpétember 2017, the estimated date of FDA approf/dh@® Company's NDA. The FLC
approval of the Endo Agreement Product NDA reprisstre end of the Comparsyexpected period of performance, as the Compalhhavie nc
further contractual obligation to perform reseaacil development activities under the Endo Agreen@ent therefore the earnings process wi
completed. Deferred revenue is recorded as aitialséptioned “Deferred revenu@h the consolidated balance sheet and deferreduievende
the Endo Agreement was $6,593,000 as of DecemheR@2. Revenue recognized under the Endo Agreeimerported on the consolida
statement of operations, in the line item captioRedearch Partner. The Company determined thelsttaie method aligns revenue recognit
with performance as the level of research and dewetnt activities performed under the Endo Agredraemexpected to be performed on a ra
basis over the Company’s estimated expected pefigmtrformance. Upon FDA approval of the Companighdo Agreement Product NDA,
Company will have the right (but not the obligajidm begin manufacture and sale of such produat. Gbmpany will sell its manufactured bran
product to customers in the ordinary course ofrimes through its Impax Pharmaceuticals Divisiore Tompany will account for any sale of
product covered by the Endo Agreement as currembgeevenue. The cpromotion service fee paid to Endo, as describedeahif any, will be
accounted for as a current period selling expessecarrred.

The Company and Endo also entered into a SettleamehLicense Agreement in June 2010 (the “EnddeBe¢int Agreement’pursuant t

which Endo agreed to make a payment to the Comglaoyld Prescription Sales of Opa®&R (as defined in the Endo Settlement Agreemelt
below a predetermined contractual threshold ingteater immediately prior to the Company launchargeneric version of Opa®&ER.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
License, Development and Commercialization Agreetneith Glaxo Group Limited

In December 2010, the Company entered into a L&eBevelopment and Commercialization Agreement v@dthxo Group Limite
(“GSK”). Under the terms of the agreement with GSK, GSKiveckan exclusive license to develop and commeézeidPX066 (brand nan
RYTARY™ in the United States) throughout the wordgcept in the U.S. and Taiwan, and certain follmwproducts at the option of GSK. G
paid an $11,500,000 upfront payment in Decembeb28dd the Company has the potential to receivio 169,000,000 of contingent milest
payments which includes $10,000,000 contingent uh@n achievement of clinical events, $29,000,006tingent upon the achievement
regulatory events, and $130,000,000 contingent diperachievement of commercialization events. CThepany believes all milestones undel
agreement with GSK are substantive. The upfroninayt has been deferred and was recognized as ew@na straighline basis over tf
Companys expected period of performance to provide rebeand development services which ended on DeceBihe2012. The Company w
also receive royalty payments on any sales of IBXBg GSK. The Company and GSK will generally eaearbits own development cc
associated with its activities under the Licensey@opment and Commercialization Agreement, extegit certain development costs, incluc
with respect to follow on products, will be shared, set forth in the agreement. The agreement @8K also gives GSK the option to obi
development and commercialization rights to a ®ifoiroduct for a one-timepayment to the Company of $10,000,000. The LicebDseglopmer
and Commercialization Agreement will continue u@iSK no longer has any royalty payment obligatitmthe Company, or if the agreemer
terminated earlier in accordance with its termse Thcense, Development and Commercialization Agesgnmay be terminated by GSK
convenience upon 90 days prior written notice, awag also be terminated under certain other circantsts, including material breach, as set
in the agreement.

Distribution, License, Development and Supply Agneent with AstraZeneca UK Limited

In January 2012, the Company entered into the AZedgent with AstraZeneca. Under the terms of tEeA§reement, AstraZene
granted to the Company an exclusive license to cemialize the tablet, orally disintegrating tabéetd nasal spray formulations of Zomig
(zolmitriptan) products for the treatment of migeimeadaches in the United States and in certaintek®ories, except during an initial transit
period when AstraZeneca fulfilled all orders of Zgf products on the Compargybehalf and AstraZeneca paid to the Company thesgorofit ol
such Zomig®products. The Company is obligated to fulfill camtaninimum requirements with respect to the prowmwtof currently approve
Zomig® products as well as other dosage strengths of grattucts approved by the FDA in the future. ThenBany may, but has no obligat
to, develop and commercialize additional produotst@ining zolmitriptan and additional indicatiorms Zomig®,subject to certain restrictions as
forth in the AZ Agreement. The Company will be resgible for conducting clinical studies and preparregulatory filings related to t
development of any such additional products andla@vbear all related costs. During the term of A% Agreement, AstraZeneca will continue
be the holder of the NDA for existing Zomig®oducts, as well as any future dosage strengéredhapproved by the FDA, and will be respon:
for certain regulatory and quality-related actigtifor such Zomig® products. AstraZeneca will mawctifre and supply Zomig@roducts to th
Company and the Company will purchase its requirgmef Zomig®products from AstraZeneca until a date determimethé AZ Agreemer
Thereafter, AstraZeneca may terminate its suppligations upon certain advance notice to the Compemnwhich case the Company would h
the right to manufacture or have manufacturedvits cequirements for the applicable Zomig® product.

Under the terms of the AZ Agreement, AstraZeneca fgguired to make payments to the Company repiegel00% of the gross prc
on sales of AstraZeneca-labeled Zomig®oducts during the specified transition perioche TCompany received transition payments -
AstraZeneca aggregating $43,564,000 during 2012 aanounted for these payments as a reductiored§180,000,000 in quarterly payments n
to AstraZeneca during 2012. The Company alloc&#5096,000 of the $86,436,000 net payments madsttaZeneca to an intangible asset,
the remaining $41,340,000 to prepaid royalty expaedated to sales of Impax-labeled Zofiigroducts during 2012, with such royalty expe
included in cost of revenues on the consolidatatestent of operations. Beginning in January 2818 Company is obligated to pay AstraZetr
tiered royalties on net sales of Zomig®ducts, depending on brand exclusivity and sulgecustomary reductions and other terms and tiomnd
set forth in the AZ Agreement. The Company is alkbgated to pay AstraZeneca royalties after sateispecified date based on gross profit 1
sales of authorized generic versions of the Zomiglycts subject to certain terms and condition$astt in the AZ Agreement.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
Co-Promotion Agreement with Pfizer

In March 2010, the Company and Pfizer, Inc. (“Pfigentered into the First Amendment to the Bmmotion Agreement (origina
entered into with Wyeth, now a wholly owned subeidiof Pfizer) ( “ Pfizer Co-Promotion Agreemen}.” The Companyg obligation to provid
physician detailing sales calls under the PfizesR€omotion Agreement ended on June 30, 2012. Rrisuch time, the Company had receiv
fixed fee, effective January 1, 2010, for providiwgh physician detailing sales calls within a cactually defined range of an aggregate numkt
physician detailing sales calls rendered, deterchorea quarterly basis. The Company recognizegliysician detailing sales force fee revent
the related services were performed and the pediacm obligations were met. The Company recogr$ze@70,000, $14,140,000 and $14,073
in the years ended December 31, 2012, 2011 and 2&dfectively, with such amounts included in the item “Promotional Partner” inNote 2:
— Supplementary Financial Information. ”
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13. EMPLOYEE BENEFIT PLANS
401(k) Defined Contribution Plan

The Company sponsors a 401(k) defined contribuplam covering all employees. Participants are pechito contribute up to 25%
their eligible annual préax compensation up to established federal limiteggregate participant contributions. The Compaajches 50% of tt
employee contributions up to a maximum of 3% of kEryge compensation. Discretionary prdafitaring contributions made by the Company, if
are determined annually by the Board of DirectBiaticipants are 100% vested in discretionary pedfaring and matching contributions mad
the Company after three years of service, and &% @nd 50% vested after one and two years of servispectively. There were $1,428,(
$1,254,000 and $1,162,000 in matching contributiand no discretionary profitharing contributions made under this plan for ybars ende
December 31, 2012, 2011 and 2010, respectively.

Employee Stock Purchase Plan

In February 2001, the Board of Directors of the @any approved the 2001 Non-Qualified Employee Stgichase Plan (“ESPP)ith
a 500,000 share reservation. The purpose of tiPESto enhance employee interest in the succespragress of the Company by encoura
employee ownership of common stock of the Comparrhye ESPP provides the opportunity to purchaseCin@apanys common stock at a 1¢
discount to the market price through payroll dedunst or lump sum cash investments. Under the E8&®, for the years ended December
2012, 2011 and 2010, the Company sold shares obitsnon stock to its employees in the amount of 34,47,128 and 79,560, respectively
net proceeds of $829,000, $887,000 and $1,082r86pectively.

Deferred Compensation Plan

In February 2002, the Board of Directors of the @any approved the Executive NQualified Deferred Compensation F
(“ENQDCP”) effective August 15, 2002 covering executive leglployees of the Company as designated by the Bifdbirectors. Participan
can defer up to 75% of their base salary and qgiyatales bonus and up to 100% of their annualgperince based bonus. The Company ma
50% of employee deferrals up to 10% of base sa@adybonus compensation. The maximum total matdindgompany cannot exceed 5% of 1
base and bonus compensation. Participants aredviestbe employer match contribution at 20% eacér ywith 100% vesting after five years
employment. Participants can earn a return om theferred compensation based on hypothetical imargs in investment funds. Changes ir
market value of the participant deferrals and egmithereon are reflected as an adjustment taabiity for deferred compensation with an of
to compensation expense. There were $717,000, @@8%nd $525,000 in matching contributions under ENQDCP for the years enc
December 31, 2012, 2011 and 2010, respectively.

The deferred compensation liability is a naurrent liability recorded at the value of the ambawed to the ENQDCP participants, v
changes in the value of such amounts recognizeal @smpensation expense in the consolidated statemfieperations. The calculation of
deferred compensation obligation is derived froreesiable market data by reference to hypothetisadstments selected by the participants.
Company invests in corporate owned life insurarf@OLI") policies, of which the cash surrender value isudell in the line item caption
“Other assetsbn the consolidated balance sheet. As of Decenthe2®.2 and 2011, the Company had a cash surrgatier asset of $19,017,C
and $14,547,000, respectively, and a deferred cosgtien liability of $18,617,000 and $14,535,008spectively, included in the line it
captioned “Other liabilities” on the consolidatealdnce sheet.
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14. SHARE-BASED COMPENSATION

The Company recognizes the grant date fair valusaoh option and restricted share over its vegtergpd. Options and restricted shi
granted under the Company’s Amended and Restai@?l RQuity Incentive Plan (“2002 Plangenerally vest over a three or four year perioc
options have a term of ten years.

Impax Laboratories, Inc. 1999 Equity Incentive Plan

In October 2000, the Compaystockholders approved an increase in the aggraganber of shares of common stock to be is
pursuant to the Comparsy1999 Equity Incentive Plan from 2,400,000 to 8,000 shares. Under the 1999 Equity Incentive FI&5,785, 379,87
and 664,947 stock options were outstanding at Dbeefil, 2012, 2011 and 2010, respectively.

Impax Laboratories, Inc. Amended and Restated 2@uity Incentive Plan

Under the Companyg’ 2002 Plan, the aggregate number of shares of comstock for issuance pursuant to stock option tgrame
restricted stock awards was increased by the Coyhwpdpard of Directors from 9,800,000 to 11,800,006irdy 2010 and was approved by
Companys stockholders. Under the 2002 Plan, stock optaristanding were 4,061,436, 4,693,225 and 5,88%7Pecember 31, 2012, 2011
2010, respectively, and unvested restricted stogdrds outstanding were 1,954,570, 1,663,911 an841789 at December 31, 2012, 2011
2010, respectively.

The stock option activity for all of the Compangguity compensation plans noted above is summasagzédllows:

Weighted-

Average

Exercise

Number of Shares Price

Stock Options Under Option per Share
Outstanding at December 31, 2009 8,229,811 $ 9.87
Options granted 405,60( 20.27
Options exercised (1,900,54) 8.62
Options forfeited (220,19)) 11.0¢
Outstanding at December 31, 2010 6,514,671 10.8¢
Options granted 424,00( 24.7¢
Options exercised (1,605,04) 11.0Z
Options forfeited (260,53 9.7:
Outstanding at December 31, 2011 5,073,09 11.7¢
Options granted 278,50( 20.9(
Options exercised (1,060,74)) 11.1¢
Options forfeited (113,63() 16.6¢
Outstanding at December 31, 2012 4,177,22 12.72
Options exercisable at December 31, 2012 3,143,43 ¢ 11.3C
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14. SHARE-BASED COMPENSATION (continued)

As of December 31, 2012, stock options outstandimdj exercisable had average remaining contradtes bf 5.86 years and 4.82 ye
respectively. Also, as of December 31, 2012, stoptions outstanding and exercisable each had gagrentrinsic values of $35,370,000
$30,067,000, respectively. As of December 31, 20€ Company estimated 3,698,064 stock options1and0,367 restricted shares grante
employees which were vested or expected to vest.

The Company grants restricted stock to certaintdgemployees as a component of its Ié@gn incentive compensation program.
restricted stock award grants are made in accoedaith the Company’s 2002 Plan. A summary of tha-nested restricted stock awards i
follows:

Non-Vested Weighted-
Restricted Average

Stock Grant Date

Restricted Stock Awards Awards Fair Value
Non-vested at December 31, 2009 1,152,92. $ 7.7z
Granted 727,55¢ 18.8i
Vested (368,82) 8.61
Forfeited (76,899 10.13
Non-vested at December 31, 2010 1,434,75! 12.9¢
Granted 868,54 20.7:
Vested (452,86)) 11.81
Forfeited (186,53 13.71
Non-vested at December 31, 2011 1,663,91 17.2(C
Granted 1,015,93 23.41
Vested (585,39) 14.7:
Forfeited (139,88 19.0¢
Non-vested at December 31, 2012 1,954,571 ¢ 20.97

As of December 31, 2012, the Company had 1,1613b24es available for issuance of either stock optior restricted stock awar
including 875,663 shares from the 2002 Plan, artig428. shares from the 1999 Plan.

As of December 31, 2012, the Company had total cogeized sharbased compensation expense, net of estimated tfogsj o
$42,547,000 related to all of its shdrased awards, which will be recognized over a weijlaverage period of 2.30 years. The intrinsloe/a
options exercised during the years ended Decenthet(32, 2011 and 2010 was $12,380,000, $19,19200(%19,038,000, respectively. The 1
fair value of restricted shares which vested dutirgyears ended December 31, 2012, 2011 and 28468;614,000, $5,347,000 and $3,175
respectively.

The Company estimated the fair value of each stgption award on the grant date using the Bl&ckoles option pricing model with 1
following assumptions:

For the Years Ended December 31,

2012 2011 2010
Volatility (range) 48.5% - 49.3%50.7% - 52.7%55.1% - 56.4%
Volatility (weighted average) 49.1% 52.3% 55.9%
Risk-free interest rate (range) 09% - 10% 15% - 23% 15% - 3.1%
Risk-free interest rate (weighted average) 1.0% 2.1% 2.3%
Dividend yield 0% 0% 0%
Expected life (years) 6.19 6.20 6.21
Weighted average grant date fair value $9.93 $12.8¢ $11.0¢
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14. SHARE-BASED COMPENSATION (continued)

The Company estimated the fair value of each stption award on the grant date using the Bl&ckoles option pricing model, where
expected volatility is based on historical volagilof the Company’s common stock, and of a peeugrfor the period of time the Compasy
common stock was deregistered as described belmv,tbe period commensurate with the expected tdrthe stock options. The expected t
calculation is based on the “simplified” method atdsed in SAB No. 107, Share-Based Payment and 8AB110, Sharéased Payment, as"
result of the simplified method provides a reasémastimate in comparison to actual experiencee fi$kfree interest rate is based on the
Treasury yield at the date of grant for an instrnbweith a maturity that is commensurate with thpeoted term of the stock options. The divic
yield of zero is based on the fact that the Compeeey never paid cash dividends on its common stmolt,has no present intention to pay
dividends. Options granted under each of the alpdames generally vest from three to four years hade a term of ten years. With limi
exceptions, the Company’s shares of common steaett on the “Pink Sheetbeginning in August 2005 through May 2008. Subseatjtio th
Company’'s May 2008 deregistration, and before tilgks was rdisted in March 2009, the Company granted stockooptand restricted sto
awards. As there were no quoted market pricesndutie period when the Compasyshares of common stock was not publicly tradkee
Company engaged a valuation firm to assist withlé®rmination of the fair value of the sharesmhmon stock at the stock option and restri
stock award grant dates. In this regard, the nuistlused to arrive at the fair value of the undagystock price included a regression analysis,g
with market multiples and discounted net cash femalyses. The resulting fair value on each respegrant date was used to establish the :
option exercise price and the fair value of thérieted stock.

The amount of share-based compensation expensgnized by the Company is as follows:

For the Years Ended December 31,

(in $000's) 2012 2011 2010

Cost of revenues $ 2,40t $ 1917 $ 2,37
Research and development 4,65¢ 4,11¢ 3,46¢
Selling, general and administrative 9,24( 6,64¢ 4,871
Total $ 16,30: $ 12,68 $ 10,71«

The after tax impact of recognizing the shhased compensation expense related to FASB ASC Tdi@ on basic earnings per comt
share was $0.18, $0.15 and $0.14 for the yearsdeRdeember 31, 2012, 2011 and 2010, respectivelyddated earnings per common share
$0.17, $0.14 and $0.14 for the years ended DeceBthe2012, 2011 and 2010, respectively. The Compacognized a deferred tax benefi
$4,335,000, $3,078,000 and $1,719,000 in 2012, 201d 2010, respectively; related to share-basedpensation expense recorded for non-
qualified employee stock options and restrictedlstwards.

The Companys policy is to issue new shares to satisfy stockoopexercises and to grant restricted share awartisre were r
modifications to any stock options during the yemnded December 31, 2012, 2011 or 2010.
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15. STOCKHOLDERS' EQUITY
Preferred Stock

Pursuant to its certificate of incorporation, then@pany is authorized to issue 2,000,000 share81%tar value per share, “blank check”
preferred stock, which enables the Board of Dinectd the Company, from time to time, to create onenore new series of preferred stock. E
series of preferred stock issued can have thestigiheferences, privileges and restrictions desigghby the Companyg’Board of Directors. Tt
issuance of any new series of preferred stock caffiéggtt, among other things, the dividend, votiaugg liquidation rights of the Compasytommol
stock. During the years ended December 31, 20111, a0d 2010, the Company did not issue any prefestack.

Common Stock

The Companyg Certificate of Incorporation, as amended, autlesrthe Company to issue 90,000,000 shares of canstook with $0.0
par value.

Shareholders Rights Plan

On January 20, 2009, the Board of Directors apptdlie adoption of a shareholder rights plan andaded a dividend of one prefer!
share purchase right for each outstanding shaoemimon stock of the Company. Under certain circamsgs, if a person or group acquire:
announces its intention to acquire, beneficial awnip of 20% or more of the Compagmyoutstanding common stock, each holder of sudft
(other than the third party triggering such exergisvould be able to purchase, upon exercise ofritifg at a $15 exercise price, subjec
adjustment, the number of shares of the Comgaogimmon stock having a market value of two tinhesdxercise price of the right. Subjec
certain exceptions, if the Company is consolidatgth, or merged into, another entity and the Conypannot the surviving entity in su
transaction or shares of the Compangutstanding common stock are exchanged for siesudf any other person, cash or any other prgpet
more than 50% of the Compasyassets or earning power is sold or transferhesh €ach holder of the rights would be able to lpase, upon tt
exercise of the right at a $15 exercise price,exilip adjustment, the number of shares of comrtmrk ®f the third party acquirer having a ma
value of two times the exercise price of the right.

In connection with the shareholder rights plan, Beard of Directors designated 100,000 shares rigdssé\ junior participating preferr:
stock. The rights expired on January 20, 2012.
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16. EARNINGS PER SHARE

Basic earnings per common share is computed bylidiyinet earnings by the weighted average commarestoutstanding for the peri
Diluted earnings per common share is computed Wigidg net income (loss) by the weighted averagaroon shares outstanding adjusted fo
dilutive effect of stock options, restricted stankards, stock purchase warrants and convertible detluding anti-dilutive shares.

A reconciliation of basic and diluted earnings gleare is as follows:

For the Years Ended December 31,

(in $000's, except share and per share amounts) 2012 2011 2010
Numerator:
Net income $ 55,87 $ 65,49 $ 250,41¢

Denominator:

Weighted average common shares outstanding 65,660,27 64,126,85 62,037,90
Effect of dilutive stock options and restrictedcito 2,744,28| 3,193,13. 3,527,22.
Diluted weighted average common shares outstanding 68,404,55 67,319,98 65,565,13
Basic net income per share $ 0.8t $ 1.0z $ 4.04
Diluted net income per share $ 0.8z $ 0.97 $ 3.82

For the years ended December 31, 2012, 2011 ar@ #4 Company excluded 905,899, 1,244,493 and4 468, respectively, of sto
options from the computation of diluted net incopee common share as the effect of these optionsdwave been anti-dilutive.
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17. SEGMENT INFORMATION

The Company has two reportable segments, the GDivaion and the Impax Division. The Global Dsion develops, manufactur
sells, and distributes generic pharmaceutical prsdyrimarily through the following sales chann#ée Global Products sales channel for sal
generic prescription products directly to wholesgldarge retail drug chains, and others; and ttieafe Label Product sales channel for ger
over-the-counter and prescription products soldiricelated third-party customers who,tinn, sell the products under their own label; B
Partner sales channel for generic prescription ymtsdsold through unrelated thipdwty pharmaceutical entities under their own lghekuant t
alliance agreements; and the OTC Partner salemehéor over-the-counter products sold through lateel thirdparty pharmaceutical entiti
under their own label pursuant to alliance agregmehhe Company also generates revenue in itsaBBlvision from research and developn
services provided under a joint development agreéméh another unrelated thigglrty pharmaceutical company, and refers to sucéniee a
“Research Partner” revenue.

The Impax Division is engaged in the developmenpfprietary branded pharmaceutical products thomgprovements to already-
approved pharmaceutical products to address caemtrabus system (CNS) disorders. The Impax Divigiorrently has one internally develo
late stage branded pharmaceutical product candiBd@ARY™ for the symptomatic treatment of Parkinsdisease, for which the NDA w
accepted for filing by the FDA in February 2012 avidch the Company is currently working with the &ABn appropriate next steps on the ND,
responseto a Complete Response Letter the Company recdived the FDA in January 2013. The Impax Divisiolsoahas other prodi
candidates in varying stages of development. thtiad, the Impax Division is engaged in produdesaand promotion through a direct sales f
focused on promoting pharmaceutical products d@esldy an unrelated thiqgarty pharmaceutical company pursuant to a Didiobu License
Development and Supply Agreement. Additionallye @ompany generates revenue in its Impax Divisiomfresearch and development sen
provided under a development and license agreemimtanother unrelated thirplarty pharmaceutical company, and refers to suehniee a
“Research Partnerfevenue; and the Company generates revenue imjiaxX Division under a License, Development and @encializatiol
Agreement with another unrelated third-party phareuéical company, and refers to such revenue as®&tner” revenue.

The Company’s chief operating decision maker evwelidghe financial performance of the Compangegments based upon segt
income (loss) before income taxes. Items belowrme (loss) from operations are not reported by segnexcept litigation settlements, since
are excluded from the measure of segment profitabiéviewed by the Company’chief operating decision maker. Additionallyngeal an
administrative expenses, certain selling expersgsain litigation settlements, and non-operatimgpime and expenses are includedQorporat
and Other.” The Company does not report balaneetshformation by segment since it is not revielwgdhe Company chief operating decisi
maker. The accounting policies for the Companygsents are the same as those described abovedte*2NSummary of Significant Accountil
Policies — Revenue Recognition.” The Company leimter-segment revenue.
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17. SEGMENT INFORMATION (continued)

The tables below present segment information rdtmhdo total Company financial results, with segmeperating income or g
including gross profit less direct research andettgpment expenses, and direct selling expenseslhssvany litigation settlements, to the ex
specifically identified by segment:

(in $000's) Global Impax Corporate Total
Year Ended December 31, 2012 Division Division and Other Company
Revenues, net $ 448,68:. 133,01 $ - $ 581,69:
Cost of revenues 229,35! 69,78 -- 299,13t
Research and development 48,54( 32,78( -- 81,32(
Patent litigation 9,772 -- -- 9,772
Selling, general and administrative 15,37 37,89¢ 55,19° 108,47(
Income (loss) before income taxes $ 145,63t (7,449 $ (54,879 $ 83,31:
Global Impax Corporate Total
Year Ended December 31, 2011 Division Division and Other Company
Revenues, net $ 491,71( 21,20¢ $ - $ 512,91¢
Cost of revenues 242,71 11,91 -- 254,62
Research and development 46,16¢ 36,53: -- 82,70
Patent litigation 7,50¢ -- -- 7,50¢
Selling, general and administrative 11,31 7,43¢ 49,72¢ 68,47"
Income (loss) before income taxes $ 184,00¢ (34,669 $ (51,229 $ 98,11:
Global Impax Corporate Total
Year Ended December 31, 2010 Division Division and Other Company
Revenues, net $ 864,66 14,84: $ - $ 879,50¢
Cost of revenues 328,16: 12,08: -- 340,24t
Research and development 44,32¢ 41,89¢ -- 86,22:
Patent litigation 6,384 -- -- 6,38¢
Selling, general and administrative 14,62t 3,51( 35,19° 53,33
Income (loss) before income taxes $ 471,17( (42,649 $ (34,589 $ 393,93¢

Foreign Operations

The Company’s whollyawned subsidiary, Impax Laboratories (Taiwan) Ii@as constructed a facility in Taiwan which is it fol

manufacturing, research and development, wareharsk,administrative functions, with approximately2$,684,000, and $56,827,000 of
carrying value of assets, composed principally blidding and equipment, included in the Companygssolidated balance sheet at Decembe
2012 and 2011, respectively.
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18. COMMITMENTS AND CONTINGENCIES
Leases

The Company leases land, office, warehouse anddtly facilities under nonancelable operating leases expiring between M20dH
and December 2026. Rent expense for the yearsdebéeember 31, 2012, 2011 and 2010 was $1,71980691,000 and $1,715,0
respectively. The Company recognizes rent expensestraightine basis over the lease period. The Companyla&s®es certain equipment ur
various noreancelable operating leases with various expiraletes between May 2013 and May 2016. Future numirtease payments under
non-cancelable operating leases are as follows:

Years Ended

(in $000s) December 31,

2013 $ 2,02(
2014 1,745
2015 93:
2016 404
2017 31€
Thereafter 2,65
Total minimum lease payments $ 8,07

Purchase Order Commitments

As of December 31, 2012, the Company had approeime$47,811,000 of open purchase order commitmeprisparily for raw
materials. The terms of these purchase order comenis are generally less than one year in duration

Taiwan Facility

The Company has entered into several contractedela ongoing expansion activities at its Taiwadility. As of December 31, 2012,
Company had remaining obligations under these aotstiof approximately $9,423,000.
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19. LEGAL AND REGULATORY MATTERS
Patent Litigation

There is substantial litigation in the pharmacaltibiological, and biotechnology industries wi#spect to the manufacture, use, and
of new products which are the subject of confligtpatent and intellectual property claims. One orerpatents typically cover most of the br
name controlled release products for which the Gowips developing generic versions.

Under federal law, when a drug developer files &DA for a generic drug seeking approval before etfin of a patent, which has b
listed with the FDA as covering the brand name pobdthe developer must certify its product wilk mafringe the listed patent(s) and/or the li
patent is invalid or unenforceable (commonly refdrto as a “Paragraph [\Eertification). Notices of such certification mu= provided to tr
patent holder, who may file a suit for patent infement within 45 days of the patent holdegceipt of such notice. If the patent holdersfiii
within the 45 day period, the FDA can review angrape the ANDA, but is prevented from granting fingarketing approval of the product unt
final judgment in the action has been renderedwof of the generic drug developer, or 30 montbmfthe date the notice was received, whict
is sooner. Lawsuits have been filed against the fiamy in connection with the CompasyParagraph IV certifications seeking an orderydetathe
approval of the Company’s ANDA until expirationthie patent(s) at issue in the litigation.

Should a patent holder commence a lawsuit witheets an alleged patent infringement by the Comp#re uncertainties inherent
patent litigation make the outcome of such litigatdifficult to predict. The delay in obtaining FDdpproval to market the Compasyproduc
candidates as a result of litigation, as well as ékpense of such litigation, whether or not then@any is ultimately successful, could hay
material adverse effect on the Compamgsults of operations and financial positionadidlition, there can be no assurance that any plitgation
will be resolved prior to the end of the 30-mongripd. As a result, even if the FDA were to appravproduct upon expiration of the &@antt
period, the Company may elect to not commence rtiagkthe product if patent litigation is still pend.

The Company is generally responsible for all of plagent litigation fees and costs associated witheoit and future products not cove
by its alliance and collaboration agreements. Thengany has agreed to share legal expenses withategpthirdparty and Company produ
under the terms of certain of the alliance andatalfation agreements. For instance, under the Agreement, the Company and Teva have ag
to share in fees and costs related to patent gérirent litigation associated with the products cedeéy the Teva Agreement and the Compa
currently sharing litigation costs with respecthioee products under the terms of two other sepagteements. The Company records the cc
patent litigation as expense in the period whenrired for products it has developed, as well apfoducts which are the subject of an allianc
collaboration agreement with a third-party.

Although the outcome and costs of the asserteduaadserted claims is difficult to predict, the Camp does not expect the ultim
liability, if any, for such matters to have a mébkadverse effect on its financial condition, iésof operations, or cash flows.
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19. LEGAL AND REGULATORY MATTERS (continued)
Patent Infringement Litigation
Eurand, Inc., et al. v. Impax Laboratories, Incy@®benzaprine)

In January 2009, Eurand, Inc., Cephalon, Inc.,/anesta AG (collectively, “Cephalonf)led suit against the Company in the U.S. Dis
Court for the District of Delaware (“District Colxtalleging patent infringement for the filing tife Companys ANDA relating to Cyclobenzapri
Hydrochloride Extended Release Capsules, 15 m@@amdg, generic to Amrix®. This matter was settled dismissed on October 11, 2010.

On November 8, 2011, the District Court expressignad the Company in an order enjoining it from @ngain the commercial use, of
for sale, or sale within the United States of aeparic Amrix®.On November 22, 2011, the Company filed a motioneirgue and modify tl
injunction. Plaintiffs responded on December 9,1204ith a motion for declaratory judgment, seekéndeclaration that the Company does not
the right to sell generic Amrix®he Company responded on December 20, 2011, anddriovenforce the terms of a settlement agreenmtetez
into with plaintiffs that it claims grants the Coanyy the right to sell generic Amrix®. On March 812, the District Court denied the Company’
motion and refused to modify the injunction. Then@pany appealed the order. The United States @buxppeals for the Federal Circuit affirm
the district cours decision to enjoin the Company on February 1320he Company has thirty (30) days from the ddtéhe appellate cot
decision to file a motion for rehearing.

The Research Foundation of State University of Newk et al. v. Impax Laboratories, Inc.; Galdermabbratories Inc., et al. v. Imp
Laboratories, Inc. (Doxycycline Monohydra

In September 2009, The Research Foundation of Staiteersity of New York; New York University; Galdaa Laboratories Inc.; a
Galderma Laboratories, L.P. (collectively, “Galdarixfiled suit against the Company in the U.S. Dist@aurt for the District of Delaware allegi
patent infringement for the filing of the Company\DA relating to Doxycycline Monohydrate Delay®&klease Capsules, 40 mg, gener
Oracea®.In May 2011, Galderma Laboratories Inc., Galdernaddratories, L.P. and Supernus Pharmaceuticals,filad a second lawsuit
Delaware alleging infringement of an additionalgudtrelated to Oracea®he Company filed an answer and counterclaims ih Ineatters. |
October 2009 for the first lawsuit and in July 20fbt the second lawsuit, the parties agreed to dentd by the final judgment concern
infringement, validity and enforceability of thetpats at issue in an earlitled case brought by Galderma and Supernus agairather gener
drug manufacturer. Proceedings in the lawsuitslinmg the Company were stayed pending resolutiothefrelated matter. In July 2011, a falay
trial was held in the case involving the other genenanufacturer in the U.S. District Court for tBéstrict of Delaware on the issues of pa
infringement and validity. In August 2011, the Coissued its decision finding four of the five pateinvalid and/or not infringed, and the f
patent, which expires in December 2027, infringed aot invalid. After proceedings related to thmeely, on June 8, 2012, the Court entered
judgment with respect to that litigation. On Jur@e 2012, the Court entered its final judgment wékbpect to the Company. All parties filed not
of appeal and/or crosgppeal in July 2012. The briefing at the United&taourt of Appeals for the Federal Circuit waspteted for all parties «
January 28, 2013. The decision of the District i€ouill be binding on the Company unless reversednodified on appeal or in subseqt
litigation.

Schering Corporation, et al. v. Impax Laboratoribs;. (Ezetimibe/Simvastatin)

In August 2010, Schering Corporation and MSP Singatompany LLC (together, “Scherindiled suit against the Company in the {
District Court for the District of New Jersey (“Digt Court”) alleging patent infringement for tligéing of the Companys ANDA relating tc
Ezetimibe/Simvastatin Tablets, 10/80 mg, generi&/ytorin®. The Company filed an answer and counterclaim. leeb#er 2010, the part
agreed to be bound by the final judgment concermadglity and enforceability of the patents at isso cases brought by Schering against
generic drug manufacturers that have filed ANDAatieg to this product, and proceedings in the Canys case were stayed. In April 2012,
District Court issued a decision, finding that thestexpiring patent (U.S. Patent No. RE 42,461) to akdvand enforceable. The District Cot
decision was subsequently affirmed by the Federau® on appeal on February 7, 2013. The decisiovalidity and enforceability will be bindir
on the Company unless reversed or modified in sy litigation.
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19. LEGAL AND REGULATORY MATTERS (continued)
Shire LLC, et al. v. Impax Laboratories, Inc., et(&uanfacine)

In December 2010, Shire LLC, Supernus Pharmacdsitibec., Amy F.T. Arnsten, Ph.D., Pasko Rakic, M.&nd Robert D. Hunt, M.|
(together, “Shire”¥iled suit against the Company in the U.S. Distficturt for the Northern District of California afimg patent infringement f
the filing of the Company’s ANDA relating to Guaonfae Hydrochloride Tablets, 4 mg, generic to In®iIn January, 2011 Shire amendec
complaint to add the 1 mg, 2 mg, and 3 mg strendthsed on the Company amending its ANDA to incltiiese additional strengths. 7
Company filed its answer and counterclaims. TherCissued a claim construction ruling on June 1,20 Trial is scheduled for February
2014.

Takeda Pharmaceutical Co., Ltd, et al. v. Impaxdrakories, Inc. (Dexlansoprazole)

In April 2011, Takeda Pharmaceutical Co., Ltd., 8@k Pharmaceuticals North America, Inc., Takedar®aeeuticals LLC, and Take
Pharmaceuticals America, Inc. (collectively, “TagBdfiled suit against the Company in the U.S. Dist@urt for the Northern District
California alleging patent infringement based oa fiting of the Company ANDA relating to Dexlansoprazole Delayed Rele@agpsules, 30 al
60 mg, generic to Dexilant&he Company filed an answer and counterclaims.tiilecourt issued a claim construction ruling opriA11, 2012
The parties have completed discovery. In Noven@&t2, the Company and Takeda filed cross motiomsstonmary judgment regardi
infringement and validity of the patents at isslige motions are currently pending with the codnmtial is scheduled for June 3, 2013.

Purdue Pharma L.P., The P.F. Laboratories, Inc.rdue Pharmaceuticals L.P., Rhodes TechnologiesrBBohRegents of the Univers
of Texas System, and Grunenthal GmbH v. Impax ladtyies, Inc. (Oxycodone)

In April 2011, Purdue Pharma L.P., The P.F. Lalmies, Inc., Purdue Pharmaceuticals L.P., Rhodesri@dogies, Board of Regents
the University of Texas System, and Grunenthal Gnidllectively “Purdue”)filed suit against the Company in the U.S. Distfxurt for the
Southern District of New York alleging patent imigement based on the filing of the CompanfNDA relating to Oxycodone Hydrochlorit
Controlled Release tablets, 10, 15, 20, 30, 4Gr&éD80 mg, generic to Oxycontin®e Company filed an answer and counterclaims.dvisgy is
proceeding. No trial date has been scheduled.

In February 2013, Purdue Pharma L.P. and Grune@iiH filed a separate lawsuit against the Compavgiving the same product a
ANDA, asserting infringement of two recently issystents. The Company filed an answer and codaters in February 2013.

Avanir Pharmaceuticals, Inc. et al. v. Impax Laltorées, Inc. (Dextromethorphan/Quinidine)

In August 2011, Avanir Pharmaceuticals, Inc., Avatdlding Co., and Center for Neurological Studgdisuit against the Company in
U.S. District Court for the District of Delawarelading patent infringement based on the filing b6t tCompanys ANDA relating tc
Dextromethorphan/Quinidine Capsules, 20 mg/10 regegc of Nuedexta® he Company filed an answer and counterclaims. Cwolt@r 8, 201.
Avanir Pharmaceuticals, Inc. filed suit against @@mpany in the U.S. District Court for the Distraf Delaware alleging patent infringement
new patent, US Patent 8,227,484, issued July 2i2,28lso based on the filing of the CompayNDA relating to Dextromethorphan/Quinid
Capsules, 20 mg/10 mg, generic of Nuedexta. Thepgaasnfiled an answer and counterclaims on Octobe2@12. A claim construction hear
was conducted on October 5, 2012. Discovery isgading, and trial is scheduled for September 2013.

GlaxoSmithKline LLC, et al. v. Impax Laboratorigs;., et al. (Dutasteride/Tamsulosin)
In September 2011, GlaxoSmithKline LLC and Smithi€lBeecham Corp. filed suit against the CompartienJ.S. District Court for tt
District of Delaware alleging patent infringemeratsbd on the filing of the CompasyANDA relating to Dutasteride/Tamsulosin Capsul&§

mg/0.4 mg, generic of Jalyn@he Company filed an answer and counterclaim. Tiaédourt issued a claim construction ruling onvidmber 1t
2012. A bench trial was conducted starting on dan@8, 2013, and a decision is pending.
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19. LEGAL AND REGULATORY MATTERS (continued)
Cephalon, Inc. et al. v. Impax Laboratories, Ifeeiitanyl Citrate)

In November 2011, Cephalon, Inc. and CIMA Labs, [tegether “Cephalon”jled suit against the Company in the U.S. Dist€Gcturt fo
the District of Delaware, alleging patent infringem of U.S. Patent Nos. 6,200,604, 6,974,590, 78822 and 7,862,833, based on the filing o
Company’s ANDA relating to Fentanyl Citrate Buc@alblets, 100, 200, 400, 600, and 800 mcg, genef@htora®The Company filed an ansv
and counterclaims, as well as declaratory judgnoeninterclaims to include three other patents (WP&ent Nos. 6,264,981; 8,092,832;
8,119,158). In response, Cephalon alleged infriregerof those three patents against the Companycl@imas for infringement of U.S. Patent N
6,200,604 and 6,974,590 were subsequently dismiszseld on a judgment of invalidity in another cadgch is currently on appeal. Discover
ongoing, and trial is scheduled for June 24, 2013.

Depomed, Inc. v. Impax Laboratories, Inc. (Gabajpgnt

In April 2012, Depomed, Inc. filed suit against tBempany in the U.S. District Court for the Distrief New Jersey, alleging pat
infringement for the filing of the Company’s ANDAIlated to Gabapentin Extended-Release TabletsaB8®G00 mg, generic to Gralise@he
Company filed an answer and counterclaim. On Camt@4, 2012, the parties submitted a stipulatiodisfissal based on the withdrawal of
Company’s ANDA.

Acura Pharmaceuticals, Inc. v. Impax Laboratories,. (Oxycodone HCI)

In October 2012, Acura Pharmaceuticals, Inc., fded against the Company in the U.S. District Cdéair the District of Delaware allegil
patent infringement for the filing of the CompanyBIDA relating to Oxycodone Hydrochloride Tablefsmg and 7.5 mg, generic to Oxectal®.
November 2012, the Company filed its answer andhimyalaims. No trial date has been schedt

Endo Pharmaceuticals Inc. and Grunenthal GmbH vpdr Laboratories, Inc. and ThoRx Laboratories, I(©xymorphon
hydrochloride); Endo Pharmaceuticals Inc. and Grotteal GmbH v. Impax Laboratories, Inc. (Oxymorphbgdrochloride)

In November 2012, Endo Pharmaceuticals, Inc. anch&@rthal GmbH (collectively, “Endof)led suit against ThoRx Laboratories, Inc
wholly owned subsidiary of the Company (“ThoRxdnd the Company in the U.S. District Court for 8muthern District of New York allegil
patent infringement based on the filing of ThoRANDA relating to Oxymorphone Hydrochloride, Extdienl Release tablets, 5, 7.5, 10, 15, 2!
and 40 mg, generic to Opana ER®. January 2013, Endo filed a separate suit ag#diesCompany in the U.S. District Court for the Seur
District of New York alleging patent infringemenased on the filing of the CompasyANDA relating to the same products. ThoRx ane
Company filed an answer and counterclaims to theeNdber 2012 suit and the Company filed an answdrcaninterclaims with respect to
January 2013 suit. No trial dates have been set.

Purdue Pharma L.P., The P.F. Laboratories, Inc.ydue¢ Pharmaceuticals L.P. and Rhodes Technologidmpax Laboratories, In
(Oxycodone HCI)

In January 2013, Purdue Pharma L.P., The P.F. badrdes, Inc., Purdue Pharmaceuticals L.P. and &hdachnologies (collective
“Purdue”)filed suit against the Company in the U.S. Dist@curt for the Southern District of New York allagipatent infringement based on
filing of the Company’s two ANDAs relating to Oxydone Hydrochloride, extendediease tablets: one for 10, 15, 20, 30 and 40amg,one fc
60 and 80 mg. The dosage forms are generic to Gxy@® (related to NDA 020553). The Company filed an ansavet counterclaims in Februi
2013. No trial date has been set.
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19. LEGAL AND REGULATORY MATTERS (continued)
Other Litigation Related to the CompasyBusiness
Impax Laboratories, Inc. v. Shire LLC and Shire daiories, Inc. (generic Adderall XR®)

On November 1, 2010, the Company filed suit agedmséte LLC and Shire Laboratories, Inc. (collecivtshire”) in the Supreme Court
the State of New York, alleging breach of contract other related claims due to Shire’s failurdiltathe Companys orders for the gene
Adderall XR® product as required by the parti8gttlement Agreement and License and DistributigneAment, each signed in January 200
November 2010, the case was removed to the U.&idDi€ourt for the Southern District of New York I$hire based on diversity jurisdiction. ~
parties entered into a settlement agreement anchfewas dismissed on February 14, 2013.

Civil Investigative Demand from the FTC

On May 2, 2012, the Company received a Civil Inigedgive Demand (“CID”) from the United States Feaaefrade Commission (“FTQ”
concerning its investigation into the drug SOLODY @& its generic equivalents. According to the Fif€,investigation is to determine whet
Medicis Pharmaceutical Corporation (now a whollyned subsidiary of Valeant Pharmaceuticals Inteonati Inc.), the Company, and six ol
companies have engaged or are engaged in unfailrodsetf competition in or affecting commerce by dijtering into agreements regarc
SOLODYN® or its generic equivalents and/or (ii) egig in other conduct regarding the sale or margedtf SOLODYN® or its generi
equivalents. The Company is cooperating with th€ KT producing documents and information in respatasthe CID. To the knowledge of
Company no proceedings have been initiated agdies€Company to date, however no assurance carvbe gs to the timing or outcome of
investigation.

Endo Pharmaceuticals, Inc. v. Hamburg, et al.

On November 30, 2012, Endo Pharmaceuticals, IEndb") filed an action against the FDA in the Uditstates District Court for tl
District of Columbia seeking an injunction from tBéstrict Court to force the FDA to make a deteration regarding Ende’ Citizen Petition ¢
Opana® ER and/or to suspend the Company’s appofvitd ANDA for a generic version of the originap@na®ER pending the FDA decision.
its Citizen Petition, Endo sought a ruling from tHBA that Endo’s original formulation of Opand®R was withdrawn from marketing for reas
relating to safety, that no generic versions of @@ ER should be approved, and that for any apprgeseric versions of Opand®R, including
the Companys product, that approval be suspended. The Comipderwened in the District Court case on Deceme2012. The Court helc
hearing on Endo’s motion for a preliminary injulnctiand the FDA’s and the Company’s crasstions to dismiss on December 19, 2012
December 19, 2012, the Court denied Endo’s mot@naf preliminary injunction and granted the FDARdathe Company’s crossetions t
dismiss.
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20. SUBSEQUENT EVENTS
Amended and Restated Shire License and Distribétggeemen

On February 7, 2013, the Company entered into aerded and Restated License and Distribution Agreemigh Shire (the Amende«
and Restated Shire Agreementijhich amended and restated the License and DitiibAgreement between the parties dated as ofalgra006
as amended (the “Prior Shire AgreemeniThe Amended and Restated Shire Agreement was dnitgie by the parties in connection with
settlement of the Company’s pending litigation w8hire relating to Shire’ supply of the AG Product to the Company underRher Shirt
Agreement. The Amended and Restated Shire Agreepnevides for Shire to supply the AG Product aadthe Company to market and sell
AG Product subject to the terms and conditionsattieuntil the earlier of (i) the first commercialle of the Compang’ generic equivalent prodi
to Adderall XR® and (ii) September 30, 2014 (theiply Term”),subject to certain continuing obligations of thetigs upon expiration or ea
termination of the Supply Term, including Shieajbligation to deliver AG Products still owed t®tCompany as of the end of the Supply T
The Company is required to pay a profit share toeSin sales of the AG Product.
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21. SUPPLEMENTARY FINANCIAL INFORMATION (unaudited)
Selected financial information for the quarterlyipds noted is as follows:

2012 Quarters Ended:

(in $000’s except shares and per share amounts) March 31 June 30 September 3( December 31
Revenue:
Global Product sales, gross $ 185,67. $ 223,44¢ % 178,62¢ $ 177,83(

Less:

Chargebacks 39,15¢ 50,67( 47,36¢ 59,46(
Rebates 20,58¢ 26,847 24,28t 22,99:
Product Returns (329 94¢ 304 (1,730
Other credits 10,04¢ 18,55: 7,212 17,33¢
Global Product sales, net 116,21: 126,43: 99,46: 79,77
Rx Partner 2,97¢ 2,46¢€ (792) 1,79:¢
Research Partner 3,38t 3,38¢ 99¢€ 99t
OTC Partner 691 78% 762 9,36¢
Global Division revenues, net 123,26! 133,06! 100,42¢ 91,92/
Impax Product sales, gross - 40,81¢ 63,90¢ 65,14
Less:

Chargebacks - 4,44¢ 8,30¢ 44
Rebates - 3,71« 5,117 7,55¢
Product Returns - 87¢ 1,37¢ 1,55¢
Other credits - 3,68 5,78t 9,28t

Impax Product sales, net - 28,09/ 43,32¢ 46,69¢
Rx Partner 1,43¢ 1,431 1,50C 2,12¢

Research Partner 33C 32¢ 33C 33C

Promotional Partner 3,53t 3,53¢ -- --
Impax Division revenues, net 5,30:% 33,39t 45,15¢ 49,15
Total revenues 128,56¢ 166,46( 145,58 141,07
Gross profit 62,55: 77,82: 78,027 64,15:
Net income $ 12,36 $ 18,67 $ 20,037 $ 4,79¢
Net income per share (bas $ 0.1¢ $ 0.2¢ $ 03C $ 0.07
Net income per share (dilute $ 0.1 $ 027 $ 0.2¢ $ 0.07

Weighted Average: common shares outstanding:
Basic 65,122,24 65,482,70 65,797,72 66,217,42
Diluted 67,907,26 67,954,57 68,366,384 68,419,88

Quarterly computations of net income per share antsoare made independently for each quarterly teygpperiod, and the sum of the per
share amounts for the quarterly reporting periodg not equal the per share amounts for the yedate-reporting period.
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21. SUPPLEMENTARY FINANCIAL INFORMATION (unaudited) (continued)
Selected financial information for the quarterlyipds noted is as follows:

2011 Quarters Ended:

(in $000’s except shares and per share amounts) March 31 June 30 September 3( December 31
Revenue:
Global Product sales, gross $ 151,83 $ 181,97 $ 169,51¢ $ 225,12.
Less:
Chargebacks 35,21¢ 39,39t 39,69( 52,20
Rebates 12,70¢ 17,39: 18,01 21,05¢
Product Returns 2,70¢€ 1,79¢ 552 (4,369
Other credits 8,86: 12,26 13,60: 13,53¢
Global Product sales, net 92,33¢ 111,12¢ 97,66 142,69:
Rx Partner 2,682 4,86¢ 12,62: 6,164
Research Partner 6,38t 3,38¢ 3,38t 3,38¢
OTC Partner 1,94: 1,18¢ 87¢ 1,01t
Global Division revenues, net 103,34 120,55¢ 114,54¢ 153,25
Rx Partner 1,43¢ 1,43 1,43¢ 1,437
Research Partner 33C 32¢ 33C 33C
Promotional Partner 3,53¢ 3,53¢ 3,53¢ 3,53t
Impax Division revenues, net 5,30 5,301 5,30 5,30:
Total revenues 108,65: 125,86( 119,84¢ 158,55¢
Gross profit 58,531 59,70: 62,65¢ 77,40:
Net income $ 13,86: $ 12,55( $ 17,22(  $ 21,86:
Net income per share (bas $ 02z $ 02C $ 027 $ 0.34
Net income per share (dilute $ 0.21 $ 0.1¢ $ 0.2¢ $ 0.3

Weighted Average: common shares outstanding:
Basic 63,390,52 64,024,48 64,387,41 64,687,75
Diluted 67,044,26 67,654,04 66,986,75 67,029,40

Quarterly computations of net income per share antsoare made independently for each quarterly tieypperiod, and the sum of the
share amounts for the quarterly reporting periodsg not equal the per share amounts for the yedatereporting period.

The Company recorded a reduction to its reserveroduct returns of $5.7 million in the fourth gtearof 2011 based upon actual prescription
related to its generic Adderall XR@roducts. Additionally, the Company recorded a otida to its reserve for product returns of $2.0Uiom in the
fourth quarter of 2011 related to all Global Praduether than its generic Adderall XR®@oducts as a result of continued improvement a
Company’s historical experience of actual retuedits processed.
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21. SUPPLEMENTARY FINANCIAL INFORMATION (unaudited) (continued)

The table below presents a comparison of certaisaalated statement of operations financial répgrtaptions under the pesnendmer
and post-amendment accounting principles of ASGBD%or each of the three months ended March 31020dne 30, 2010, September 30, 2
and December 31, 2010 and for the year ended Daed3ibh 2010, as follows:

Twelve
Months
Three Months Ended: Ended
September
March 31, June 30, 30, December 31 December 31
(in $000’s except per share amounts) 2010 2010 2010 2010 2010
RX Partner revenue
Pre-amendment principles $ 4,90: $ 580: $ 592: $ 562t $ 22,25¢
Change (802) 407 437 (1,85%) 1,81z
Post-amendment principles $ 4101 $ 6,20¢ $ 6,35¢ $ 3,77 $ 20,44:
Cost of revenues
Pre-amendment principles $ 79,57¢ $ 68,89: $ 47,99¢ $ 48,49¢ $ 244,96
Change 282 1,10¢ (302) 15¢ 1,247
Post-amendment principles $ 79,85¢ $ 69,99¢ $ 47,69¢ $ 48,657 $ 246,20°
Income before income taxes
Pre-amendment principles $ 210,99° $ 49,43t $ 21,88 $ 11,827 $ 294,14(
Change (1,08¢) (697) 73¢ (2,019 (3,05¢
Post-amendment principles $ 209,91 $ 48,74. % 22,62. % 9,80¢ $ 291,08
Net income
Pre-amendment principles $ 131,48! $ 31,34t $ 13,90¢ $ 7,51t $ 184,25t
Change (689) (443%) 47C (1,280 (1,94
Post-amendment principles $ 130,79¢ $ 30,90 $ 14,37¢  $ 6,23t $ 182,31
Earnings per shatieasic
Pre-amendment principles $ 2.1 $ 051 $ 02z $ 01z $ 2.97
Change (0.029) (0.09) 0.01 (0.02 (0.0z
Post-amendment principles $ 214 % 05C $ 02: % 0.1C $ 2.9¢

Refer to “Note 12 —Alliance and Collaboration Agrents” for more information regarding the accounfior the Teva Agreement.
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SCHEDULE II, VALUATION AND QUALIFYING ACCOUNTS

For the Year Ended December 31, 2010
(in $000’s)

Column A Column B Column C Column D Column E
Balance at Charge to Charge to Balance at
Beginning of Costs and Other End of
Description Period Expenses Accounts Deductions Period
Reserve for bad debts 372 277 — (110 53¢
For the Year Ended December 31, 2011
(in $000’s)
Column A Column B Column C Column D Column E
Balance at Charge to Charge to Balance at
Beginning of Costs and Other End of
Description Period Expenses Accounts Deductions Period
Reserve for bad debts 53¢ 162 — (90 612
For the Year Ended December 31, 2012
(in $000’s)
Column A Column B Column C Column D Column E
Balance at Charge to Charge to Balance at
Beginning of Costs and Other End of
Description Period Expenses Accounts Deductions Period
Reserve for bad debts 612 — — (59 558
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredalp authorized.

IMPAX LABORATORIES, INC.

By: / s/ Larry Hsu, Ph.D.

Name: Larry Hsu, Ph.
Title: President and Chief Executive Offi(

Date: February 26, 2013

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed beélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date
/s/Larry Hsu, Ph.D President, Chief Executive Officer February 26,201
Larry Hsu, Ph.C (Principal Executive Officer) and Direct
/s/Bryan M. Reasons Senior Vice President, Finance, and February 26320
Bryan M. Reason Chief Financial Officer (Principal Financial and derinting Officer)
/s/Robert L. Burr Chairman of the Board February 26, 2013

Robert L. Burr

/sl Leslie Z. Benet, Ph.L Director February 26, 2013
Le slie Z. Benet, Ph.D.

/sl Allen Chao, Ph.D Director February 26, 2013
Allen Chao, Ph.D.

/s/Nigel Ten Fleming, Ph.C Director February 26, 2013
Nigel Ten Fleming, Ph.C

/s/ Michael Markbreite Director February 26, 2013
Michael Markbreiter

/s/ Peter R. Terrel Director February 26, 2013
Peter R. Terreri
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EXHIBIT INDEX

Exhibit Description of Document

No.

3.1.1 Restated Certificate of Incorporation, dated Aug@st2004.(1)

3.1.2 Certificate of Designation of Series A Junior Rapating Preferred Stock, as filed with the Secyetd State of Delaware on Janu
21, 2009.(2)

3.2 Amended and Restated bylaws, effective as of AugBis012.(3)

4.1 Specimen of Common Stock Certificate.(4)

4.2 Preferred Stock Rights Agreement, dated as of Jwriita 2009, by and between the Company and StagisTinc., as Rights Agent.
&)

10.1 Credit Agreement, dated as of February 11, 201lardmy among the Company, the Guarantors named tihehei Lenders nam

therein and Wells Fargo Bank, National AssociatamAdministrative Agent.**(5)

10.1.1 Amendment dated as of March 19, 2012 to the Crkglieement, dated as of February 11, 2011, by arnshgrnthe Company, tl
Guarantors named therein, the Lenders named thendifwells Fargo Bank, National Association as Adstiative Agent.(6)

10.1.2 Second Amendment to Credit Agreement dated asrafaig 10, 2013 to the Credit Agreement, dated asebfuary 11, 2011,
amended, by and among the Company, the Guarareonechtherein, the Lenders named therein and WaligoFBank, Nation
Association, as Administrative Agent.(7)

10.2 Security Agreement, dated as of February 11, 2b¢Bnd among the Company, the Guarantors nameeirthéne Lenders nam
therein and Wells Fargo Bank, National AssociatamAdministrative Agent.(5)

10.3.1 Impax Laboratories Inc. 1999 Equity Incentive Pi8).

10.3.2 Form of Stock Option Grant under the Impax Labaies) Inc. 1999 Equity Incentive Plan.*(8)

10.4 Impax Laboratories Inc. 2001 Non-Qualified Employeck Purchase Plan.*(4)

105.1 Impax Laboratories Inc. Amended and Restated 2@Qgt¥EIncentive Plan.*(9)

10.5.2 Form of Stock Option Grant under the Impax Labaiat Inc. Amended and Restated 2002 Equity IngerRian.*(8)

10.5.3 Form of Stock Bonus Agreement under the Impax Latooies, Inc. Amended and Restated 2002 Equitynithe Plan.*(8)

10.6 Impax Laboratories Inc. Executive N@ualified Deferred Compensation Plan, amended esidited effective January 1, 2008.*(
10.6.1 Amendment to Impax Laboratories Inc. Executive Ngunlified Deferred Compensation Plan, effectivefasanuary 1, 2009.* (10)
10.7 Employment Agreement, dated as of January 1, 2@dtyeen the Company and Larry Hsu, Ph.D.*(11)

10.8.1 Employment Agreement, dated as of January 1, 2@dtyeen the Company and Charles V. Hildenbrand)*(11

10.8.2 Confidential Separation and Release Agreement aeted July 5, 2011, between the Company and Ghtrlélildenbrand.*(12)
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Exhibit
No.

Description of Document

10.9.1

10.9.2

10.10

10.11.1

10.11.2

10.11.3

10.12.1

10.12.2

10.13.1

10.13.2

10.14

10.15.1

10.15.2

10.16.1

10.16.2

10.16.3

10.17.1

10.17.2

10.18

Employment Agreement, dated as of January 1, 208tQeen the Company and Arthur A. Koch, Jr.*(11)
General Release and Waiver, effective as of July2@T2, by and between the Company and Arthur AhKdr.* (13)
Employment Agreement, dated as of January 1, 2@dtyeen the Company and Michael J. Nestor.*(11)

Offer of Employment Letter, effective as of Januar009, between the Company and Christopher Meri(f)
Employment Agreement, dated as of January 1, 2t8tyeen the Company and Christopher Mengler, R(Ph).*

Separation Agreement and General Release, dateth&ct9, 2010, by and between the Company andtGbhisr Mengler, R.Ph.*
(14)

Offer of Employment Letter, dated as of March 1012, between the Company and Mark A. Schlossberg)*(
Employment Agreement, dated as of May 2, 2011 batwwke Company and Mark A. Schlossberg.*(15)

Offer of Employment Letter, dated as of August4®11, between the Company and Carole Ben-Maimo@)*(1
Employment Agreement, dated as of November 7, 20dtlyeen the Company and Carole-Ben-Maimon.*(17)
Employment Agreement, dated as of December 12,,281@nd between the Company and Bryan M. Reagds3.*
License and Distribution Agreement, dated as ofidan19, 2006, between the Company and Shire LLT9}

Amendment dated as of March 1, 2010 to the Licears@ Distribution Agreement, dated as of January 2086, between tl
Company and Shire LLC.(15)

Joint Development Agreement, dated as of NovembgR@08, between the Company and Medicis Pharmiaeé@orporation.**(5;
Settlement Agreement dated as of January 21, 29&hd between the Company and Medicis Pharmaceé@az@aoration.***

First Amendment dated as of January 26, 2011 taldie Development Agreement, dated as of Nover2ber2008, between t
Company and Medicis Pharmaceutical Corporation.(15)

License, Development and Commercialization Agredneiated as of December 15, 2010, by and betwee€tdmpany and Gla
Group Limited.**(20)

First Amendment dated as of December 23, 2011 ¢olLibense, Development and Commercialization Age@mdated as
December 15, 2010, by and between the Company ke Group Limited.**(15)

Supply Agreement, dated as of December 15, 2018nkybetween the Company and Glaxo Group Limitg@dG¥
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Exhibit
No.

Description of Document

10.19

111

211

23.1

23.2

311

31.2

32.1

32.2

101

Distribution, License, Development and Supply Agneet, dated as of January 31, 2012, by and betwlserCompany ar
AstraZeneca UK Limited.**(21)

Statement re computation of per share earningrfocated by reference to Note 16 to the Notes ¢msGlidated Financi
Statements in this Annual Report on Form 10-K).

Subsidiaries of the registrant.

Consent of Grant Thornton LLP.

Consent of KPMG LLP.

Certification of the Chief Executive Officer Purstiao Section 302 of the Sarbanes -Oxley Act of200
Certification of the Chief Financial Officer Pursuido Section 302 of the Sarbanes-Oxley Act of 2002

Certification of the Chief Executive Officer Purstido 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of the Sarbanes-
Oxley Act of 2002.

Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted PursumBettion 906 of the Sarbanes-
Oxley Act of 2002.

The following materials from the Company’s Annuaé@®rt on Form 10 for the year ended December 31, 2012, formath
XBRL (eXtensible Business Reporting Language): Gdnsolidated Balance Sheets as of December 31, 20d22011, (ii
Consolidated Statements of Operations for eachhefthree years in the period ended December 312, 2@f) Consolidate
Statements of Comprehensive Income for each ofthhee years in the period ended December 31, 200, Consolidate
Statements of Changes in Stockholders’ Equity &mheof the three years in the period ended DeceBihe?012,(v) Consolidate
Statements of Cash Flows for each of the threesyiaahe period ended December 31, 2012 and (vig¢Nmw Consolidated Financ
Statements for each of the three years in the gpernoled December 31, 2012.

* Management contract, compensatory plan or gearent.

** Confidential treatment granted for certain fions of this exhibit pursuant to Rule 22hinder the Securities Exchange Act of 1934, andet
(the “Exchange Act”), which portions are omittedidited separately with the SEC.

***Confidential treatment requested for certain pons of this exhibit pursuant to Rule 22hbinder the Exchange Act, which portions are ol
and filed separately with the SEC.

T Pursuant to Rule 406T of RegulationTSthe Interactive Data Files in Exhibit 101 herate deemed not filed or part of a registratiotestent o
prospectus for purposes of Sections 11 or 12 ofStheurities Act of 1933, as amended, are deemefdiledtfor purposes of Section 18 of
Exchange Act and otherwise are not subject tolifghinder those sections.

(1) Incorporated by reference to Amendment No. théoCompany’s Registration Statement on Forml&@ fin December 23, 2008.

(2) Incorporated by reference to the Company’s €hirReport on Form 8-K filed on January 22, 2009.

(3) Incorporated by reference to the Company’s €nirReport on Form 8-K filed on August 28, 2012.

(4) Incorporated by reference to the Company’s &egfion Statement on Form 10 filed on October2008.

(5) Incorporated by reference to the Company’s @uigrReport on Form 10-Q for the quarter endeddid@1, 2011.

(6) Incorporated by reference to the Company’s @uigrReport on Form 10-Q for the quarter endeddiid@1, 2012.

(7) Incorporated by reference to the Company’s €hirReport on Form 8-K filed on January 10, 2013.

(8) Incorporated by reference to the Company’s AahiReport on Form 10-K for the year ended Decer3the2008.
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(9) Incorporated by reference to the Company’s idifie Proxy Statement on Schedule 14A filed oniApt, 2010.
(10) Incorporated by reference to the Company’srt@dst Report on Form 10-Q for the quarter endeddi881, 2010.
(11) Incorporated by reference to the Company’sé@urReport on Form 8-K filed on January 14, 2010.

(12) Incorporated by reference to the Company’sé&@urReport on Form 8-K filed on July 11, 2011.

(13) Incorporated by reference to the Company’sé&@urReport on Form 8-K filed on July 18, 2012.

(14) Incorporated by reference to the Company’'sé@urReport on Form 8-K filed on October 22, 2010.

(15) Incorporated by reference to the Company’suahiReport on Form 10-K for the year ended DecerBhep011.
(16) Incorporated by reference to the Company’srt@dst Report on Form 10-Q for the quarter endept&aber 30, 2011.
(17) Incorporated by reference to the Company’s@urReport on Form 8-K filed on November 9, 2011.

(18) Incorporated by reference to the Company’sé&irReport on Form 8-K filed on December 13, 2012.

(19) Incorporated by reference to the Company’suahiReport on Form 10-K for the year ended DecerlheP009.
(20) Incorporated by reference to the Company’suahiReport on Form 10-K for the year ended DecerBle010.
(21) Incorporated by reference to the Company’sé&@urReport on Form 8-K/A filed on April 2, 2012.
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Exhibit 10.16.Z

[***] Certain information in this document has beemitted and filed separately with the Securitied BExchange Commission. Confidential
treatment has been requested with respect to titeedmortions. portions.

SETTLEMENT AGREEMENT

This Settlement Agreement (the “Agreement”) is made entered into as of January 21, 2011 (the [&8e¢int Date”), by and between
Impax Laboratories, Inc., a Delaware corporatitimax”) and Medicis Pharmaceutical Corp., a Deleaveorporation (“Medicis”). Impax and
Medicis are each referred to as a “Party” and ctillely referred to as the “Parties.”

RECITALS
WHEREAS, Impax has asserted various claims and causesiofiagainst Medicis in an action captioned Impakdratories, Inc. v.

Medicis Pharmaceutical CorpCase No. cv 2010-022735 (the “Litigation”), whishpending in the Superior Court of Maricopa Cgu#trizona
(the “Court™);

WHEREAS, Medicis has asserted various counterclaims andesaafsaction against Impax in the Litigation;
WHEREAS, Medicis and Impax both deny any wrongdoing or liahi

WHEREAS, to avoid the expense of further litigation, andhwiit any admission of wrongdoing or liability, tRarties desire to settle the
Litigation on the terms set forth herein.

NOW, THEREFORE, in consideration of the foregoing, of the mutualewmants and promises set forth herein, and for gtbed and
valuable consideration, the receipt and sufficiesicyhich are hereby acknowledged, the Partiesniting to be legally bound, agree as follows:

1. Dismissal Order. [***], the Parties shall file a notice of setthent with the Court. [***], the Parties shall filgith the Court a
Stipulation and Order, in the form attached as Bikt, dismissing the Litigation with prejudice, thieach side to bear its own costs and attorneys
fees.

2 [**4]
3 [**4]
4, No Liability . [***].
5. Amendments.
5.1 That certain Joint Development Agreetrentered into between the Parties and datedrivmse26, 2008 (as amended, the

“JDA") is hereby amended by replacing the firstteeige of Section 6.3 of the JDA with the followisgntence:

“Subject to the terms and conditions of this Agreamwithin sixty (60) days following the end ofcbecalendar quarter, Impax
shall pay to Medicis [***].”




5.2 The Joint Development Agreement ieby further amended by replacing the first sergesfcSection 6.4 of the JDA with the
following sentence:

“Subject to the terms and conditions of this AgreamMedicis shall pay to Impax [***].”

5.3 The Joint Development Agreement ieby further amended by replacing the first sergesfcSection 6.5 of the JDA with the
following sentence:

“Subject to the terms and conditions of this AgreamMedicis shall pay to Impax [***].”

6. Confidentiality . The Parties agree that, except as otherwisebmagquired by applicable laws, regulations, rolesrders, no
information concerning this Agreement shall be maulelic by either Party without the prior writteartsent of the other.

7. No Prior Transfer . The Parties hereby mutually represent and wathan there has been no assignment, sale or wéresfer or
disposition of any interest in any of the Claims.

8. Due Authorization . The Parties represent and warrant that the ishais signing this Agreement on their behalf ary dwuthorized an
fully competent to do so.

9. Assignment, Predecessors, Successors and Assigrigis Agreement shall be binding upon and simaité to the benefit of the Parties
and their respective successors and assigns.

10. Construction . The Parties hereby mutually acknowledge andesgmt that they have been fully advised by thepeetive legal couns
of their rights and responsibilities under this dgment, that they have read, know and understangletely the contents of this Agreement, and
that they have voluntarily executed the same. Hémties further mutually acknowledge that they Haa input into the drafting of this Agreement
and that, accordingly, in any construction to belenaf the Agreement, it shall not be construedfagainst any party, but rather shall be given a
fair and reasonable interpretation, based on thie fAnguage of the Agreement and the expressedtiof the Parties.

11. Entire Agreement. The Parties acknowledge that this Agreementfedts the entire agreement and understandingeoPtirties and
supersedes all prior written or oral agreementmaierstandings with respect to the subject magerdi. No modification of any of the terms of
this Agreement, or any amendments thereto, shalkkeened to be valid unless in writing and signedibyauthorized agent or representative of |
parties hereto. No course of dealing or usageadktshall be used to modify the terms and conditieerein. This Agreement shall be binding on
each of Impax and Medicis and their respective jfezthsuccessors and assigns. Except as expsetdigrth herein, the License Agreement and
JDA shall remain in full force and effect in accande with their respective terms.

12. Counterparts . This Agreement may be executed in two or morentarparts, each of which shall be deemed an adigiut all of whicl
together shall constitute one and the same insttimiEhe Parties agree that telecopied or PDF sagfisignatures will be sufficient, with original
signature pages to be supplied and exchangedtdradate.




13. Governing Law . In any action brought regarding the validity, stvaction and enforcement of this Agreement, itldf@governed in all
respects by the laws of the State of Arizona, witlregard to the principles of conflicts of lawBhe federal and state courts in the State of Adzon
shall have jurisdiction over the parties heretalimatters arising hereunder and the parties bergtee that the venue with respect to such matters
will be a state or federal court in the State ozéna.

14. Waiver of Claims and Defenses The Parties agree that this Agreement shalbeaubject to any claim of duress, mistake of law o
mistake of fact, and that it expresses the full eoiplete settlement of the Parties.

IN WITNESS WHEREOF , the Parties have fully executed and deliveres $idttlement Agreement as of the day and yeamiiten above.

IMPAX LABORATORIES, INC.
By: /s/ Larry Hsu

NamelLarry Hsu

Title: President & CEC

MEDICIS PHARMACEUTICAL CORP.
By: /s/ Richard D. Peterso
NameRichard D. Petersol

Title: EVP, CFO & Treasure




Exhibit A

Patricia Lee Refo (#017032)
Kelly Kszywienski (#025578)
Snell & Wilmer LLP

400 E. Van Buren

Phoenix, AZ 85004-2202
Telephone: (602) 382-6290
Facsimile: (602) 382-6070
prefo@swlaw.com
kkszywienski@swlaw.com

Of Counsel:

Andrew M. Berdon (NY Bar No. 2214138)
Quinn Emmanuel Urquhart & Sullivan, LLP
51 Madison Avenue, 22nd Floor

New York, New York 1001

Telephone: (212) 849-7000

Email: andrew.berdon@quinnemanuel.com

Thomas C. Frongillo (Mass. Bar No. 180690)
Weil, Gotshal & Manges LLP

100 Federal Street, Floor 34

Boston, MA 02110

Telephone: (617) 772-8335

Email: thomas.frongillo@weil.com

Danielle Rosenthal

Weil, Gotshal & Manges LLP

767 Fifth Avenue

New York, NY 10152

Telephone: (212) 310-8000
Facsimile: (212) 310-8007

Email: danielle.rosenthal@weil.com

Attorneys for Defendant Medicis Pharmaceutical Corp

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA

Impax Laboratories, Inc., No. CV 201(-022735
Plaintiff, STIPULATION FOR DISMISSAL
V. WITH PREJUDICE
Medicis Pharmaceutical Corp., (Assigned to the Honorable John A.
Buttrick)
Defendant.




Plaintiff Impax Laboratories, Inc. and Defendantdibés Pharmaceutical Corp., by and through counséersigned, stipulate and agree
that this matter shall be dismissed with prejudéagh party to bear its own costs and attornegs.fe

DATED this ___ day of January 2011.

SNELL & WILMER L.L.P. MARISCAL, WEEKS, MCINTYRE &
FRIEDLANDER, P.A.
By /s/Patricia Lee Refo
Patricia Lee Refo

Kelly A. Kszywienski By /s/David G. Bray (with permission)
One Arizona Center Timothy J. Thomason

400 E. Van Buren David G. Bray

Phoenix, AZ 85004-2202 2901 North Central Avenue, Suite 200
Attorneys for Defendant Phoenix, Arizona 85012-2705

Attorney for Plaintiff

MAILED this day of January 2011 to:

Thomas J. Thomason

David G. Bray

Mariscal, Weeks, Mclintyre & Friedlander PA
2901 N. Central #200

Phoenix, Arizona 85012

Susan L. Harriman

Steven P. Ragland

Michael E. Gadeberg

Keker & Van Nest LLP

710 Sansome Street

San Francisco, CA 94111-1704

Attorneys for Plaintiff Impax Laboratories, Inc.




Patricia Lee Refo (#017032)
Kelly Kszywienski (#025578)
Snell & Wilmer LLP

400 E. Van Buren

Phoenix, AZ 85004-2202
Telephone: (602) 382-6290
Facsimile: (602) 382-6070
prefo@swlaw.com
kkszywienski@swlaw.com

Of Counsel:

Andrew M. Berdon (NY Bar No. 2214138)
Quinn Emmanuel Urquhart & Sullivan, LLP
51 Madison Avenue, 22nd Floor

New York, New York 1001(

Telephone: (212) 849-7000

Email: andrew.berdon@quinnemanuel.com

Thomas C. Frongillo (Mass. Bar No. 180690)
Weil, Gotshal & Manges LLP

100 Federal Street, Floor 34

Boston, MA 02110

Telephone: (617) 772-8335

Email: thomas.frongillo@weil.com

Danielle Rosenthal

Weil, Gotshal & Manges LLP

767 Fifth Avenue

New York, NY 10152

Telephone: (212) 310-8000
Facsimile: (212) 310-8007

Email: danielle.rosenthal@weil.com

Attorneys for Defendant Medicis Pharmaceutical Corp
IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

Impax Laboratories, Inc., a Delaware No. CV 201(-022735

corporation,
ORDER FOR DISMISSAL WITH

Plaintiff, PREJUDICE

(Assigned to the Honorable John A. Buttrick)

Medicis Pharmaceutical Corp., a Delaware
corporation,

Defendant.




Pursuant to the parties’ Stipulation for Dismisaéih Prejudice, and good cause appearing,
IT IS HEREBY ORDERED that this action is dismissedts entirety with prejudice, each party to bi#siown costs and attorneys’ fees.

DATED this day of January, 2011.

The Honorable John A. Buttrick
Judge of the Maricopa County Superior Court



IMPAX LABORATORIES, INC.

Subsidiaries of the Registrant as of the date of ihreport:

Name of Subsidiar Jurisdiction of Incorporation or Organization
Impax Laboratories (Taiwan) Inc. Taiwan, RepublicChina

Prohealth Biotech, Inc. Taiwan, Republic of China

ThoRx Laboratories, Inc. California

Impax Laboratories USA, LLC California

Impax International Holdings, Inc. Delaware

Impax Holdings LLC Delaware

Impax Laboratories (Netherlands) C.V. Netherland:

Impax Laboratories (Netherlands) B.V. Netherland:

Exhibit 21.1

Ownership

100%
57.54%
100%
100%
100%
100%
100%

100%



Exhibit 23.1

Consent of Independent Registered Public
Accounting Firm

We have issued our report dated February 25, 20it respect to the consolidated financial stateiand schedule included in the Annual Re
of Impax Laboratories, Inc. and Subsidiaries onnid0K for the year ended December 31, 2012. We herelmgant to the incorporation
reference of said report in the Registration Statenof Impax Laboratories, Inc. and SubsidiariesFonm S-8 (File No. 33358259 effectiv
March 27, 2009 and File No. 333-168584 effectivgésat 6, 2010).

/sl GRANT THORNTON LLP
Philadelphia, Pennsylvania

February 26, 2013



Exhibit 23.2
Consent of Independent Registered Public Accountingirm

The Board of Directors
Impax Laboratories, Inc.:

We consent to the incorporation by reference inRbgistration Statements on Form S-8 (No. 333-28&hd 333t68584) of Impax Laboratorie
Inc. of our reports dated February 26, 2013, wetspect to the consolidated balance sheets of Ilglaaratories, Inc. as of December 31, 2012
2011, and the related consolidated statementsarfiipns, comprehensive income, changes in stod&relequity, and cash flows, for each of
years in the tworear period ended December 31, 2012, and the defatancial statement schedule, and the effectiserd internal control ov
financial reporting as of December 31, 2012, whigborts appear in the December 31, 2012 annuaitrepd-orm 10K of Impax Laboratories, In

/s/ KPMG LLP

Philadelphia, Pennsylvania
February 26, 2013



Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Larry Hsu, certify that:
1. | have reviewed this Annual Report on FofrKlfor the fiscal year ended December 31, 201@ngfax Laboratories, Inc.;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this refpcdfairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtifi@ periods presented in this report;

4. The registrarg’other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatettnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneyzh

b. Designed such internal control over financial réipgr; or caused such internal control over finahoiporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

c. Evaluated the effectiveness of the registsattisclosure controls and procedures and preséntéds report our conclusions ab
the effectiveness of the disclosure controls aratquiures, as of the end of the period covered isyréport based on st
evaluation; and

d. Disclosed in this report any change in thgistrant’s internal control over financial repogithat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbmg that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrarg’other certifying officer and | have disclosedsdzon our most recent evaluation of internal @miver financial reportini
to the registrant’s auditors and the audit commitiEthe registrant’s board of directors (or pessperforming the equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and refisancial information; and

b. Any fraud, whether or not material, thatalmes management or other employees who have #isagn role in the registrarg
internal control over financial reporting.

Date: February 26, 201 By: /s/ Larry Hsu, Ph.D.

Larry Hsu, Ph.D.
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Bryan M. Reasons, certify that:
1. | have reviewed this Annual Report on FofrKlfor the fiscal year ended December 31, 201@ngfax Laboratories, Inc.;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this refpcdfairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtifi@ periods presented in this report;

4. The registrarg’other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatettnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneyzh

b. Designed such internal control over financial réipgr; or caused such internal control over finahoiporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

c. Evaluated the effectiveness of the registsattisclosure controls and procedures and preséntéds report our conclusions ab
the effectiveness of the disclosure controls aratquiures, as of the end of the period covered isyréport based on st
evaluation; and

d. Disclosed in this report any change in thgistrant’s internal control over financial repogithat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbmg that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrarg’other certifying officer and | have disclosedsdzon our most recent evaluation of internal @miver financial reportini
to the registrant’s auditors and the audit commitiEthe registrant’s board of directors (or pessperforming the equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and refisancial information; and

b. Any fraud, whether or not material, thatdlmes management or other employees who have Hisagnt role in the registrarg’

internal control over financial reporting.

Date: February 26, 201 By: /s/ Bryan M. Reasons
Bryan M. Reasons
Senior Vice President, Finance, and
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 104#Kmpax Laboratories, Inc. (the “Companydr the fiscal year ended December
2012 (the “Report”), Larry Hsu, President and Clidgecutive Officer, hereby certifies, pursuant tt®n 906 of the Sarban&s<ey Act of 200:
(Section 1350 of Chapter 63 of Title 18 of the lgdiStates Code), that:

Q) the Report fully complies with the requirementsSefction 13(a) or 15(d), as applicable, of the StgesrExchange Act of 193
and

(2 the information contained in the Report fairly mmets, in all material respects, the financial ctadiand results of operations
the Company.

Date: February 26, 201 By: /s/ Larry Hsu, Ph.D.

Larry Hsu, Ph.D.
President and Chief Executive Officer

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarba@adey Act of 2002 (Section 1350 of Chaptel
of Title 18 of the United States Code) and is reh filed as part of the Report or as a separiatdadure document .



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 104Kmpax Laboratories, Inc. (the “Companyfdr the fiscal year ended December
2012 (the “Report”)Bryan M. Reasons., Senior Vice President, Finaace,Chief Financial Officer, hereby certifies, puast to Section 906 of t
Sarbanes-Oxley Act of 2002 (Section 1350 of Chapseof Title 18 of the United States Code), that:

3) the Report fully complies with the requirementsSefction 13(a) or 15(d), as applicable, of the StgesrExchange Act of 193
and

4 the information contained in the Report fairly mmets, in all material respects, the financial ctadiand results of operations
the Company.

Date: February 26, 201 By: /s/ Bryan M. Reasons

Bryan M. Reasons
Senior Vice President, Finance, and
Chief Financial Officer

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarba@adey Act of 2002 (Section 1350 of Chaptel
of Title 18 of the United States Code) and is rehp filed as part of the Report or as a sepaiiatdadure document.



