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

Form 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period endbthrch 31, 2013
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from o t

Commission file number: 001-34263

Impax Laboratories, Inc.

(Exact name of registrant as specified in its cbgrt

Delaware 65-0403311
(State or other jurisdiction of incorporation orgeanization) (I.LR.S. Employer Identification No.)
30831 Huntwood Avenue, Hayward, CA 94544
(Address of principal executive offices) (Zip Code)

(510) 24(-6000
( Registrant’s telephone number, including area cpde

Not Applicable
( Former name, former address and former fiscal ydathanged since last repart

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastags.

Yes NoO

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&$ No[O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fildx] Accelerated fileid
Non-accelerated fileld (Do not check if a smaller reporting company) maller reporting compania

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
Yes O Nolx]

As of April 26, 2013, there were 68,477,096 shaifabe registrant’s common stock outstanding.




Iltem 1:

Impax Laboratories, Inc.

INDEX

PART I: FINANCIAL INFORMATION

Financial Statements (unaudited)

- Consolidated Balance Sheets as of March 31, aeii3®ecember 31, 2012

- Consolidated Statements of Operations for theetimonths ended March 31, 2013 and 2012

- Consolidated Statements of Comprehensive Incamthé three months ended March 31, 2013 and 2012

- Consolidated Statements of Cash Flows for theetimonths ended March 31, 2013 and 2012

- Notes to Interim Consolidated Financial Staterment

Iltem 2:  Management'’s Discussion and Analysis of Resul®@mpérations and Financial Condition
ltem 3:  Quantitative and Qualitative Disclosures About MarRisk
Item 4:  Controls and Procedures
PART Il: OTHER INFORMATION
Item 1:  Legal Proceedings
Item 1A: Risk Factors
Iltem 2:  Unregistered Sales of Equity Securities and Uderoteeds
Item 3:  Defaults Upon Senior Securities
Item 4:  Mine Safety Disclosures
Iltem 5:  Other Information
ltem 6:  Exhibits
SIGNATURES
EXHIBIT INDEX

42

63

63

64

64

65

66

66

66

67




PART I: FINANCIAL INFORMATION

ITEM 1: FINANCIAL STATEMENTS

(amounts in thousands, except share and per sharatz)

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Other receivabli

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

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 (Note 9)

Stockholders’ equity:

Preferred stock, $0.01 par value, 2,000,000 shargésorized, 0 shares outstanding at March 3

2013 and December 31, 2012

Common stock, $0.01 par value, 90,000,000 shatt®rdred and 68,735,134 and 68,516,251

shares issued at March 31, 2013 and December 22, Bfspectively

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

Accumulated other comprehensive income

Retained earnings
Total stockholders’ equity

Total liabilities and stockholders’ equity

March 31, December 31,
2013 2012
(unaudited)
$ 19757 $ 142,16:
151,43¢ 156,75t
113,60¢ 92,24¢
102,04
82,09( 89,76¢
44,36" 42,52¢
7,80¢ 22,08
698,92 545 54
176,96: 180,75t
43,12¢ 42,75:
21,37: 19,39
40,80¢ 47,95(
27,57 27,57
$ 1,008,77. $ 863,97(
$ 30,587 $ 41,34(
120,61 92,74
22,55: 4,93¢
4.45; 6,271
178,20: 145,29!
7,07 6,36:
25,03¢ 21,21(
210,31¢ 172,86
687 68t
320,12 314,71
(2,157 (2,157
1,747 5,24¢
478,05¢ 372,61
798,45’ 691,10:
$ 1,008,77. $ 863,97(

The accompanying notes are an integral part oktirgsrim consolidated financial statements.






Revenues:
Global Division revenues, net
Impax Division revenues, net
Total revenues
Cost of revenues
Gross profit

Operating expenses:
Research and development
Patent litigation expense
Selling, general and administrative
Total operating expenses
Income from operations

Other income (expense), 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 sharatz)

(unaudited)

Weighted average common shares outstanding:

Basic
Diluted

The accompanying notes are an integral part okthesaudited interim consolidated financial statetsien

Three Months Ended

March 31, March 31,
2013 2012

101,63¢ $ 123,26!
46,85 5,30:
148,48 128,56¢
90,61¢ 66,01t
57,87 62,55¢
19,60¢ 18,81¢
4.27¢ 4,03¢
29,71% 21,23:
53,60( 44,087
4,271 18,46¢

149,45¢ (48)
27€ 25E

(28%) (39)
153,72( 18,63«
48,27¢ 6,26¢
105,44: $ 12,36¢
15¢ % 0.1¢
158 $ 0.1¢
66,487,47 65,122,24
68,178,35 67,907,26




Impax Laboratories, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(amounts in thousands)

(unaudited)
Three Months Ended
March 31, March 31,
2013 2012
Net income $ 105,44: $ 12,36¢
Currency translation adjustments (3,497 1,60¢
Comprehensive income $ 101,94! $ 13,97

The accompanying notes are an integral part ottheaudited interim consolidated financial statetsien




Impax Laboratories, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in thousands)

(unaudited)
Three Months Ended
March 31, March 31,
2013 2012
Cash flows from operating activities:
Net income $ 105,44: $ 12,36
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 12,397 3,73(
Provision for inventory reserves 22,80« 4,09¢
Accretion of interest income on short-term invegitse (15€) (a71)
Deferred income taxes (benefits) (2,800 817
Tax impact related to the exercise of employeekstptions 3 (1,637)
Deferred revenue - 31t
Deferred product manufacturing costs (495)
Recognition of deferred revenue (1,119 (6,067)
Amortization of deferred product manufacturing sost 661
Accrued profit sharing and royalty expense 22,54 25,55t
Payments of profit sharing and royalty expense (4,925 (40,75%)
Share-based compensation expense 4,35¢ 3,80¢
Other receivabl (102,049
Changes in certain assets and liabilities:
Accounts receivable (21,359 34,59(
Inventory (15,130 (7,85%)
Prepaid expenses and other assets 12,56 (3,745
Accounts payable and accrued expenses 22,64¢ (4,159
Other liabilities 2,521 2,661
Net cash provided by operating activities 57,74% 23,73(
Cash flows from investing activities:
Purchase of short-term investments (60,51%) (35,58f)
Maturities of short-term investments 65,99: 126,54¢
Purchases of property, plant and equipment (9,36)) (8,16%)
Payment for product licensing rights --- (25,000
Net cash (used for) provided by investing actigitie (3,889 57,79¢
Cash flows from financing activities:
Tax impact related to the exercise of employeekstptions and restricted stock 3 1,63
Proceeds from exercise of stock options and ESPP 1,55¢ 4,46¢
Net cash provided by financing activities 1,551 6,10(
Net increase in cash and cash equivalents 55,41¢ 87,62¢
Cash and cash equivalents, beginning of period 142,16. 104,41
Cash and cash equivalents, end of period $ 197,57 $ 192,04




Supplemental disclosure of non-cash investing arahting activities:

Three Months Ended

March 31, March 31,
(in $000's) 2013 2012
Cash paid for interest $ 87 $ 1C
Cash paid for income taxes $ 222 $ 1,06¢

Accrued vendor invoices of approximately $4,273,800 $3,872,000 at March 31, 2013 and 2012, reispbgtare excluded from tl
purchase of property, plant, and equipment andh@ge in accounts payable and accrued expensgsediation expense was $4,760,000
$3,356,000 for the three months ended March 313 20@ 2012, respectively.

The accompanying notes are an integral part obthesaudited interim consolidated financial statetsien




NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS  (unaudited)
1. THE COMPANY & BASIS OF PRESENTATION

Impax Laboratories, Inc. (“Impax” or “Company”) &technologysased, specialty pharmaceutical company. The Coynpas tw:
reportable segments, referred to as the “Global rrRheeuticals Division” (“Global Division”) and thélmpax Pharmaceutice
Division” (“Impax Division”).

The Global Division develops, manufactures, selisd distributes generic pharmaceutical productmagmily through four sale
channels: the “Global productsales channel, for generic pharmaceutical presoniproducts the Company sells directly to wholesgllarg
retail drug chains, and others; the “Private Lalsalles channel, for generic pharmaceutical ovecthmter (“OTC")and prescription produc
the Company sells to unrelated third-party custemeno in-turn sell the product to third parties entheir own label; the “Rx Partnegale:
channel, for generic prescription products soladulgh unrelated thirgrarty pharmaceutical entities under their own |lghekuant to allianc
agreements; and the “OTC Partner” sales channel,gémeric pharmaceutical OTC products sold throwagh unrelated thirgharty
pharmaceutical entity under its own label pursuantn alliance agreement. Revenues from the “GlBaducts”sales channel and 1
“Private Label” sales channel are reported underctiption “Global Product sales, net” in “Note 1&upplementary Financial Information.”
The Company also generates revenue from reseadctiemelopment services provided under a joint agrakent agreement with an unrele
third party pharmaceutical company, and reporth sevenue under the caption “Other Revenues” intéNt8 —Supplementary Financ
Information.” The Company provides these services through trearels and development group in the Global Divisieavenues from ti
“OTC Partner” sales channel are also reported uthdecaption “Other Revenues” in “Note 18 — Supmatary Financial Information.”

The Impax Division is engaged in the developmenprofprietary brand pharmaceutical products thatGbepany believes repres
improvements to already-approved pharmaceuticalyms addressing central nervous system (“CNi&9rders. The Impax Division currer
has one internally developed late stage brandedmateutical product candidate, RYTARY™ (IPX066), axtended release caps
formulation of carbidopa-levodopa for the symptaomateatment of Parkinson’s disease, for which Keav Drug Application (“NDA”) was
accepted for filing by the U.S. Food and Drug Adistiration (“FDA”) in February 2012 and for which the Company recei@edomplet
Response Letter from the FDA in January 2013. Then@any is currently working with the FDA on the apriate next steps for t
RYTARY™ NDA. In addition to RYTARY™, the Impax Digion has a number of other product candidatesat®tin varying stages
development. The Impax Division is also engagethénsale and distribution of Zomfy(zolmitriptan) products, indicated for the treatmef
migraine headaches, under the terms of a Distaohutiicense, Development and Supply Agreement (Agfeement”)with AstraZeneca U
Limited (“AstraZeneca”) in the United States anctartain U.S. territories. Revenues from ImpaxJdetie&Zomig® products are reported uni
the caption “Impax Product sales, net” in “Note 4&upplementary Financial InformatiorFinally, the Company generates revenue ir
Impax Division from research and development sesvigrovided under a development and license agrdemiin another unrelated thingharty
pharmaceutical company, and reports such revendeer tine caption “Other Revenues” in “Note 18 — Sepntary Financial Information.”

In California, the Company utilizes a combinatidnoaned and leased facilities mainly located in ttayd. The Compang’ primarn
properties in California consist of a leased oftieglding used as the Compagycorporate headquarters, in addition to five priggeit owns
including a research and development center faailitld a manufacturing facility. Additionally, theo@pany leases two facilities in Haywe
utilized for additional research and developmemimiaistrative services, and equipment storage. énnBylvania, the Company own
packaging, warehousing, and distribution centeatied in Philadelphia and leases a facility in Neritaih used for sales and marketi
finance, and administrative personnel, as wellragiging additional warehouse space. Outside thigedrStates, in Taiwan, Republic of Ct
(“R.O.C."), the Company owns a manufacturing fagili

The accompanying unaudited interim consolidatedrfaial statements of the Company, have been préfpased upon United Sta
Securities and Exchange Commission (“SEilgs permitting reduced disclosure for interimipas, and include all adjustments necessat
a fair presentation of statements of operatior&gestents of comprehensive income, statements bof ftmss, and financial condition for t
interim periods shown, including normal recurrinccrals and other items. While certain informatéard disclosures normally includec
financial statements prepared in accordance witbwating principles generally accepted in the Whi¢ates of America (“GAAP have bee
condensed or omitted pursuant to SEC rules andatgpus, the Company believes the disclosures dezjuate to make the informat
presented not misleading. The unaudited interinsclidated financial statements of the Company thelthe accounts of the operating pe
company, Impax Laboratories, Inc., its whollyned subsidiaries, including Impax Laboratorieai{@&n) Inc., Impax Laboratories USA, LI
and Impax Laboratories (Netherlands) BV, and antgdavestment in Prohealth Biotech, Inc. (“Prohkg), in which the Company held
57.54% majority ownership interest at March 31,2l significant intercompany accounts and tranigms have been eliminated.




The unaudited results of operations and cash flawshe interim period are not necessarily indivatof the expected results of
Companys operations for any other interim period or fa thll year ending December 31, 2013. The unadditterim consolidated financ
statements and footnotes should be read in comumetith the consolidated financial statements fowtnotes included in the Compasy’
Annual Report on Form 1K-for the year ended December 31, 2012 as fileth thie SEC, wherein a more complete discussiongoiifggant
accounting policies and certain other informatian be found.

The preparation of financial statements in confoymiith GAAP and the rules and regulations of tleCSequires the use of estims
and assumptions, based on complex judgments coadideasonable, which affect the reported amoundgssets and liabilities and disclos
of contingent assets and contingent liabilitieghat date of the consolidated financial statements the reported amounts of revenues
expenses during the reporting period. The mostifiignt judgments are employed in estimates usedetermining values of tangible ¢
intangible assets, legal contingencies, tax assadstax liabilities, fair value of shalmsed compensation related to equity incentive @s
issued to employees and directors, and estimatzgsinsapplying the Comparsg/revenue recognition policy including those redai® accrue
chargebacks, rebates, product returns, Medicardjddiel, and other government rebate programs, -stetk adjustments, and the timing
amount of deferred and recognized revenue and reefeand amortized product manufacturing costs edldad alliance and collaborati
agreements. Actual results may differ from estadatsults. Certain prior year amounts have beelassified to conform to the current y
presentation.

In the normal course of business, the Companyhgestito loss contingencies, such as legal proogsdind claims arising out of
business, covering a wide range of matters, inoydamong others, patent litigation, and product @mical trial liability. In accordance wi
Financial Accounting Standards Board (“FASB”) Acating Standard Codification (“ASC"Jopic 450, "Contingencies", the Company rec
accrued loss contingencies when it is probablalzliy has been incurred and the amount of logskEareasonably estimated. The Comg
in accordance with FASB ASC Topic 450, does nobgadze gain contingencies until realized.




2. REVENUE RECOGNITION

The Company recognizes revenue when the earningess is complete, which under SEC Staff Accouriintietin No. 104, Topi
No. 13,“Revenue Recognition” (“SAB 104")is when revenue is realized or realizable and eartiere is persuasive evidence a rev
arrangement exists, delivery of goods or serviessdtcurred, the sales price is fixed or deterninamd collectability is reasonably assured.

The Company accounts for revenue arrangementsmittiple deliverables in accordance with FASB ASGpit 60525, revenu
recognition for arrangements with multiple elementdich addresses the determination of whether raangement involving multip
deliverables contains more than one unit of acéognA delivered item within an arrangement is ddased a separate unit of accounting
if 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 ofrrenelative to the delivered item, delivery or perhance of the undeliver
item is considered probable and substantially éncintrol of the vendor.

Under FASB ASC Topic 6035, if both of the criteria above are not met, teeparate accounting for the individual deliveraliteno
appropriate. Revenue recognition for arrangemeiitts multiple deliverables constituting a single tuaf accounting is recognized gener
over the greater of the term of the arrangementher expected period of performance, either on aigittline basis or on a modifi
proportional performance basis.

The Company accounts for milestones related toarebeand development activities in accordance WA$B ASC Topic 60328,
milestone method of revenue recognition. FASB ABfpic 60528 allows for the recognition of consideration, @tis contingent on tl
achievement of a substantive milestone, in itsretytiin the period the milestone is achieved. Aestbne is considered to be substantive
of the following criteria are met: the milestorsecommensurate with either: (1) the performanceired to achieve the milestone, or (2)
enhancement of the value of the delivered itemgltiag from the performance required to achieverttiestone; the milestone relates solel
past performance; and, the milestone is reasomelaitve to all of the deliverables and paymenmtewithin the agreement.

Global Product sales, net, and Impax Product sates:,

Global Product sales, net and Impax Product sales,include revenue recognized related to shipmehtgeneric and brand
pharmaceutical products to the Compangtistomers, primarily drug wholesalers and retalins. Gross sales revenue is recognized atrtte
titte and risk of loss passes to the customer, iwligenerally when product is received by theaustr. Global and Impax Product revenue
may include deductions from the gross sales patead to estimates for chargebacks, rebatesibdistn service fees, returns, shetbck, an
other pricing adjustments. The Company records ssimate for these deductions in the same periodnvwthe revenue is recognized
summary of each of these deductions is as follows:

Chargebacks
The Company has agreements establishing contrietspior certain products with certain indirect tomsers, such as managed ¢

organizations, hospitals and government agencias punchase products from drug wholesalers. Theraonprices are lower than the pri
the customer would otherwise pay to the wholesaled, the price difference is referred to as a aHaagk, which generally takes the form
credit memo issued by the Company to reduce theided gross selling price charged to the wholes&larestimated accrued provision
chargeback deductions is recognized at the tim@rofluct shipment. The primary factors considerecweestimating the provision
chargebacks are the average historical chargelvadks given, the mix of products shipped, andah®unt of inventory on hand at the m
drug wholesalers with whom the Company does businéhe Company also monitors actual chargebackstegt and compares them to
estimated provision for chargebacks to assesetsonableness of the chargeback reserve at eatartyubalance sheet date.

10




2. REVENUE RECOGNITION (continued)

Rebates

The Company maintains various rebate programs igitbustomers in an effort to maintain a competitposition in the marketpla
and to promote sales and customer loyalty. Thetesbgenerally take the form of a credit memo taicedthe invoiced gross selling pi
charged to a customer for products shipped. Amestid accrued provision for rebate deductionsasgeized at the time of product shipm
The primary factors the Company considers whemasitng the provision for rebates are the averagmiical experience of aggregate cre
issued, the mix of products shipped and the histbrelationship of rebates as a percentage of gotess product sales, the contract terms
conditions of the various rebate programs in eféedhe time of shipment, and the amount of inventm hand at the major drug wholess
with whom the Company does business. The Comphayraonitors actual rebates granted and compaess th the estimated provision
rebates to assess the reasonableness of the retatee at each quarterly balance sheet date.

Distribution Service Fees

The Company pays distribution service fees to sdvef its wholesaler customers related to salestofimpax Products. TI
wholesalers are generally obligated to provide @mnpany with periodic outbound sales informationvadl as inventory levels of tl
Companys Impax Products held in their warehouses. Adaditily, the wholesalers have agreed to manage thigbilety of their purchases a
inventory levels within specified days on hand taniAn accrued provision for distribution serviees is recognized at the time products
shipped to wholesalers.

Returns

The Company allows its customers to return prodwgdproved by authorized personnel in writing grtblephone with the lot numk
and expiration date accompanying any request asutii products are returned within six months pooor until twelve months following, tl
products’expiration date. The Company estimates and rezegrin accrued provision for product returns asregmtage of gross sales bz
upon historical experience. The product returemes is estimated using a historical lag periodictvlis the time between when the produ
sold and when it is ultimately returned and estedateturn rates which may be adjusted based oonusassumptions including change
internal policies and procedures, changes in besipeactices, and commercial terms with custontensipetitive position of each prodt
amount of inventory in the wholesaler supply chd#ie, introduction of new products, and changes amket sales information. The Comp
also considers other factors, including significaretrket changes which may impact future expectadrms, and actual product returns.
Company monitors actual returns on a quarterlyshastd may record specific provisions for returnkelieves are not covered by histor
percentages.

ShelfStock Adjustments

Based upon competitive market conditions, the Campaay reduce the selling price of certain Globaidon products. Tt
Company may issue a credit against the sales antountustomer based upon their remaining inventéthe product in question, provic
the customer agrees to continue to make futurehpses of product from the Company. This type stamer credit is referred to as a shell
stock adjustment, which is the difference betwdwnadriginal selling price and the revised loweresabrice, multiplied by an estimate of
number of product units on hand at a given dater&sses in selling prices are discretionary denssimade by the Company in respons
market conditions, including estimated launch dafesompeting products and declines in market prithe Company records an estimate
shelf-stock adjustments in the period it agreegémt 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, al
other U.S. government pricing programs. The Compdetermines its estimated government rebate acgniarily based on historic
experience of claims submitted by the various stated other jurisdictions and any new informatiegarding changes in the various progt
which may impact the Comparsy'estimate of government rebates. In determinimgatbpropriate accrual amount, the Company con:
historical payment rates and processing lag fostantling claims and payments. The Company recatitpaes for government rebates
deduction from gross sales, with correspondingsadjent to accrued liabilities.

11




2. REVENUE RECOGNITION (continued)

Cash Discounts
The Company offers cash discounts to its custongerserally 2% of the gross selling price, as aeitige for paying within invoice
terms, which generally range from 30 to 90 dayseatimate of cash discounts is recorded in the g@mried when revenue is recognized.

Rx Partner and OTC Partner:

The Rx Partner and OTC Partner contracts includemae recognized under alliance and collaboratigreeanents between 1
Company and unrelated thigirty pharmaceutical companies. The Company hasezhinto these alliance agreements to develop etiac
and/or distribution relationships with its partnevdully leverage its technology platform.

The Rx Partners and OTC Partners alliance agresnobfigate the Company to deliver multiple goodd/anservices over extenc
periods. Such deliverables include manufacturedrpaeeutical products, exclusive and sexélusive marketing rights, distribution licen:
and research and development services. In exchiangbese deliverables, the Company receives paigrfeom its agreement partners
product shipments and research and developmernitesnand may also receive other payments includigglty, profit sharing, upfront, a
periodic milestone payments. Revenue received filoenalliance agreement partners for product shipgnander these agreements is
subject to deductions for chargebacks, rebateslugtaeturns, and other pricing adjustments. Rygyaid profit sharing amounts the Comp
receives under these agreements are calculatdtehespective agreement partner, with such royadt) profit share amounts generally b
upon estimates of net product sales or gross prdfith include estimates of deductions for chargkbarebates, product returns, and ¢
adjustments the alliance agreement partners magtiaggy with their respective customers. The Compeetords the alliance agreenr
partner's adjustments to such estimated amoutite iperiod the agreement partner reports the aradorthe Company.

The Company applies the updated guidance of ASG2608Multiple Element Arrangementdd the Strategic Alliance Agreem:
with Teva Pharmaceuticals Curacao N.V., a subsidi&iTeva Pharmaceutical Industries Limited (“Tévgreement”). The Company looks
the underlying delivery of goods and/or servicescilgive rise to the payment of consideration urttier Teva Agreement to determine
appropriate revenue recognition. The Companyaiijtidefers consideration received as a resuleséarch and developmaeiated activitie
performed under the Teva Agreement. The Compaeggrézes deferred revenue on a straight-line bags the Companyg’ expected peric
of performance of such services. Considerationivedeas a result of the manufacture and deliverprofiucts under the Teva Agreemet
recognized at the time title and risk of loss passethe customer which is generally when prodscteiceived by Teva. The Comp
recognizes profit share revenue in the period earne

OTC Partner revenue is related to an agreement Rfiter Inc. (formerly Wyeth) with respect to thepgly of over-thesounte
pharmaceutical products. The OTC Partner saleangtds no longer a core area of the business,tl@dver-thecounter pharmaceutic
products the Company sells through this sales @laame older products which are only sold to Pfizerd which are currently sold a
loss. The manufacturing of the over-the-countearptaceutical products is the Compangnly continuing obligation under this agreer
with Pfizer. In order to avoid deferring the lossecurred upon shipment of these products to Rfire., the Company recognizes revenue,
the associated manufacturing costs, at the tinee ditd risk of loss passes to Pfizer which is gahewhen the product is shipped. -
Company recognizes profit share revenue in thegerarned.
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2. REVENUE RECOGNITION (continued)

Research Partner:

The Research Partner contracts include revenugmexam under development agreements with unreliied-party pharmaceutic
companies. The development agreements generallgatd the Company to provide research and devedopnservices over multif
periods. In exchange for this service, the Compaagived upfront payments upon signing of eacleligyment agreement and is eligibl
receive contingent milestone payments, based uperathievement of contractually specified eveatdditionally, the Company may al
receive royalty payments from the sale, if any,aofuccessfully developed and commercialized prodader one of these developrr
agreements. The Company recognizes revenue relckeora the provision of research and developmentices, including the upfront paym:
and the milestone payments received before Jariy@®11 on a straight line basis over the expegé&zbd of performance of the research
development services. The Company recognizes vevezceived from the achievement of contingentare$eand development milesto
after January 1, 2011 in the period such paymeeatised. Royalty fee income, if any, will be remiagd by the Company in the period w
the revenue is earned.

Promotional Partner:

The Promotional Partner contract includes revemgegnized under a promotional services agreemehtam unrelated thirgarty
pharmaceutical company. The promotional serviggeeament obligated the Company to provide physidatailing sales calls services
promote certain of the unrelated third-party conyparbranded drug products. The Company receivedcsefge revenue in exchange
providing this service. The Company recognizecenere from providing physician detailing sales caélsvices as the services were provi
The Company’s obligation to provide physician déatgisales calls under the promotional servicegagent ended on June 30, 2012.

Shipping and Handling Fees and Costs
Shipping and handling fees related to sales traiosecare recorded as selling expense.

13




3. RECENT ACCOUNTING PRONOUNCEMENTS

In December 2011, the FASB issued its updated geilaon balance sheet offsetting. This new stangaodides guidance
determine when offsetting in the balance sheetpigrapriate. The guidance is designed to enhancelodiges by requiring improv
information about financial instruments and deiiw@tinstruments. The goal is to provide usersh# financial statements the ability
evaluate the effect or potential effect of nettargangements on an entity's statement of finapmaltion. This guidance will only impact 1
disclosures within an entity's financial statemeatsl notes to the financial statements and doegeasuit in a change to the accoun
treatment of financial instruments and derivatimstiuments. The Company adopted this guidance omada 1, 2013, and it did not hav
material impact on the Company’s consolidated fonarstatements.

In March 2013, the FASB issued updated guidancéomgign currency matters. The update applies toréiease of the cumulati
translation adjustment into net income when a pgagither sells a part or all of its investment ifoeeign entity or no longer holds a controll
financial interest in a subsidiary or group of asseithin a foreign entity. The Company is requitedadopt this guidance on January 1, :
and does not expect the adoption to have a ma#dfédt on its consolidated financial statements.

4. INVESTMENTS

Investments consist of commercial paper, corpdratels and government sponsored enterprise obligatibhe Companyg’policy is
to invest in only high quality “AAA-rated” or invésent-grade securities. Investments in debt seesidre accounted for as ‘held-to-maturity
and are recorded at amortized cost, which apprdrisntair value, generally based upon observablkebaalues of similar securities. 1
Company has historically held all investments ivtdgecurities until maturity, and has the abilidantent to continue to do so. All of -
Company'’s investments have remaining contractuduritieés of less than 12 months and are classifisdshorterm. Upon maturity, tt
Company uses a specific identification method.

A summary of short-term investments as of March281,3 and December 31, 2012 is as follows:

Gross Gross
Amortized Unrecognized Unrecognized Fair
(in $000’s) Cost Gains Losses Value
March 31, 2013
Commercial paper $ 49,937 $ 18 $ - $ 49,95¢
Government sponsored enterprise obligations 9,99¢ 4 -- 10,00(
Corporate bonds 91,50: 12 (19) 91,49¢
Total short-term investments $ 151,43t $ 3k $ (19) $ 151,45.
Gross Gross
Amortized Unrecognized  Unrecognized Fair
(in $000's) Cost Gains Losses Value
December 31, 2012
Commercial paper $ 70,14C % 28 $ - 3 70,16¢
Government sponsored enterprise obligations 9,99¢ 4 -- 9,99¢
Corporate bonds 76,62: 23 (12) 76,63:
Total short-term investments $ 156,75¢ $ 55 $ (12) $ 156,79!
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5. ACCOUNTS RECEIVABLE AND OTHER RECEIVABLES

The composition of accounts receivable, net iols\s:

March 31, December 31,
(in $000's) 2013 2012
Gross accounts receivable $ 190,81t $ 167,69¢
Less: Rebate reserve (48,267 (46,017
Less: Chargeback reserve (17,009 (18,410
Less: Other deductions (11,947) (11,026
Accounts receivable, net $ 113,60¢ $ 92,24¢

A roll forward of the rebate and chargeback reseaaivity for the three months ended March 31,284d the year ended December

31, 2012 is as follows:

March 31, December 31,
(in $000's) 2013 2012
Rebate reserve
Beginning balance $ 46,01 $ 29,16
Provision recorded during the period 36,80¢ 111,09¢
Credits issued during the period (34,557) (94,257)
Ending balance $ 48,267 $ 46,01:

March 31, December 31,
(in $000's) 2013 2012
Chargeback reserve
Beginning balance $ 18,41( $ 22,16!
Provision recorded during the period 72,13: 209,45
Credits issued during the period (73,544) (213,207
Ending balance $ 17,000 $ 18,41(

Other deductions include allowance for uncolleetibBmounts and cash discounts. The Company masrdairallowance for doubt
accounts for estimated losses resulting from ansodeémed to be uncollectible from its customerth wiich allowances for specific amot
on certain accounts. The Company had an allowmagncollectible amounts of $575,000 and $553,80March 31, 2013 and December

2012, respectively.

As of March 31, 2013, the Company had a $102,040r606eivable in connection with the settlementtafdtion underthe June 201
settlement and license agreement with Endo Phawtieats, Inc.during the three months ended March 31, 2013. €beivable was collect
in April 2013. For more information, see “Note 12Hiance and Collaboration Agreements.”
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6. INVENTORY

Inventory is stated at the lower of cost or markaist is determined using a standard cost methmtittee cost flow assumption is fi
in, first out (“FIFO”) flow of goods. Standard costs are revised annualig significant variances between actual costisséandard costs ¢
apportioned to inventory and cost of goods solcetagoon inventory turnover. Costs include matsyibor, quality control, and product
overhead. Inventory is adjusted for shdeted, unmarketable inventory equal to the diffeeglbetween the cost of inventory and the estin
value based upon assumptions about future demahtharket conditions. If actual market conditions kess favorable than those projecte
the Company, additional inventory write-downs may fequired. Consistent with industry practice, @@mpany may build priunct
inventories of certain products which are pendieguired approval from the FDA and/or resolutiorpafent infringement litigation, when,
the Companys assessment, such action is appropriate to iretbascommercial opportunity and FDA approval ipepted in the near te
and/or the litigation will be resolved in the Compégs favor. The Company accounts for all costs of fdkilities, excess freight and hand
costs, and wasted materials (spoilage) as a cysegittd charge in accordance with GAAP.

Inventory, net of carrying value reserves at M&th2013 and December 31, 2012 consisted of thanfirg:

March 31, December 31,
(in $000's) 2013 2012
Raw materials $ 31,24: $ 31,88
Work in process 2,367 4,00t
Finished goods 56,25 60,95¢
Total inventory 89,86( 96,84!
Less: Non-current inventory 7,77(C 7,081
Total inventory-current $ 82,09( $ 89,76¢

Inventory carrying value reserves were $28,035&8 $5,231,000 at March 31, 2013 and December@IL2, 2espectively. Durir
the three month period ended March 31, 2013, thegamy decided to discontinue the manufacture astildlition of certain unprofitak
products after the Company conducted a strategic reviewiso€urrently manufactured generic product portfolis a result of this decisic
the Company recorded an inventory reserve of $6llfomrelated to the discontinued products. In i&idd, upon receipt of the Compls
Response Letter for RYTARY ™, the Company evaludledimpact of the expected delay of FDA approvaltsrability to sell the associal
inventory. The Company determined that a reserv&d) million was appropriate and recorded this amadn the three month period en
March 31, 2013. The Company also recorded a $6libmreserve for pre-launch inventory of a prodo@nufactured for another thigpghrty
pharmaceutical company, due to the anticipatedyddldaunch of such product as a result of the warnétter related to our Haywar
California manufacturing facility. The carrying value of unapproved inventory lesemess, was $6,212,000 and $12,106,000 at Marc
2013 and December 31, 2012, respectively.

The Company recognizes pianch inventories at the lower of its cost or #xpected net selling price. Cost is determinedgus
standard cost method, which approximates actual emsl assumes a FIFO flow of goods. Costs of umaed products are the same
approved products and include materials, laborlityuzontrol, and production overhead. When therpany concludes that FDA approve
expected within approximately six months for a dpugduct candidate, the Company may begin to sdbedanufacturing process validat
studies as required by the FDA to demonstrate tbdyztion process can be scaled up to manufacturenercial batches. Consistent v
industry practice, the Company may build quantibésinapproved product inventopending final FDA approval and/or resolution of @
infringement litigation, when, in the Compansyassessment, such action is appropriate to iremsasommercial product opportunity, and F
approval is expected in the near term, and/oritigation will be resolved in the Company’s favorhe capitalization of unapproved geamnct
inventory involves risks, including, among othegnits, FDA approval may not occur; approvals may ireqgadditional or different testil
and/or specifications than used for unapprovedritorg, and in cases where the unapproved invensgoigr a product subject to litigation, |
litigation may not be resolved or settled in then@anys favor. If any of these risks materialize and lnench of the unapproved prod
inventory is delayed or prevented, then the natyoay value of unapproved inventory may be patfialt fully reserved. Generally, the sell
price of a generic pharmaceutical product is ataligt from the corresponding brand product selfirige. Typically, a generic drug is ea:
substituted for the corresponding brand produdd, @mce a generic product is approved, thelguech inventory is typically sold within t
next three months. If the market prices become fdiaan the product inventory carrying costs, tHengrelaunch inventory value is reducec
such lower market value. If the inventory produegdeeds the estimated market acceptance of theig@neduct and becomes shaolted,
carrying value reserve will be recorded. In allesasthe carrying value of the Company's lagich product inventory is lower than
respective estimated net selling prices.
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To the extent inventory is not scheduled to bezatil in the manufacturing process and/or sold withielve months of the balar
sheet date, it is included as a component of athercurrent assets. Amounts classified asawoment inventory consist of raw materials, ne
valuation reserves. Raw materials generally haskedf life of approximately three to five yearshilg finished goods generally have a s
life of approximately two years.
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7. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, net consisted ofdhewing:

March 31, December 31,

(in $000's) 2013 2012

Land $ 577 % 5,77
Buildings and improvements 130,45( 130,99!
Equipment 110,35! 110,35!
Office furniture and equipment 11,49: 10,55¢
Construction-in-progress 9,921 9,84:
Property, plant and equipment, gross $ 267,99 $ 267,52:
Less: Accumulated depreciation (91,02§) (86,764
Property, plant and equipment, net $ 176,96: $ 180, 75¢
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8. GOODWILL AND INTANGIBLE ASSETS

Goodwill was $27,574,000 at March 31, 2013 and bémr 31, 2012, and the Company attributes the escirrying amount
goodwill to the Global Division. Goodwill is testeat least annually for impairment or whenever ¢var changes in circumstances t
occurred which could have a material adverse effadhe estimated fair value of the reporting uaity] thus indicate a potential impairmer
the goodwill carrying value. The Company conclutteslcarrying value of goodwill was not impairedodi®ecember 31, 2012.

Intangible assets consisted of the following:

Initial Accumulated Carrying
(in $000's) Cost Amortization Value
March 31, 2013
Amortized intangible assets:
Zomig® product rights $ 45,09¢ $ (24,699 $ 20,39¢
Tolmar product rights 19,45( (1,289 18,16:
Other product rights 2,25( 2,25(
Total intangible assets $ 66,79t $ (25,987 $ 40,80¢
Initial Accumulated Carrying
(in $000’s) Cost Amortization Value
December 31, 2012
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 $ 66,79t $ (18,846 $ 47,95(

The Zomig® product rights under the Distribution, License, Blepment and Supply Agreement (“AZ Agreememti)h AstraZenec
UK Limited (“AstraZeneca”) are being amortized osteaightline basis over a period of 14 months starting pril®2012 and ending upon 1
expiration of the underlying patent for the tableter a period of 11 months starting in July 2012l &nding upon the expiration of
underlying patent for the orally disintegratinglethand over a period of 72 months starting iry 212 for the nasal spray. In June 2012
Company entered into a Development, Supply andibigton Agreement (the “Tolmar Agreement”) with TMAR, Inc. (“Tolmar”). Unde!
the terms of the Tolmar Agreement, Tolmar grantethe Company an exclusive license to commercialfzéo 11 generic topical prescript
drug products, including nine currently approvedducts and two products pending approval at the FIDAthe United States and
territories. Under the terms of the Tolmar Agreamé&olmar is responsible for developing and mactufidng the products, and the Comp
is responsible for the marketing and sale of treglpcts. The Tolmar product rights are being amedtiover the remaining estimated us
lives of the underlying products over a period ingdrom five to 12 years, starting upon commenaeinoé commercialization activities by 1
Company during the year ended December 31, 2Qifdrnhation concerning the AZ Agreement and the Tasldgreement can be found
“Note 12 - Alliance and Collaboration Agreement©ther product rights consist of Abbreviated New@®rpplications (“ANDAs”)which
have been filed with the FDA. The Company wilheit commence amortization of the cost of theseymidghts over their estimated ust
life upon FDA approval and commercialization, orllwexpense the related costs immediately upon railuo obtain FD,
approval. Amortization expense is included asramunent of cost of revenues on the consolidatedratnt of operations and was $7,142
for the three month period ended March 31, 2013.

The following schedule shows the expected amoitimadf the Zomig® and Tolmar product rights for the next five years
thereafter:

Amortization

(in $000s) Expense

2013 $ 14,73
2014 4,851
2015 4,851
2016 4,851
2017 4,77¢
Thereafter 11,63¢

Totals $ 45,70(
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9. ACCRUED EXPENSES, COMMITMENTS AND CONTINGENCIES

The following table sets forth the Company’s acdragpenses:

March 31, December 31,

(in $000’s) 2013 2012

Payroll-related expenses $ 14,70¢ $ 22,55
Product returns 23,95: 23,44(
Government rebates 25,09° 33,79
Legal and professional fees 8,01¢ 3,99:
Clinical trial costs 40C 1,61(
Income taxes payable 39,34¢ 1,541
Physician detailing sales force fees 2,88¢ 1,471
Other 6,20¢ 4,34(
Total accrued expenses $ 120,61 $ 92,74:

Product Returns

The Company maintains a return policy to allow oo®trs to return product within specified guidelinéd the time of sale, tl
Company estimates a provision for product returaseld upon historical experience for sales madeaugtrdts Global Products and Imj
Products sales channels. Sales of product un@ePtivate Label, Rx Partner and OTC Partner aléaand collaboration agreements
generally not subject to returns. A roll forwarfitbe product return reserve for the three monthiopeended March 31, 2013 and the
ended December 31, 2012 is as follows:

(in $000’s) March 31, December 31,
Returns Reserve 2013 2012
Beginning balance $ 23,44 % 24,10:
Provision related to sales recorded in the period 1,58¢ 3,00:
Credits issued during the period (1,079 (3,669
Ending balance $ 23,95, $ 23,44(

Taiwan Facility Construction
The Company has entered into several contractsingléo ongoing construction at its manufacturiregility located in Jhuna
Taiwan, R.O.C. As of March 31, 2013, the Company teanaining obligations under these contracts pf@pmately $7,758,000.

Purchase Order Commitments

As of March 31, 2013, the Company had $40,807,30ipen purchase order commitments, primarily fov raaterials. The terms
these purchase order commitments are less thapeamén duration.

20




10. INCOME TAXES

The Company calculates its interim income tax miovi in accordance with FASB ASC Topics 270 and.74Q the end of ea
interim period, the Company makes an estimate efatmual United States domestic and foreign jurisdis’ expected effective tax rates
applies these rates to its respective yeataie taxable income or loss. The computation ofaiweual estimated effective tax rates at
interim period requires certain estimates and apsioms including, but not limited to, the expectgzkrating income for the year, projection
the proportion of income (or loss) earned and taxethe United States, and the various state andl Itax jurisdictions, as well as -
jurisdictions outside the United States, along wigrmanent differences, and the likelihood of defiéttax asset utilization. The accoun
estimates used to compute the provision for incdex@s may change as new events occur, more experisnacquired or additior
information is obtained. The computation of the wadrestimated effective tax rate includes modifara, which were projected for the year,
sharebased compensation and federal and state reseadcthe@elopment credits, among others. In additiba,effect of changes in enac
tax laws, rates, or tax status is recognized irirttezim period in which the respective change ogcu

During the three month period ended March 31, 28 Company recognized an aggregate consolidakegrovision of $48,278,0!
for United States domestic and foreign income taxeshe three month period ended March 31, 2842 ,Company recognized an aggre
consolidated tax provision of $6,269,000 for Unittdtes domestic and foreign income taxes. Thedse in the tax provision resulted fi
higher consolidated income before taxes in thestimenth period ended March 31, 2013, as compartteteame period in the prior year.
effective tax rate of 31% for the three month pgrimded March 31, 2013 was lower than the effe¢tixaate of 34% for the prior year per
primarily as a result of recording the estimated2€deral research and development credit, whiah @nacted retroactively in January 2
in the three month period ended March 31, 2013velkas the partial year 2013 estimated federaassh and development credit recorde
the three month period ended March 31, 2013, wiviah not available for the same period last yeartdilee expiration of the credit.
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11. REVOLVING LINE OF CREDIT

The Company has a Credit Agreement, as amended‘QCiteglit Agreement”)with Wells Fargo Bank, N.A., as a lender ant
administrative agent (the “Administrative Agent"fhe Credit Agreement provides the Company withvalkeng line of credit in the aggreg:
principal amount of up to $50,000,000 (the “RevotyCredit Facility”). Under the Revolving Credit Facility, up to $10,0@@) is available fc
letters of credit, the outstanding face amountswbich reduce availability under the Revolving CteBacility on a dollar for doll:
basis. Proceeds under the Credit Agreement maysbeé for working capital, general corporate anaiotawful purposes. The Company
not yet borrowed any amounts under the RevolviredEFacility.

The Companys borrowings under the Credit Agreement are sedoyesiibstantially all of the personal property &ssé 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 Ag&5% of the Company’s equity interest in its wixawned subsidiary Imp:
Laboratories (Taiwan), Inc., all of the Compangquity interests in its wholly owned domesticsdiaries and must similarly pledge all ¢
portion of its equity interest in future subsidéwi Under the Credit Agreement, among other things:

» The outstanding principal amount of all revolvingdit loans, together with accrued and unpaid @siethereon, will be due a
payable on the maturity date, which will occur fgears following the February 11, 2011 closing date

« Borrowings under the Revolving Credit Facility wilkar interest, at the Compasygption, at either an Alternate Base Rate (ande
in the Credit Agreement) plus the applicable maiigireffect from time to time ranging from 0.5% tb%, or a LIBOR Rate (.
defined in the Credit Agreement) plus the applieailargin in effect from time to time ranging fronb% to 2.5%. The Company
also required to pay an unused commitment fee ngnfgom 0.25% to 0.45% per annum based on the dai#yage undrawn portion
the Revolving Credit Facility. The applicable mardescribed above and the unused commitment feféct at any given time w
be determined based on the Companybtal Net Leverage Ratio (as defined in the Grédireement), which is based upon
Companys consolidated total debt, net of unrestricted ¢asgfxcess of $100 million, compared to ConsoliddE8ITDA (as define
in the Credit Agreement) for the immediately préngdour quarters.

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

« The Company is required under the Credit Agreeraedtthe Security Agreement to comply with a numifeaffirmative, negativ
and financial covenants. Among other things, thesenants (i) require the Company to provide mkcioeports, notices of matel
events and information regarding collateral, (#strict the Compang’ ability, subject to certain exceptions and basket incu
additional indebtedness, grant liens on assetsergodfundamental changes, change the nature dfuggess, make investmel
undertake acquisitions, sell assets, make redrigggments (including the ability to pay divideradsl repurchase stock) or engac
affiliate transactions, and (iii) require the Compdo maintain a Total Net Leverage Ratio (whichgenerally, total funded debt,
of unrestricted cash in excess of $100 million,rdeBITDA for the preceding four quarters) of lekan 3.75 to 1.00, a Senior Sect
Leverage Ratio (which is, generally, total seniecwsed debt over EBITDA for the preceding four desa) of less than 2.50 to 1
and a Fixed Charge Coverage Ratio (which is, gdgeEBITDA for the preceding four quarters oveetium of cash interest expel
cash tax payments, scheduled funded debt paymextscapital expenditures during such four quarteiope subject to certa
specified exceptions) of at least 2.00 to 1.00Hwich such ratio as more particularly definedeaosth in the Credit Agreement).
of March 31, 2013, the Company was in compliance whe various covenants contained in the CredittAment and the Secul
Agreement.

« The Credit Agreement contains customary eventefH#udt (subject to customary grace periods, cugletsiand materiality thresholc
including, among others, failure to pay principaterest or fees, violation of covenants, mateirialccuracy of representations .
warranties, cross-default and cr@sseleration of material indebtedness and otheigatibns, certain bankruptcy and insolve
events, certain judgments, certain events relatehet Employee Retirement Income Security Act af4,%s amended, and a chang
control.
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11. REVOLVING LINE OF CREDIT (continued)

» Following an event of default under the Credit Agrent, the Administrative Agent would be entitled take various actior
including the acceleration of amounts due undeCtreslit Agreement and seek other remedies thatbeagken by secured creditors.

During the three month periods ended March 31, 20182012, unused line fees incurred under theiCigdeement were $30,000 and
$32,000, respectively.
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12. ALLIANCE AND COLLABORATION AGREEMENTS

The Company has entered into several alliancealoothtion, license and distribution agreements,similar agreements with resp
to certain of its products and services, with uaed thirdparty pharmaceutical companies. The consolidstagment of operations inclu
revenue recognized under agreements the Compangniba®d into to develop marketing and/or distidrurelationships with its partners
fully leverage its technology platform, revenueagwmized under development agreements which gepeshligate the Company to prov
research and development services over multipl®g®rand revenue recognized under a promotiomaices agreement which obligates
Company to provide physician detailing sales csdiwices to promote its promotional partner’'s beghdrug products over multiple periods.

The Companys alliance and collaboration agreements often declmilestones and provide for milestone payments @gzhieveme
of these milestones. Generally, the milestone aveonntained in the Compamyalliance and collaboration agreements coincidé wie
progression of the Company’s products and techieddigom pre-commercialization to commercialization

The Company groups pe®mmercialization milestones in its alliance andladmration agreements into clinical and regula
categories, each of which may include the followiyyes of events:

Clinical Milestone Events:
« Designation of a development candid. Following the designation of a development cdat#, generally, INBnabling
animal studies for a new development candidate 1@k 18 months to complete.

« Initiation of a Phase I clinical tria. Generally, Phase | clinical trials take onewto tears to complete.

« Initiation or completion of a Phase Il clinical &ii. Generally, Phase Il clinical trials take onéftee years to complete.

« Initiation or completion of a Phase Ill clinicalitd . Generally, Phase Ill clinical trials take twoftwr years to complete.

« Completion of a bioequivalence studysenerally, bioequivalence studies take threethsio one year to complete.
Reqgulatory Milestone Events:

« Filing or acceptance of regulatory applications forarketing approval such as a New Drug Applicatiorthe United State

or Marketing Authorization Application in EuropeGenerally, it takes six to twelve months to @repand submit regulatc
filings and approximately two months for a regutgtfiling to be accepted for substantive review.

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

e Marketing approval in a major market, such as theiteld States or Europe for a new indication of dready-approvel
product. Generally it takes one to three years afterpli@ation for a new indication is submitted to abtapproval fror
the applicable regulatory agency.

Commercialization milestones in the Company’s atteand collaboration agreements may include thenfimg 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 threshold, such as annual sales excge®i®0 million. The amount of time

achieve this type of milestone depends on sevacabrfs including but not limited to the dollar ambuwf the threshold, t
pricing of the product and the pace at which custenbegin using the product.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
License and Distribution Agreement with Shire

In January 2006, the Company entered into a LicanseDistribution Agreement with an affiliate ofi&hLaboratories, Inc. Prior
Shire Agreement”), under which the Company receiwembn-exclusive license to market and sell anaitbd generic of Shire’ Adderall XF
®product (“AG Product”subject to certain conditions, but in any evenhbyater than January 1, 2010. The Company cometesales of tt
AG Product in October 2009. On February 7, 20t8,Gompany entered into an Amended and Restateshdécand Distribution Agreem:
with Shire (the “Amended and Restated Shire Agrediiewhich amended and restated the Prior Shire Agreentdre Amended ai
Restated Shire Agreement was entered into by thiéepan connection with the settlement of the Camys litigation with Shire relating
Shire’s supply of the AG Product to the Company underRtier Shire Agreement. During the three monthqebended March 31, 2013,
Company received a payment in the amount of $480000from Shire in connection with such litigatisattlement, which was recordec
other income on the consolidated statement of ¢pesa For more information about the litigationtiwShire, see “Note 17 Legal an
Regulatory Matters."The Amended and Restated Shire Agreement provateShire to supply the AG Product and for the Conypia marke
and sell the AG Product subject to the terms amdlitions thereof until the earlier of (i) the fisbmmercial sale of the Compasygeneri
equivalent product to Adderall XR® and (ii) Septami30, 2014 (the “Supply Term"$ubject to certain continuing obligations of thetiea
upon expiration or early termination of the Suppérm, including Shires obligation to deliver AG Products still owed ke tCompany as of t
end of the Supply Term. The Company is require@ap a profit share to Shire on sales of the AGdRBecg of which the Company owe!
profit share payable to Shire of $5,640,000 and 325000 on sales of the AG Product during theettmenth periods ended March 31, 2
and 2012, respectively, with a corresponding chargieilded in the cost of revenues line on the clidated statement of operations.

Development, Supply and Distribution Agreement witDLMAR, Inc.

In June 2012, the Company entered into the Tolmgredment with Tolmar. Under the terms of the TolrAgreement, Tolm:
granted to the Company an exclusive license to cervialize up to 11 generic topical prescriptionglproducts, including nine currer
approved products and two products pending apprawvahe FDA, in the United States and its terrésri Under the terms of the Tolr
Agreement, Tolmar is responsible for developing arvahufacturing the products, and the Company jsoresible for marketing and sale of
products. The Company is required to pay a pshiitre to Tolmar on sales of each product comméeredpursuant to the terms of the Tol
Agreement. The Company paid Tolmar a $21,000,@3fant payment upon signing of the agreement andl,&d®,000 milestone paymen
the year ended December 31, 2012. The Companyhkasotential to pay up to $24,000,000 in additientingent milestone payment:
certain commercialization and regulatory eventaioc@ he upfront payment for the Tolmar product rights hasrbakiocated to the underlyi
topical products based upon the relative fair valfi@ach product and is being amortized over thmeareing estimated useful life of et
underlying product, ranging from five to 12 yeastarting upon commencement of commercializationviiels by the Company during t
second half of 2012. The amortization of the Talpraduct rights is included as a component of obsévenues on the consolidated state
of operations. The Company initially allocated380,000 of the ufiront payment to two products which are still invdivpment and record
such amount as iprocess research and development expense in ititsre$ operations for the year ended Decembe2812. The Compal
similarly recorded the $1,000,000 milestone paidhi@ year ended December 31, 2012 as a researcHemetbpment expense. Conting
milestone payments will be initially recognized time period the triggering event occurs. Milestgrayments which are contingent uj
commercialization events will be accounted for asaaditional cost of acquiring the product licemgghts. Milestone payments that
contingent upon regulatory approval events wilchpitalized and amortized over the remaining eggchaseful life of the 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 Agrext with Teva in June 2001 (“Teva Agreementhe Teva Agreement comrmr
the Company to develop and manufacture, and Tewistabute, a specified number of controlled reegeneric pharmaceutical prodi
(“generic products”), each for a J@ar period. The Company identified the followidgliverables under the Teva Agreement: (i)
manufacture and delivery of generic products;t(i@ provision of research and development actw/ifiecluding regulatory services) relate:
each product; and (iii) market exclusivity assamiawith the products. In July 2010, the Teva Agreet was amended to terminate
provisions of the Teva Agreement with respect t® @meprazole (generic to Prilosec®mg, 20mg and 40mg products. Additionally
exchange for the return of product rights, the Canypagreed to pay to Teva a profit share on fusmkes of the fexofenadi
HCl/pseudoephedrine (generic to Allegra-D@pduct, if any, but in no event will such profitese payments exceed an aggregate amo
$3,000,000. The Company recognized previously dederevenue related to the Teva Agreement of $887i0 the three month periods en
March 31, 2013 and 2012. No additional amounts wleferred during the three month periods ended Mai¢ 2013 and 2012.

OTC Partners Alliance Agreement

In June 2002, the Company entered into a Developrh@ense and Supply Agreement with Pfizer Inorifierly Wyeth) (the Pfizel
Agreement”), for a term of approximately 15 yeagdating to the Company’s Loratadine and Pseudadpte Sulfate 5 mg/120 mg 1ui
Extended Release Tablets and Loratadine and Psghelirine Sulfate 10 mg/240 mg Bdur Extended Release Tablets for the OTC m:
The Company previously developed the products,igedrrently only responsible for manufacturing greducts, and Pfizer is responsible
marketing and sale. The agreement included payerthe Company upon achievement of developmelestones, as well as royalties |
to the Company by Pfizer on its sales of the prad&dizer launched this product in May 2003 asvalé® D-12 Hour. In February 2005, 1
agreement was partially cancelled with respech24hour Extended Release Product due to lower thampta sales volume. The Pfi
Agreement is no longer a core area of the Companysness, and the over-theunter pharmaceutical products the Company selRfize
under the Pfizer Agreement are older products whrehonly sold to Pfizer, and which are sold aiss! In order to avoid deferring the los
incurred upon shipment of these products to Pfitter,Company recognizes revenue, and the associ@adfacturing costs, at the time 1
and risk of loss passes to Pfizer which is generalien the product is shipped. The Company re@egnprofit share revenue in the pe
earned. The Company recognized revenue of $271,000 anduptadanufacturing costs of $459,000 under the Pageement in the thr
month period ended March 31, 2013. The Companyraefaevenue of $315,000 and recognized previodsfgrred revenue of $581,00(
the three month period ended March 31, 2012, kkateéhe Pfizer Agreement. The Company deferredyebmanufacturing costs of $495,!
and recognized previously deferred product manufag costs of $661,000 in the three month perindee March 31, 2012, related to
Pfizer Agreement.

Joint Development Agreement with Valeant Pharmadeats International, Inc.

In November 2008, the Company and Valeant Pharntigeési International, Inc., formerly Medicis Pharmeatical Corporatic
(“Valeant”), entered into a Joint Development Agremt and a License and Settlement Agreement (“I@relopment Agreement”The Join
Development Agreement provides for the Company Halkkant to collaborate in the development of altofafive dermatology product
including four of the Company’s generic productsl ame branded advanced form of Valeant's SOLODNoduct. Under the provisions
the Joint Development Agreement the Company redea&40,000,000 upfront payment, paid by ValearDéeember 2008. The Compi
has also received an aggregate of $15,000,000 lestmine payments composed of two $5,000,000 milesgmyments, paid by Valeani
March 2009 and September 2009, a $2,000,000 milegpayment paid by Valeant in December 2009, a$d,800,000 milestone paym
paid by Valeant in March 2011. The Company haspibtential to receive up to an additional $8,000,00 contingent regulatory milestc
payments each of which the Company believes toubstantive, as well as the potential to receivealtgypayments from sales, if any,
Valeant of its advanced form SOLODY® brand product. Finally, to the extent the Compawoynmercializes any of its four gene
dermatology products covered by the Joint Develagndggreement, the Company will pay to Valeant asgrprofit share on sales of s
products. The Company began selling one of the deumatology products during the year ended Deeer@b, 2011. During the three mo
period ended March 31, 2013, the Company extenuedevenue recognition period for the Joint Develept Agreement from the previc
recognition period ending in November 2013 to Delsen?014, due to changes in the estimated timingpofpletion of certain research i
development activities. This change was made awsppctive basis, and resulted in a reduced anafueienue recognized in the three me
period ended March 31, 2013, as compared to pregefliarters, and a reduced periodic amount of revémbe recognized in future periods.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
License, Development and Commercialization Agreem&rsupply Agreement with Glaxo Group Limited

In December 2010, the Company entered into a LeeDsvelopment and Commercialization Agreement @ithxo Group Limite
(“GSK"). Under the terms of the agreement with GSK, GSKiveckan exclusive license to develop and commezeidP X066 (brand nan
RYTARY™ in the United States) throughout the workcept in the U.S. and Taiwan, and certain folmwyproducts at the option
GSK. Under the terms of the agreement, GSK paii1ldn500,000 upfront payment in December 2010,thadCompany had the potentia
receive up to $169,000,000 of contingent milestpagments. The upfront payment was recognizedwasue on a straighine basis over tt
Companys expected period of performance to provide reseand development services which ended on DeceBihe2012. In April 201!
the Company and GSK announced that they were tatmintheir collaboration for the development andhmercialization of IPX066 outsi
the United States and Taiwan as a result of défagree anticipated regulatory approval and launatesl in countries in which GSK has right
commercialize the product and terminated the Lieebgevelopment and Commercialization Agreementthatend of July 2013, GS&righ
to develop and commercialize IPX066 outside thetédhStates and Taiwan will transfer back to the @amny. For more information, refer
“Note 19 — Subsequent Events.”

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

In January 2012, the Company entered into the AfeAgent with AstraZeneca. Under the terms of tAeAgreement, AstraZene
granted to the Company an exclusive license to cerialize the tablet, orally disintegrating takdetd nasal spray formulations of Zorgig
(zolmitriptan) products for the treatment of migmiheadaches in the United States and in certain tgtBtories, except during an init
transition period when AstraZeneca fulfilled altlers of Zomig® products on the Compasnpehalf and AstraZeneca paid to the Compar
gross profit on such Zomig@®roducts. The Company is obligated to fulfill cartaninimum requirements with respect to the prommotol
currently approved Zomig@®roducts as well as other dosage strengths of gattucts approved by the FDA in the future. ThenBany may
but has no obligation to, develop and commerciaidditional products containing zolmitriptan andliéidnal indications for Zomig®subjec
to certain restrictions as set forth in the AZ Agreent. The Company will be responsible for condhgcttlinical studies and prepar
regulatory filings related to the development off auch additional products and would bear all szlatosts. During the term of the
Agreement, AstraZeneca will continue to be the aplaf the NDA for existing Zomig®roducts, as well as any future dosage strengdrsal
approved by the FDA, and will be responsible fattaie regulatory and quality-related activities farch Zomig®products. AstraZeneca w
manufacture and supply Zomig® products to the Campand the Company will purchase its requiremeritZamig® products fror
AstraZeneca until a date determined in the AZ Agreet. Thereafter, AstraZeneca may terminate itplgugbligations upon certain advai
notice to the Company, in which case the Companyldvbave the right to manufacture or have manufedtits own requirements for 1
applicable Zomig® product.

Under the terms of the AZ Agreement, AstraZeneca reguired to make payments to the Company repiirgeh00% of the gro:
profit on sales of AstraZeneca-labeled Zomig®ducts during the specified transition perioche Tompany received transition payments
AstraZeneca aggregating $43,564,000 during 2012 aanounted for these payments as a reductiorecdggregate $130,000,000 in quart
payments made to AstraZeneca during 2012. The @oyngllocated $45,096,000 of the $86,436,000 nginpats made to AstraZeneca tc
intangible asset, and the remaining $41,340,0¢0epaid royalty expense related to sales of Impaeled Zomid® products during 2012, wi
such royalty expense included in cost of revenueshe consolidated statement of operations. Béginim January 2013, the Compan'
obligated to pay AstraZeneca tiered royalties oh gaes of Zomig®products, depending on brand exclusivity and sulj@customar
reductions and other terms and conditions set forthe AZ Agreement. The Company is also oblidete pay AstraZeneca royalties aftt
certain specified date based on gross profit fraessof authorized generic versions of the Zomigdpcts subject to certain terms
conditions set forth in the AZ Agreement.
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12. ALLIANCE AND COLLABORATION AGREEMENTS (continue d)
Development and Co-Promotion Agreement with EndoaPiaceuticals, Inc.

In June 2010, the Company and Endo Pharmaceuticads,("Endo") entered into a Development and RZomotion Agreeme
(“Endo Agreement”) under which the Company and Ehdee agreed to collaborate in the developmentcamimercialization of a next-
generation advanced form of the Companigad brand product candidate ("Endo AgreementilRtt). Under the provisions of the Etr
Agreement, in June 2010, Endo paid to the Compaf§0000,000 ufront payment. The Company has the potential teive up to a
additional $30,000,000 of contingent milestone pemts, which includes $15,000,000 contingent upan @bhievement of clinical ever
$5,000,000 contingent upon the achievement of e¢gry events, and $10,000,000 contingent upon théegement of commercializati
events. The Company believes all milestones utiderEndo Agreement are substantive. Upon comnieatian of the Endo Agreeme
Product in the United States, Endo will have tiyhtrito co-promote such product to needrologists, which will require the Company to
Endo a cgeromotion service fee of up to 100% of the gros¥ifs attributable to prescriptions for the Endordgment Product which &
written by the non-neurologists.

The Company is recognizing the $10,000,000 upfpatyiment as revenue on a straiihé basis over a period of 91 months, whic
the estimated expected period of performance afared and development activities under the Endeé&gent, commencing with the J
2010 effective date of the Endo Agreement and endgirDecember 2017, the estimated date of FDA a@brof the Company's NDA. T
FDA approval of the Endo Agreement Product NDA esgnts the end of the Compangxpected period of performance, as the Compalh
have no further contractual obligation to perforasaarch and development activities under the Engleefnent, and therefore the earn
process will be completed. Deferred revenue is rommb as a liability captioned “Deferred revenust the consolidated balance sheet
deferred revenue under the Endo Agreement was $®826 as of March 31, 2013. Revenue recognizeérnhe Endo Agreement is repot
in the line item captioned Research Partner. Thegamy determined the straigime method aligns revenue recognition with perfante a
the level of research and development activitiefopmed under the Endo Agreement are expected feebiermed on a ratable basis over
Company’s estimated expected period of performaton FDA approval of the CompamsyEndo Agreement Product NDA, the Comg
will have the right (but not the obligation) to egnanufacture and sale of such product. The Compél sell its manufactured brand
product to customers in the ordinary course ofimss through its Impax Pharmaceuticals Divisiore Tompany will account for any sale
the product covered by the Endo Agreement as cuperiod revenue. The qaromotion service fee paid to Endo, as describedeahif any
will be accounted for as a current period sellirRgense as incurred.

The Company and Endo also entered into a SettlermahtLicense Agreement in June 2010 (the “Endolebe¢int Agreemeny”
pursuant to which Endo agreed to make a paymehet€ompany should Prescription Sales of OaizR (as defined in the Endo Settlen
Agreement) fall below a predetermined contracthetghold in the quarter immediately prior to thar@any launching a generic versior
Opana® ER. As a result of the Company’s launch of its gieneersion of Opana ER in January 2013 and EnéRescription Sales of Ops
ER during the fourth quarter of 2012, the Compaenorded a $102,049,000 settlement gain duringhtteetmonth period ended March
2013 which is included in “Other Incomét the consolidated statement of operations. Rayrof the $102,049,000 settlement was rect
from Endo in April 2013.

Co-Promotion Agreement with Pfizer

In March 2010, the Company and Pfizer, Inc. (“Rfizgentered into the First Amendment to the Bmmotion Agreement (origina
entered into with Wyeth, now a wholly owned subeigiof Pfizer) ("Pfizer Co-Promotion Agreementhe Companys obligation to provic
physician detailing sales calls under the PfizefRCamotion Agreement ended on June 30, 2012. Rrisuch time, the Company had rece
a fixed fee, effective January 1, 2010, for provgdisuch physician detailing sales calls within atactually defined range of an aggre:
number of physician detailing sales calls rendedetermined on a quarterly basis. The Companygrézed the physician detailing sales fc
fee revenue as the related services were perfoamédhe performance obligations were met. The Gaypecognized $3,535,000 in the tt
month period ended March 31, 2012 under the PfizePromotion Agreement, which is included in theelitem “Other Revenues” irNbte
18 - Supplementary Financial Information.” As Biempany’s obligation under the Pfizer ®@oemotion Agreement ended on June 30,
no amounts were recognized under this agreemeimgdilme three month period ended March 31, 2013.
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13. SHARE-BASED COMPENSATION

The Company recognizes the grant date fair valieaoh stock option and restricted stock award tsefesting period. Stock optic
and restricted stock awards are granted under timep@ny’s Amended and Restated 2002 Equity Incertlae (“2002 Plan”and generall
vest over a three or four year period and haverra t& ten years. Total shabased compensation expense recognized in the @eisg
statement of operations during the three monttogerended March 31, 2013 and 2012 was as follows:

Three Months Ended

March 31,
(in $000's) 2013 2012
Manufacturing expenses $ 67 $ 637
Research and development 1,37¢ 1,213
Selling, general and administrative 2,31( 1,95¢
Total $ 4,35¢ $ 3,80¢
The following table summarizes stock option acyidtiring the three month period ended March 313201
Weighted
Average
Number of Share: Exercise Price
Under Option per Share
Outstanding at December 31, 2012 4,177,22. $ 12.72
Options granted - $ --
Options exercised (212,119 $ 6.37
Options forfeited (7,880 $ 14.4C
Outstanding at March 31, 2013 3,957,221 ¢ 13.0¢
Options exercisable at March 31, 2013 3,028,92! ¢ 11.42

The Company estimated the fair value of each stption award on the grant date using the Bl&ckoles option pricing mod
wherein: expected volatility is based solely ontdrisal volatility of the Compang’ common stock over the period commensurate wi
expected term of the stock options. The expe@sd talculation is based on the “simplified” mettraebcribed in SAB No. 107, ShaBase!
Payment and SAB No. 110, Shdaased Payment, as the result of the simplified peibrovides a reasonable estimate in comparisdahe
Company’s actual experience. The rfske interest rate is based on the U.S. Treaswld yat the date of grant for an instrument wi
maturity that is commensurate with the expecteah tef the stock options. The dividend yield of zertased on the fact that the Company
never paid cash dividends on its common stock hascho present intention to pay cash dividends.

A summary of the Company’s non-vested restrictedksawards activity during the three month perindesl March 31, 2013 is presented
below:

Weighted

Number of Average

Restricted Restricted Grant-Date
Stock Awards Stock Awards Fair Value
Non-vested at December 31, 2012 1,954,571 $ 20.97
Granted 41,678 $ 21.2:
Vested (58,429 $ 10.4¢
Forfeited (22,207) $ 20.5¢
Non-vested at March 31, 2013 191561 g 21.31

The Company grants restricted stock awards to ioeeligible employees and directors as a compowérits longterm incentiv:
compensation program. The restricted stock aweadtg are made in accordance with the Commag@02 Plan, and typically specify that
shares of common stock underlying the restrictedksawards are not issued until they vest. Theictsd stock awards generally vest rat:
over a three or four year period from the daterahg
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13. SHARE-BASED COMPENSATION (continued)

As of March 31, 2013, the Company had total unracaayl shardsased compensation expense, net of estimated ttodsj o
$38,799,000 related to all of its shdrased awards, which will be recognized over a wemjlaverage period of 2.17 years. As of Marcl
2013, the Company estimated 3,503,300 stock optonsl,695,900 shares of restricted stock awarsten to employees which were ve:
or expected to vest. The intrinsic value of stagkions exercised during the three month periodseénMarch 31, 201&nd 2012 we
$2,933,000 and $6,266,000, respectively. The faialvalue of restricted stock awards which vestieding the three month periods en
March 31, 2013 and 2012 was $613,000 and $435/@8pgectively. As of March 31, 2013, the Compang b# 64,834 shares of comn
stock available for issuance of stock options rigtstd stock awards, and/or stock appreciationtsigh

14. STOCKHOLDERS’ EQUITY

Preferred Stock

Pursuant to its certificate of incorporation, thenpany is authorized to issue 2,000,000 share®1%far value per shareblank
check”preferred stock, which enables the Board of Dines;ttsom time to time, to create one or more nereseof preferred stock. Each se
of preferred stock issued can have the rights epeetes, privileges and restrictions designateth&yBoard of Directors. The issuance of
new series of preferred stock could affect, amothgrothings, the dividend, voting, and liquidatinghts of the Compang’ common stoc
During the three month periods ended March 31, 20182012, the Company did not issue any prefestazk.

Common Stock

The Companys certificate of incorporation, as amended, autesrithe Company to issue 90,000,000 shares of canstock witt
$0.01 par value.

30




15. EARNINGS PER SHARE

The Company's earnings per share (EPS) includés basincome per share, computed by dividing nebine (as presented on
consolidated statement of operations), by the wedjiverage number of shares of common stock outstgridirthe period, along with dilut
net income per share, computed by dividing netrmedy the weightedverage number of shares of common stock adjustethé dilutive
effect of common stock equivalents outstandingrduthe period. A reconciliation of basic and d#ditnet income per share of common s
for the three month periods ended March 31, 20432812 was as follows:

Three Months Ended

March 31,

(in $000's except per share amounts) 2013 2012
Numerator:

Net income $ 105,44: $ 12,36¢
Denominator:

Weighted average common shares outstanding 66,487,47 65,122,24

Effect of dilutive stock options and restrictedckt@wards 1,690,88! 2,785,02:

Diluted weighted average common shares outstanding 68,178,35 67,907,26
Basic net income per share $ 15¢ $ 0.1¢
Diluted net income per share $ 158 $ 0.1¢

For the three month periods ended March 31, 20432812, the Company excluded 1,276,394 and 6981@5pgectively, of shar
issuable upon the exercise of stock options anéstad restricted stock awards from the computaifatiluted net income per common st
as the effect of these options and unvested resdristock awards would have been dhiltitive. Quarterly computations of net income
share amounts are made independently for eachegiyaréporting period, and the sum of the per stam®unts for the quarterly report
periods may not equal the per share amounts foygheto-date reporting period.
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16. SEGMENT INFORMATION

The Company has two reportable segments, the Glibidion and the Impax Division. The Global B8ion develops, manufactur
sells, and distributes generic pharmaceutical prtsdyrimarily through the following sales channéte Global Products sales channel for ¢
of generic prescription products directly to whaless, large retail drug chains, and others; tlieaRr Label Product sales channel for get
over-the-counter and prescription products soldrelated third-party customers who,tinn, sell the products under their own label; Bx
Partner sales channel for generic prescriptionymtsdsold through unrelated thipdity pharmaceutical entities under their own lghekuar
to alliance agreements; and the OTC Partner shi@snel for over-the-counter products sold throughuarelated thirgsarty pharmaceutic
entity under its own label pursuant to an alliangeeement. Revenues from the “Global Product®sselhannel and the “Private LabsHle:
channel are reported under the caption “Global &ebdales, net” in “Note 18 — Supplementary Finahtiformation.” The Company als
generates revenue in its Global Division from redeand development services provided under a penelopment agreement with ano
unrelated third-party pharmaceutical company, aegorts such revenue under the caption “Other Regnrevenue in “Note 18
Supplementary Financial Information.” Revenuesrfrihe “OTC Partner” sales channel are also repartetr the caption “Other Revenues
in “Note 18 — Supplementary Financial Information.”

The Impax Division is engaged in the developmenprofrietary brand pharmaceutical products thatGbepany believes repres
improvements to alreadgpproved pharmaceutical products addressing CN&ddiss. The Impax Division currently has one inady
developed late stage branded pharmaceutical predadidate, RYTARY™, an extended release capsuisuiation of carbidopdevodopa fo
the symptomatic treatment of Parkinsomlisease, for which the NDA was accepted fordilby the FDA in February 2012 and which
Company received a Complete Response Letter franFDA in January 2013. The Company is currently kivgy with the FDA on th
appropriate next steps for the RYTARY™ NDA. In adh to RYTARY™, the Impax Division has a numberather product candidates t
are in varying stages of development. The Impaxiditim is also engaged in the sale and distributbrzomig® (zolmitriptan) product:
indicated for the treatment of migraine headacheder the terms of the AZ Agreement with AstraZenicthe United States and in cer
U.S. territories. Revenues from Impax-labeled Z@nigroducts are reported under the caption “ImpaxdBet sales, net” in “Note 18
Supplementary Financial InformatiorFinally, the Company generates revenue in the Inipigision from research and development sen
provided under a development and license agreemintanother unrelated thirparty pharmaceutical company, and reports suchnce
under the caption “Other Revenues” revenue in “N@&e- Supplementary Financial Information.”

The Company’s chief operating decision maker evakighe financial performance of the Companggégments based upon segt
income (loss) before income taxes. Items belowrme (loss) from operations are not reported by segnexcept litigation settlements, si
they are excluded from the measure of segmenttabilfty reviewed by the Compars/chief operating decision maker. Additionallyngea
and administrative expenses, certain selling exggensertain litigation settlements, and raperating income and expenses are includ
“Corporate and Other.” The Company does not repaldnce sheet information by segment since ibtsreviewed by the Compars/chie
operating decision maker. The accounting polic@stiie Companyg segments are the same as those described abtive discussion
"Revenue Recognition" and in the “Summary of Siigailfit Accounting Policies” in the Company's FormKL@or the year ended December
2012. The Company has no inter-segment revenue.
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16. SEGMENT INFORMATION (continued)

The tables below present segment information rakhdo total Company consolidated financial resultith segment operati
income or loss including gross profit less direesgarch and development expenses, and directgselkipenses as well as any litiga
settlements, to the extent specifically identifigdsegment:

Global Impax Corporate Total
(in $000's) Division Division and Other Company
Three Months Ended March 31, 2013
Revenues, net $ 101,63t $ 46,85! $ - $ 148,48
Cost of revenues 61,44+ 29,174 --- 90,61¢
Research and development 11,71 7,89¢ 19,60¢
Patent litigation expense 4.27¢ 4,27¢
Income (loss) before provision for income taxes $ 19,16 $ (2,979 $ 137,53¢ $ 153,72(
Global Impax Corporate Total
(in $000’s) Division Division and Other Company
Three Months Ended March 31, 2012
Revenues, net $ 123,26' $ 530 $ - $ 128,56¢
Cost of revenues 63,10¢ 2,90¢ --- 66,01¢
Research and development 10,67: 8,14: 18,81¢
Patent litigation 4,03¢ 4,03¢
Income (loss) before provision for income taxes $ 41,13 $ (8,810 $ (13,687 $ 18,63¢

Foreign Operations

The Company’s whollywwned subsidiary, Impax Laboratories (Taiwan) Ins.constructing a manufacturing facility in Jhuy
Taiwan R.O.C. which is utilized for manufacturingsearch and development, warehouse, and admiivistfanctions, with approximate
$134,095,000 of net carrying value of assets, camp@rincipally of a building and equipment, in@ddn the Company's consolidated bal:
sheet at March 31, 2013.
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17. LEGAL AND REGULATORY MATTERS
Patent Litigation

There is substantial litigation in the pharmacaltibiological, and biotechnology industries witspect to the manufacture, use,
sale of new products which are the subject of éctnih patent and intellectual property claims. @manore patents typically cover most of
brand name controlled release products for whiehGbmpany is developing generic versions.

Under federal law, when a drug developer files 8NDA for a generic drug seeking approval before matfwn of a patent, which h
been listed with the FDA as covering the brand nanoeluct, the developer must certify its produdt mot infringe the listed patent(s) anc
the listed patent is invalid or unenforceable (camiyn referred to as a “Paragraph I¢ertification). Notices of such certification must
provided to the patent holder, who may file a $oitpatent infringement within 45 days of the pathalders receipt of such notice. If t
patent holder files suit within the 45 day peritite FDA can review and approve the ANDA, but isvprged from granting final marketi
approval of the product until a final judgment lretaction has been rendered in favor of the gedevig developer, or 30 months from the
the notice was received, whichever is sooner. Lawdiave been filed against the Company in conaratiith the Companyg Paragraph |
certifications seeking an order delaying the apako¥ the Company’s ANDA until expiration of thetpat(s) at issue in the litigation.

Should a patent holder commence a lawsuit witheetsip an alleged patent infringement by the Compte uncertainties inherent
patent litigation make the outcome of such litigatdifficult to predict. The delay in obtaining FD#pproval to market the Compasyproduc
candidates as a result of litigation, as well &sdkpense of such litigation, whether or not then@any is ultimately successful, could ha
material adverse effect on the Compangesults of operations and financial positionatidition, there can be no assurance that any |
litigation will be resolved prior to the end of tB8-month period. As a result, even if the FDA werapprove a product upon expiration of
30-month period, the Company may elect to not conuamenarketing the product if patent litigationtid pending.

The Company is generally responsible for all of plagent litigation fees and costs associated witlent and future products 1
covered by its alliance and collaboration agreemeértte Company has agreed to share legal experitbegespect to thirggarty and Compat
products under the terms of certain of the alliaand collaboration agreements. For instance, utigeiTeva Agreement, the Company
Teva have agreed to share in fees and costs reétapetent infringement litigation associated vilie products covered by the Teva Agreer

and the Company is currently sharing litigationtsasith respect to three products under the terfrtsvo other separate agreements.
Company records the costs of patent litigation xg®rse in the period when incurred for productsas developed, as well as for prod
which are the subject of an alliance or collaboratigreement with a third-party.

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

In January 2009, Eurand, Inc., Cephalon, Inc., Andsta AG (collectively, “Cephalonjled suit against the Company in the U
District Court for the District of Delaware (“Digtt Court”), alleging patent infringement for thiéirfg of the Companys ANDA relating tc
Cyclobenzaprine Hydrochloride Extended Release @eapsl5 mg and 30 mg, generic to AmPix This matter was settled and dismisse
October 11, 2010.

On November 8, 2011, the District Court expressiynad the Company in an order enjoining it from @nggin the commercial us
offer for sale, or sale within the United Statesaof generic AmriX . On November 22, 2011, the Company filed a motionetargue ar
modify the injunction. Plaintiffs responded on Dedxer 9, 2011, with a motion for declaratory judgmeseeking a declaration that
Company does not have the right to sell genericiAfair The Company responded on December 20, 2011, anddriowenforce the terms c
settlement agreement entered into with plaintifist it claims grants the Company the right to geleric Amrix® . On March 15, 2012, tl
District Court denied the Comparsymotion and refused to modify the injunction. TWampany appealed the order. The United States ©f
Appeals for the Federal Circuit affirmed the DistiCourt’s decision to enjoin the Company on February 132@n April 4, 2013, the Distri
Court granted a stipulated injunction against tleen@any prohibiting it from making, using, offering sell, or selling the cyclobenzapr
ANDA products in the United States or importing Isymroducts into the United States except as perdhitinder the terms of the parties
settlement agreement.

The Research Foundation of State University of Mevk et al. v. Impax Laboratories, Inc.; Galdermabbratories Inc., et al. v. Impax
Laboratories, Inc. (Doxycycline Monohydrate)

In September 2009, The Research Foundation of Staiteersity of New York; New York University; Galdma Laboratories Inc.; a
Galderma Laboratories, L.P. (collectively, “Galdafnfiled suit against the Company in the U.S. Distfdurt for the District of Delawa
alleging patent infringement for the filing of ti@mpany’s ANDA relating to Doxycycline MonohydrabelayedRelease Capsules, 40 1
generic to Oracef. In May 2011, Galderma Laboratories Inc., Galderrabdratories, L.P. and Supernus Pharmaceuticalsfiled a secon
lawsuit in Delaware alleging infringement of an #iddal patent related to Orac®a The Company filed an answer and counterclaims th
matters. In October 2009 for the first lawsuit andJuly 2011 for the second lawsuit, the partiesead to be bound by the final judgm
concerning infringement, validity and enforceapilif the patents at issue in an earfil@d case brought by Galderma and Supernus a
another generic drug manufacturer. Proceedingsanawsuits involving the Company were stayed psgdésolution of the related matter
July 2011, a fouday trial was held in the case involving the otheneric manufacturer in the U.S. District Courttfog District of Delaware ¢
the issues of patent infringement and validity Aigust 2011, the Court issued its decision findiogr of the five patents invalid and/or
infringed, and the fifth patent, which expires ied@mber 2027, infringed and not invalid. After medings related to the remedy, on Jut
2012, the Court entered final judgment with respedhat litigation. On June 22, 2012, the Couteesd its final judgment with respect to
Company. All parties filed notices of appeal andi@mssappeal in July 2012. The briefing at the United&aCourt of Appeals for the Fedt
Circuit was completed for all parties on JanuaryZBL3. The decision of the District Court will bending on the Company unless reverse
modified on appeal or in subsequent litigation.

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

In August 2010, Schering Corporation and MSP Singagicompany LLC (together, “Scherindiled suit against the Company in

U.S. District Court for the District of New Jers€Wpistrict Court”) alleging patent infringement féne filing of the Compang ANDA relating
to Ezetimibe/Simvastatin Tablets, 10/80 mg, gen&yi®/ytorin ® . The Company filed an answer and counterclaim. loebeer 2010, tt
parties agreed to be bound by the final judgmenteming validity and enforceability of the pateatsissue in cases brought by Sche
against other generic drug manufacturers that filmee ANDAS relating to this product, and proceeghrin the Companyg’ case were stayed.
April 2012, the District Court issued a decisiongding the latesexpiring patent (U.S. Patent No. RE 42,461) to &kdvand enforceable. T
District Court's decision was subsequently affirnbgdhe Federal Circuit on appeal on February 132@nd the mandate issued on April
2013. The parties thereafter entered into a stipdlpidgment, and the case was dismissed.
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17. LEGAL AND REGULATORY MATTERS (continued)
Shire LLC, et al. v. Impax Laboratories, Inc., et(&uanfacine)

In December 2010, Shire LLC, Supernus Pharmacdsiticec., 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 ajfimg patent infringeme
for the filing of the Company’s ANDA relating to @nfacine Hydrochloride Tablets, 4 mg, generic twriv ® . In January, 2011 Shi
amended its complaint to add the 1 mg, 2 mg, amag3strengths, based on the Company amending its AAlMDinclude those additior
strengths. The Company filed its answer and coalatiens. The Court issued a claim construction gum June 1, 2012. Trial is schedulec
February 10, 2014.

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

In April 2011, Takeda Pharmaceutical Co., Ltd., @& Pharmaceuticals North America, Inc., TakedarR&eeuticals LLC, and Take
Pharmaceuticals America, Inc. (collectively, “TakBdfiled suit against the Company in the U.S. Distf@urt for the Northern District
California alleging patent infringement based o fiting of the Companyg ANDA relating to Dexlansoprazole Delayed Rele@apsules, &
and 60 mg, generic to DexilaBt. The Company filed an answer and counterclaims. ffiaé court issued a claim construction ruling
April 11, 2012. In November 2012, the Company aaéi€da filed cross motions for summary judgmentnaigg infringement and validity
the patents at issue. On April 8, 2013, the Distliourt ruled on the summary judgment motions #evia: (a) granted the Comparsymotior
for non-infringement of U.S. Patent No. 7,790,789, granted Takeda'motion of infringement of U.S. Patent Nos. 6,868, and 6,462,05
and (c) denied the Company’s motion of invalidity U).S. Patent No. 6,939,971. Trial is scheduledtme 3, 2013.

Purdue Pharma L.P., The P.F. Laboratories, Inc.rdue Pharmaceuticals L.P., Rhodes TechnologiesiBoBRegents of the
University of Texas System, and Grunenthal GmHdkhpax Laboratories, Inc. (Oxycodone)

In April 2011, Purdue Pharma L.P., The P.F. Lalwies, Inc., Purdue Pharmaceuticals L.P., Rhodebridogies, Board of Regents
the University of Texas System, and Grunenthal Gridilectively “Purdue”)filed suit against the Company in the U.S. Dist@cturt for th
Southern District of New York alleging patent imigement based on the filing of the CompamnNDA relating to Oxycodone Hydrochloric
Controlled Release tablets, 10, 15, 20, 30, 40ar&D 80 mg, generic to Oxycontin(related to NDA 022272). The Company filed an an:
and counterclaims. Discovery is proceeding. Nal tlate has been scheduled. In February 2013uPWtarma L.P. and Grunenthal Gn
filed a separate lawsuit against the Company inkglthe same product and ANDA, asserting infringethw# two recently issued patents. -
Company filed an answer and counterclaims in Fer2@13. No trial date has been scheduled.

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

In August 2011, Avanir Pharmaceuticals, Inc., Ava#olding Co., and Center for Neurological Studedi suit against the Company
the U.S. District Court for the District of Delavearlleging patent infringement based on the filofgthe Companys ANDA relating t
Dextromethorphan/Quinidine Capsules, 20 mg/10 regegc of Nuedext& . The Company filed an answer and counterclaims. Cioli&r 8
2012, Avanir Pharmaceuticals, Inc. filed suit aghithe Company in the U.S. District Court for théstbict of Delaware alleging pate
infringement of a new patent, US Patent 8,227,48dued July 24, 2012, also based on the filinghaf Companys ANDA relating t(
Dextromethorphan/Quinidine Capsules, 20 mg/10 negegc of Nuedexta. The Company filed an answera@nahterclaims on October !
2012. A claim construction hearing was conducte®otober 5, 2012. Discovery is proceeding, and isiacheduled for September 9, 2013.

GlaxoSmithKline LLC, et al. v. Impax Laboratori&s;., et al. (Dutasteride/Tamsulosin)
In September 2011, GlaxoSmithKline LLC and Smitmi€liBeecham Corp. filed suit against the ComparthénU.S. District Court f
the District of Delaware alleging patent infringemh®ased on the filing of the CompasyANDA relating to Dutasteride/Tamsulosin Capsi

0.5 mg/0.4 mg, generic of Jalyh. The Company filed an answer and counterclaim. Tia ¢ourt issued a claim construction ruling
November 15, 2012. A bench trial was conductedistpon January 28, 2013, and a decision is pen
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17. LEGAL AND REGULATORY MATTERS (continued)
Cephalon, Inc. et al. v. Impax Laboratories, Ifeeiitanyl Citrate)

In November 2011, Cephalon, Inc. and CIMA Labs, legether “Cephalon™jiled suit against the Company in the U.S. Dist@ctur
for the District of Delaware, alleging patent imifgement of U.S. Patent Nos. 6,200,604, 6,974,58%82/832, and 7,862,833, based or
filing of the Company’s ANDA relating to Fentanylittate Buccal Tablets, 100, 200, 400, 600, and 8@@, generic to Fentor@ . The
Company filed an answer and counterclaims, as agllleclaratory judgment counterclaims to includedtother patents (U.S. Patent |
6,264,981; 8,092,832; and 8,119,158). In respo@sphalon alleged infringement of those three patagainst the Company. The Comg.
also filed a supplemental counterclaim seekingatatbry judgment regarding U.S. Patent No. 8,118, The claims for infringement of U
Patent Nos. 6,200,604 and 6,974,590 were subsdyguksrhissed based on a judgment of invalidity mother case. That decision of invalic
was reversed on appeal. Discovery is ongoingt@ads scheduled for June 24, 2013.

Acura Pharmaceuticals, Inc. v. Impax Laboratorikes,. (Oxycodone HCI)

In October 2012, Acura Pharmaceuticals, Inc., féedt against the Company in the U.S. District @dar the District of Delawal
alleging patent infringement for the filing of t@mpanys ANDA relating to Oxycodone Hydrochloride Tabléisng and 7.5 mg, generic
Oxecta®. In November 2012, the Company filed itsveer and counterclaims. Trial is scheduled foroBGer 27, 2014.

Endo Pharmaceuticals Inc. and Grunenthal GmbH vpdr Laboratories, Inc. and ThoRx Laboratories, I{@xymorphon
hydrochloride); Endo Pharmaceuticals Inc. and Gratiel GmbH v. Impax Laboratories, Inc. (Oxymorphbégdrochloride)

In November 2012, Endo Pharmaceuticals, Inc. anth@rthal GmbH (collectively, “Endo*f)led suit against ThoRx Laboratories, I
a wholly owned subsidiary of the Company (“ThoRxd@pd the Company in the U.S. District Court for 8&uthern District of New Yol
alleging patent infringement based on the filingTbbRx's ANDA relating to Oxymorphone Hydrochloride, Extendl Release tablets, 5, -
10, 15, 20, 30 and 40 mg, generic to Opana ER®lanuary 2013, Endo filed a separate suit agdiesCompany in the U.S. District Court
the Southern District of New York alleging patemffringement based on the filing of the CompanyANDA relating to the san
products. ThoRx and the Company filed an answer @yunterclaims to the November 2012 suit and tbengany filed an answer a
counterclaims with respect to the January 2013 Biaittrial dates have been set.

Purdue Pharma L.P., The P.F. Laboratories, Inc.rdue Pharmaceuticals L.P. and Rhodes Technologitapax Laboratories, Inc.
(Oxycodone HCI)

In January 2013, Purdue Pharma L.P., The P.F. badmes, Inc., Purdue Pharmaceuticals L.P. and &hdéchnologies (collectively
“Purdue”) filed suit against the Company in the LD&strict Court for the Southern District of Newohk alleging patent infringement based on
the filing of the Company’s two ANDASs relating tax@odone Hydrochloride, extended-release tablets:for 10, 15, 20, 30 and 40 mg, and
one for 60 and 80 mg. The dosage forms are getre@dxyContin® (elated to NDA 020553). The Company filed an ansavet counterclain
in February 2013. No trial date has been set.
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17. LEGAL AND REGULATORY MATTERS (continued)
Other Litigation Related to the Company’s Business
Impax Laboratories, Inc. v. Shire LLC and Shire amdiories, Inc. (generic Adderall XR)

On November 1, 2010, the Company filed suit agabfste LLC and Shire Laboratories, Inc. (colleciv&shire”) in the Supreme Col
of the State of New York, alleging breach of coatrand other related claims due to Shire’s faitoréll the Companys orders for the gene
Adderall XR® product as required by the parti&ttlement Agreement and License and Distributigne@ment, each signed in January 2
In November 2010, the case was removed to the DiSrict Court for the Southern District of New Yoby Shire based on divers
jurisdiction. The parties entered into a settlenagreement and the case was dismissed on Febrdia?p13.

Civil Investigative Demand from the FTC

On May 2, 2012, the Company received a Civil Inigadive Demand (“CID")from the United States Federal Trade Commis
(“FTC™) concerning its investigation into the dri®@OLODYN ® and its generic equivalents. According to the FIi® investigation is -
determine whether Medicis Pharmaceutical Corpanatimw a wholly owned subsidiary of Valeant Pharewdicals International, Inc.), t
Company, and six other companies have engaged@mgraged in unfair methods of competition in ée@ing commerce by (i) entering it
agreements regarding SOLODY®N or its generic equivalents and/or (ii) engagingoifer conduct regarding the sale or marketin
SOLODYNZ® or its generic equivalents. The Company is coopegatith the FTC in producing documents and infatiorain response to tl
CID. To the knowledge of the Company no proceedhme been initiated against the Company to dateetier no assurance can be give
to the timing or outcome of this investigation.

Securities and Derivative Class Actions

On March 7, 2013 and April 8, 2013, two class acttomplaints were filed against the Company anthizecurrent and former officers
and directors of the Company in the United Statistriot Court for the Northern District of Califoiby Denis Mulligan, individually and on
behalf of others similarly situated, and HaverRiditirement System, individually and on behalf dfess similarly situated, respectively,
(“Securities Class Actions”) alleging that the Canp and those named officers and directors violdtedederal securities law by making
materially false and misleading statements anaited to disclose material adverse facts to thdipiiconnection with manufacturing
deficiencies at the Hayward, California manufactgracility, including but not limited to the impiathe deficiencies would have on the
Company’s ability to gain approval from the FDA the Company’s branded product candidate, RYTARY{# generic product Concerta.
These two Securities Class Actions have subseguieadin assigned to the same judge. On March 19, 20dender Singh, derivatively on
behalf of the Company, filed a state court actigaimast certain current and former officers and taxrdirectors for breach of fiduciary duty
and unjust enrichment in the Superior Court of3kege of California County of Santa Clara, assgrsimilar allegations as those in the
Securities Class Actions. That action has beeredtagnding resolution of the class action suitaddition, the Company is aware of a letter
from a stockholder demanding action by the Compmbyard of directors to: (i) undertake an indepahdgernal investigation into
management’s alleged violations of Delaware ani@deral law; and (ii) commence a civil action agaimembers of management to recover
damages sustained as a result of alleged breatfida@ary duties. The letter further statesttii@uch action is not commenced within a
reasonable period of time, the stockholder will coence a shareholder’s derivative action on beHatieCompany.
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18. SUPPLEMENTARY FINANCIAL INFORMATION

Selected financial information for the quarterlyipds noted is as follows:

(in $000’s except shares and per share amounts)

Revenue:
Global Product sales, gross
Less:
Chargebacks
Rebates
Product Returns
Other credits

Global Product sales, net

Rx Partner
Other Revenues

Global Division revenues, net

Impax Product sales, gross
Less:
Chargebacks
Rebates
Product Returns
Other credits

Impax Product sales, net

Other Revenues
Impax Division revenues, net

Total revenues

Gross profit

Net income

Net income per share (bas
Net income per share (dilute

Weighted Average:
common shares outstanding:
Basic

Diluted

(unaudited)

Quarter Ended:
March 31, 2013

$ 197,95t

64,34%
30,57:
94
5,16(
97,78¢

3,11«
737
101,63t

69,29:

7,79(
6,23¢
1,49(
7,25¢
46,52

332
46,85:

148,48

57,87

$ 105,44.

»

1.5¢
$ 1.5¢

66,487,47
68,178,35

Quarterly computations of net income per share antsoare made independently for each quarterly tegpperiod, and the sum of 1
per share amounts for the quarterly reporting pisrimay not equal the per share amounts for thetgedaite reporting period.




18. SUPPLEMENTARY FINANCIAL INFORMATION (unaudited) (continued)
Selected financial information for the quarterlyipds noted is as follows:

Quarter Ended:

(in $000’s except shares and per share amounts) March 31, 2012
Revenue:
Global Product sales, gross $ 185,67:
Less:
Chargebacks 39,15t
Rebates 20,58¢
Product Returns (329
Other credits 10,04¢
Global Product sales, net 116,21:
Rx Partner 2,97¢
Other Revenues 4,07¢
Global Division revenues, net 123,26!

Impax Product sales, gross -
Less:
Chargebacks -
Rebates -
Product Returns -
Other credits -

Impax Product sales, net --

Other Revenues 5,301
Impax Division revenues, net 5,30:
Total revenues 128,56
Gross profit 62,55
Net income $ 12,36¢
Net income per share (bas $ 0.1¢
Net income per share (dilute $ 0.1¢

Weighted Average:
common shares outstanding:
Basic 65,122,224

Diluted 67,907,26

Quarterly computations of net income per share antsoare made independently for each quarterly tegpperiod, and the sum of 1
per share amounts for the quarterly reporting pisrimay not equal the per share amounts for thetgedaite reporting period.
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19. SUBSEQUENT EVENTS

In April 2013, the Company and GlaxoSmithKline {l&SK”) announced that they were terminating their collabon for the
development and commercialization of IPX066 outside United States and Taiwanand terminated the License, Development
Commercialization Agreement. Under the terms ef dlgreement entered into in December 2010, G3ight to develop and commercia
IPX066 outside the United States and Taiwan wilhsfer back to Impax, effective at the end of R0¢3. The decision was reached du
delays in the anticipated regulatory approval @ush¢h dates in countries in which GSK has rightsoramercialize the product.
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ITEM 2. Management’s Discussion and Anasjs of Results of Operations and Financial Conditio

The following discussion and analysis, as well giensections in this Quarterly Report on Form@@,0should be read in conjunct
with the unaudited interim consolidated financiatsments and related notes to the unaudited imtewnsolidated financial statements inclt
elsewhere herein.

Statements included in this Quarterly Report onnFdr0-Q not related to present or historical coondsi are “forwardeoking
statements.” Such forwaldeking statements involve risks and uncertaintidsch could cause results or outcomes to differemally from
those expressed in the forward-looking statemeftswardiooking statements may include statements relatmmgur plans, strategi
objectives, expectations and intentions. Words sasctbelieves,” “forecasts,” “intends,” “possiblégstimates,” “anticipates,” “plans,” "will,
“should,” “could” and similar expressions are inded to identify forwardeoking statements. Our ability to predict resutsthe effect ¢
events on our operating results is inherently uagerForwardlooking statements involve a number of risks, utaieties and other factors tl
could cause actual results to differ materiallynfrthose discussed in this Quarterly Report on Fb@AD. Such risks and uncertainties incl
the effect of current economic conditions on owuistry, business, financial position and resultsprations, fluctuations in our revenues
operating income, our ability to promptly correlsétissues raised in the warning letter and Formaot&&rvations received from the FDA,
ability to successfully develop and commercializgagnaceutical products in a timely manner, redustior loss of business with ¢
significant customer, the impact of consolidatidroor customer base, the impact of competition, ahility to sustain profitability and positi
cash flows, any delays or unanticipated expensesoimection with the operation of our Taiwan fagjlithe effect of foreign econom
political, legal and other risks on our operatiabsoad, the uncertainty of patent litigation, theréased government scrutiny on our agreer
with brand pharmaceutical companies, consumer #aeep and demand for new pharmaceutical produwtsimpact of market perceptions
the Company and the safety and quality of our petsjuhe difficulty of predicting FDA filings ancpprovals, our ability to achieve returns
our investments in research and development desyibur inexperience in conducting clinical trialed submitting new drug applications,
inexperience in conducting clinical trials and suting new drug applications, our ability to sucsfedly conduct clinical trials, our reliance
third parties to conduct clinical trials and tegtithe impact of illegal distribution and sale hyrd parties of counterfeits or stolen products
availability of raw materials and impact of intgptions in our supply chain, the use of controlletbstances in our products, disruption
failures in our information technology systems ametwork infrastructure, our reliance on allianced azollaboration agreements,
dependence on certain employees, our ability toptpmuith legal and regulatory requirements govegrtine healthcare industry, the regula
environment, our ability to protect our intelledtymoperty, exposure to product liability claim$ianges in tax regulations, our ability
manage our growth, including through potential agitjons, the restrictions imposed by our creditilfey, uncertainties involved in ti
preparation of our financial statements, our aptfit maintain an effective system of internal cohtiver financial reporting, any manufactur
difficulties or delays, the effect of terroristatks on our business, the location of our manufagfuand research and development facil
near earthquake fault lines, and other risks desdriherein and in our Annual Report on FormKl@er the year ended December
2012. You should not place undue reliance on foiv@oking statements. Such statements speak only #etdate on which they are me
and we undertake no obligation to update or resisg forwardlooking statement, regardless of future developmentavailability of ne
information, except to the extent required by aggilie law.

RYTARY™ is a trademark of Impax Laboratories, I@ther names are for informational purposes onlyaredused to identify
companies and products and may be trademarksioféspective owners.
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Overview

We are a technology based, specialty pharmacewtapany applying formulation and development etperas well as our dr
delivery technology, to the development, manufactmd marketing of controlle@ease and niche generics, in addition to theldpweent o
branded products. We operate in two segments,regfdo as the “Global Pharmaceuticals Division™@tobal Division” and the Impax
Pharmaceuticals Division” or “Impax DivisionThe Global Division concentrates its efforts on thevelopment, manufacture, sale
distribution of our generic products, which are fifearmaceutical and therapeutic equivalents ofdreme drug products and are ust
marketed under their established nonproprietary drames rather than by a brand name. The ImpaisiDivis currently focused on 1
development of proprietary brand pharmaceuticatipcts that we believe represent improvements &adirapproved pharmaceutical prodt
addressing central nervous system (“CNS”) disordEne Impax Division is also engaged in the salk @istribution of Zomid® (zolmitriptan’
products, indicated for the treatment of migraimadaches, under the terms of a Distribution, Liee@sevelopment and Supply Agreen
(“AZ Agreement”) with AstraZeneca UK Limited (“AstraZeneca”)in the United States and in certain U.S. terrimrieach of the Glob
Division and the Impax Division also generates mesme from research and development services providedinrelated thirgparty
pharmaceutical entities .

We plan to continue to expand our Global Divisibmotigh targeted ANDAs and a first-to-file and fitstmarket strategy and tc
continue to evaluate and pursue external growthatives, including acquisitions and partnershiggée focus our efforts on developi
manufacturing, selling and distributing controllelease generic versions of selected bnaauahe pharmaceuticals covering a broad ran
therapeutic areas and having technically challengirugdelivery mechanisms or unique product formulatio&e employ our technologi
and formulation expertise to develop generic prigltitat reproduce brand-name produptsysiological characteristics but do not infringsy
valid patents relating to such brandme products. Generic products contain the sattigeaingredient and are of the same rout
administration, dosage form, strength and indicgtipas branagiame products already approved for use in the UrStates by the FDA. V
generally focus our generic product developmenbramdname products as to which the patents coveringdtiee pharmaceutical ingredi
have expired or are near expiration, and we empioyproprietary formulation expertise to develomicolledtelease technologies that do
infringe patents covering the brand-name produmstrolledrelease technologies. We also develop, manufacdalieand distribute specia
generic pharmaceuticals that we believe presentoormaore competitive advantages, such as difficidtyaw materials sourcing, comp
formulation or development characteristics or sglesandling requirements. Our Global Division afgmerates revenues from researck
development services provided under a joint devekmt agreement with an unrelated thiaty pharmaceutical entity. In addition to
focus on solid oral dosage products, we have redga our generic pharmaceutical products portftdianclude alternative dosage fc
products, primarily through alliance and collabmmatagreements with third parties, such as our ldgmeent, supply and distribution agreen
with TOLMAR, Inc. (“Tolmar”) pursuant to which we received an exclusive licdansgommercialize up to 11 generic topical pres@miptrug
products, including nine currently approved produid two products pending at the FDA, in the Uh8eates and its territories.

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

the “Global Product” sales channé: generic pharmaceutical prescription productsse# directly to wholesalers, lar
retail drug chains, and others;

» the“Private Label” sales channel generic pharmaceutical over-the-counter (“OT@&#d prescription products we sel
unrelated third parties who in-turn sell the pradueder their own label;

» the “Rx Partner” sales channel generic prescription products sold through uneglahirdparty pharmaceutical entiti
pursuant to alliance and collaboration agreememd;

» the “OTC Partner” sales channel sales of generic pharmaceutical OTC products Huldugh an unrelated thinghrty
pharmaceutical entity pursuant to an alliance alilcoration agreement.

As of April 26, 2013, we marketed 127 generic phacautical products representing dosage variatib33 alifferent pharmaceutic
compounds through our Global Division, and 14 otgeneric pharmaceutical products, representing geosariations of four differe
pharmaceutical compounds, through our alliance alidboration agreement partners. As of April 2613, our marketed generic prodt
included, but are not limited to, authorized geméilderall XR®, Fenofibrate (generic to Lofibra®@hd Oxymorphone HCI ER (generic
Opana® ER).
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The Impax Division is focused on developing profanig branded pharmaceuticals products for thertreat of CNS disorders, whi
include epilepsy, migraine, multiple sclerosis d&atkinsons disease, and the promotion and sale of brandashgiteutical products throt
our specialty sales force. We believe that we hheeresearch, development and formulation exgettisdevelop branded products that
deliver significant improvements over existing #i@es.

Our branded pharmaceutical product portfolio caesi$ commercial CNS products and development gtagjects. In February 20:
we licensed from AstraZeneca the exclusive U.S.meraial rights to Zomi§ (zolmitriptan) tablet, orally disintegrating tablefyd nasal spr:
formulations pursuant to the terms of the AZ Agreetn and began sales of the Zomig®&ducts under our label during the year el
December 31, 2012 through our specialty sales féxseart of the AZ Agreement, we also have eanlusive rights to develop new prodt
containing zolmitriptan and to exclusively commalize these products in the United States in caioreevith the Zomig® brand. With th
addition of Zomig® to the promotional product portfolio, we increasenl specialty sales team during 2012.

In the development of our pipeline products, wehapprmulation and development expertise to devealdferentiated, modified,
controlled-release versions of drug substancesatieaturrently marketed either in the U.S. or aleshe U.S. We currently have one latagt
branded pharmaceutical product candidate which weedeveloping internally, RYTARY™ (IPX066) for thieeatment of symptoma
Parkinsons disease, for which an NDA was accepted for filaygthe FDA in February 2012. In January 2013, EB&A issued a Comple
Response Letter regarding the NDA for RYTARY™. Ariplete Response Letter is issued by the FDBénter for Drug Evaluation a
Research when the review cycle for a pharmaceypicaduct candidate is complete and the applicasonot yet ready for approval. In 1
Complete Response Letter, the FDA indicated thegqtired a satisfactory iaspection of our Hayward manufacturing facility asesult ¢
the warning letter issued to us in May 2011 betbeeNDA may be approved by the FDA due to the iigtd involvement in the developm
of RYTARY™ and supportive manufacturing and digttibn activities. During the assessment of the Niu&, withdrew our Hayward site
an alternative site of commercial production anizufor RYTARY™. We are currently working with tHéDA on the appropriate next st
for the RYTARY™ NDA and on resolving the warningtés.

Our branded product pharmaceutical programs inlmgax Division previously included a program forXiF59, an oral controlled-
release formulation for the potential treatmenhufderate to severe Restless Legs Syndrome (“RLAter a review of the results from 1
Phase IlIb clinical study of IPX159 in patients, determined that although the results showed a madgsovement in addressing R
symptoms, such results from the study did not aghthe statistical criteria for its primary effigaendpoints compared to placebo. Give t
results, in midFebruary 2013, we discontinued our developmentraragor IPX159 and redirected our resources toather programs. W
also have a number of other product candidatesaretin varying stages of development. We inteneéxpand our portfolio of brand
pharmaceutical products through internal developraed through licensing and acquisition.

We have entered into several alliance and colldlmoragreements with respect to certain of our pot&land services and may e
into similar agreements in the future. These agesgsntypically obligate us to deliver multiple gesodnd/or services over exten
periods. Such deliverables include manufacturestrphceutical products, exclusive and sewglusive marketing rights, distribution licen:
and research and development services. Our aliand collaboration agreements often include nuitet and provide for milestone paym
upon achievement of these milestones. For mordtion about the types of milestone events inagreements and how we categc
them, see “ltem 1. Financial Statements — Noteollaterim Consolidated Financial Statements.”

Pursuant to a license and distribution agreemeatame dependent on a thipdsty pharmaceutical company to supply us with
authorized generic Adderall XR , which we market and sell. We experienced disrugticelated to the supply of our authorized ge
Adderall XR® from this third-party pharmaceutical company. lovidmber 2010, we filed suit against the thpatty supplier of our authoriz
generic of Adderall XR® for breach of contract and other related claims ttua failure to fill our orders as required by tlimense an
distribution agreement. We entered into a settigragreement and an amended and restated liceds#isanbution agreement with the th
party supplier in February 2013. If we suffer sypgisruptions related to our authorized generic é&xdtl XR® product in the future, o
revenues and relationships with our customers neamterially adversely affected. Further, we matgeinto similar license and distribut
agreements in the future.
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Quality Control

In late May 2011, we received a warning letter frtm FDA related to an osite FDA inspection of our Hayward, Califor
manufacturing facility conducted between Decemk#r 2010 and January 21, 2011. In the warning letter FDA cited deviations fra
current Good Manufacturing Practices (cGMP), whach extensive regulations governing manufacturiragtices for finished pharmaceuti
products and which establish requirements for maetufing processes, stability testing, record kegpind quality standards and controls
summary, the FDA observations set forth in the \wayretter related to sampling and testing ofphecess materials and drug prodt
production record review, and our process for itigaing the failure of certain manufacturing bash(or portions of batches) to
specifications.

During the quarter ended March 31, 2012 and thetguanded March 31, 2013, the FDA conducted inspes of our Haywar
manufacturing facility and at the conclusion of leétspection, we received a Form 483. The Formid83ed in 2012 contained observat
primarily relating to our Quality Control Laborayoand the Form 483 issued during the quarter edacth 31, 2013 contained seve
observations pertaining to the operations of thewsad facility, three of which were designated Ime VDA as repeat observations fi
inspections that occurred prior to the warningelettAfter the issuance of the Form 483 in 2012 yweee notified by the FDA that a satisfaci
re-inspection of our Hayward manufacturing facility wid be required to close out the warning lettenc& our receipt of the warning lette!
late May 2011 to date, we have provided the FDAwititten responses and subsequent updates in ciiomevith the warning letter and 1
Form 483 observations and have continued to cotperith the FDA to resolve the warning letter ahd Form 483 observations. The F
observations do not currently place restriction®onability to manufacture and ship our products.

We have taken a number of steps to thoroughly wewier quality control and manufacturing systems atashdards and are work
with several thirgparty experts to assist us with our review andsassienhancing such systems and standards. Tdris i ongoing and v
are committed to improving our quality control amé@nufacturing practices. We cannot be assuredebhenythat the FDA will be satisfi
with our corrective actions and as such, we cahaassured of when the warning letter will be aoget. Unless and until the warning lette
closed out, it is possible we may be subject tatexhdl regulatory action by the FDA as a resulitlué 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 regoily approvals. Additionally, the FDA has withtheind may continue to withhold apprc
of pending drug applications listing our Haywardjli€rnia facility as a manufacturing location ohihed dosage forms until these F
observations are resolved. Further, other fedegehcies, our customers and partners in our adiadevelopment, collaboration and o
partnership agreements with respect to our prodats services may take the warning letter into aetavhen considering the award
contracts or the continuation or extension of spatinership agreements. If we are unable to prgngatirect the issues raised in the war
letter, our business, consolidated results of dipmr®and consolidated financial condition couldeerially adversely affected.
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Critical Accounting Estimates

The preparation of our consolidated financial stests in accordance with accounting principles ghlyeaccepted in the Unit
States (“GAAP”) and the rules and regulations & th.S. Securities & Exchange Commission (“SE@9uire the use of estimates
assumptions, based on complex judgments considessibnable, and affect the reported amounts otsaasel liabilities and disclosure
contingent assets and contingent liabilities at diage of the consolidated financial statements #wedreported amounts of revenues
expenses during the reporting period. The mostifiignt judgments are employed in estimates usedetermining values of tangible ¢
intangible assets, legal contingencies, tax assadstax liabilities, fair value of shalmsed compensation related to equity incentive @s
issued to employees and directors, and estimatzgsinsapplying the Compars/revenue recognition policy including those redai® accrue
chargebacks, rebates, distribution service feesdymt returns, Medicare, Medicaid, and other gowemt rebate programs, shetbcl
adjustments, and the timing and amount of defemed recognized revenue and deferred and amortizuufiacturing costs under -
Company's several alliance and collaboration ageeésn Actual results may differ from estimatedulss Certain prior year amounts h
been reclassified to conform to the current yeas@ntation.

Although we believe our estimates and assumptiomsesmsonable when made, they are based upon tfiormavailable to us at t
time they are made. We periodically review thedextaving an influence on our estimates and, éeasary, adjust such estimates. Althc
historically our estimates have generally beenaealsly accurate, due to the risks and uncertainmtieslved in our business and evolv
market conditions, and given the subjective eleroétihe estimates made, actual results may diffanfestimated results. This possibility r
be greater than normal during times of pronounoethemic volatility.

Global Product sales, net, and Impax Product safet, We recognize revenue from direct sales in accmelavith SEC Sta
Accounting Bulletin No. 104, Topic 13 "Revenue Rguition” (“SAB 104”). We recognize revenue from direct product salebatime title
and risk of loss pass to customers, which is géigesden product is received by the customer. Wiatdish accrued provisions for estime
chargebacks, rebates, distribution service feesjuymt returns, sheBtock and other pricing adjustments in the periadrecord the relat
sales.

Consistent with industry practice, we record amaed provision for estimated deductions for chaagéb, rebates, distribution sen
fees, product returns, Medicare, Medicaid, and rojogernment rebate programs, statiek adjustments, and other pricing adjustmentte
same period when revenue is recognized. The otgeofirecording provisions for these deductionthattime of sale is to provide a reason
estimate of the aggregate amount we expect to afiéily credit our customers. Since arrangementsgivise to the various sales credits
typically time driven (i.e. particular promotionstiling customers who make purchases of our prteddaring a specific period of time,
certain levels of rebates or chargebacks), thedediiens represent important reductions of the artwthose customers would otherwise
us for their purchases of those products. Custotyeisally process their claims for deductions ineasonably timely manner, usually wit
the established payment terms. We monitor actuaditmemos issued to our customers and comparalaatoounts to the estima
provisions, in the aggregate, for each deductidegmay to assess the reasonableness of the vaeseves at each quarterly balance sheet
Differences between our estimated provisions amubhcredits issued have not been significant,amedaccounted for in the current period
change in estimate in accordance with GAAP. We dbhave the ability to specifically link any parlar sales credit to an exact s
transaction and since there have been no matéffiatahces, we believe our systems and procedusesdequate for managing our busir
An event such as the failure to report a particpl@motion could result in a significant differenoetween the estimated amount accruec
the actual amount claimed by the customer, andewhere have been none to date, we would evathatparticular events and factors gi\
rise to any such significant difference in deterimgnthe appropriate accounting.
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Chargebacks. We have agreements establishing contract primesgecified products with some of our indirecttonsers, such
managed care organizations, hospitals, and govertnagencies who purchase our products from drugleshters. The contract prices
lower than the prices the customer would otherwiag to the wholesaler, and the difference is refeto as a chargeback, which gene
takes the form of a credit memo issued by us tagedhe gross sales amount we invoiced to our whtde customer. We recognize
estimated accrued provision for chargeback dedustad the time we ship the products to our whotgsalistomers. The primary factors
consider when estimating the accrued provisiorthargebacks are the average historical chargeladksgiven, the mix of products shipg.
and the amount of inventory on hand at the majogdrholesalers with whom we do business. We momiggregate actual chargebe
granted and compare them to the estimated accmoeision for chargebacks to assess the reasonaslasfehe chargeback reserve at
quarterly balance sheet date. The following tébkerollforward of the activity in the chargeback resemwethe three months ended March
2013 and the year ended December 31, 2012:

March 31, December 31,
2013 2012
($in 000’s)

Chargeback reserve

Beginning balance $ 18,41 $ 22,16
Provision recorded during the period 72,13t 209,45:
Credits issued during the period (73,544 (213,209
Ending balance $ 17,00 $ 18,41(
Provision as a percent of gross product sales 27% 22%

As noted in the table above, the provision for gbebacks, as a percent of gross product sales agenle5% during the three mao
period ended March 31, 2013 as a result of chamg#e estimated provision for chargebacks relatedur Impax-labeled Zomig®roduct:
which we commenced selling during 2012, based erathilability of actual historical data.

Rebates. In an effort to maintain a competitive positionthe marketplace and to promote sales and custtmy&ity, we maintai
various rebate programs with our customers to wha@market our products through our Global Divis®lobal Products sales channel.
rebates generally take the form of a credit memoetluce the invoiced gross sales amount chargedctsstomer for products shipped.
recognize an estimated accrued provision for reblaguctions at the time of product shipment. Thenary factors we consider wh
estimating the provision for rebates are the awetaigtorical experience of aggregate credits issthesl mix of products shipped and
historical relationship of rebates as a percentddetal gross product sales, the contract terntscamditions of the various rebate progran
effect at the time of shipment, and the amounnheéntory on hand at the major drug wholesalers whith we do business. We also mor
aggregate actual rebates granted and compare théma estimated aggregate provision for rebatessess the reasonableness of the agg
rebate reserve at each quarterly balance sheet @a&efollowing table is a roflerward of the activity in the rebate reserve toz three montt
ended March 31, 2013 and the year ended Decemb@032:

March 31, December 31,
2013 2012
($in 000’s)

Rebate reserve

Beginning balance $ 46,01 $ 29,16¢
Provision recorded during the period 36,80¢ 111,09¢
Credits issued during the period (34,557) (94,257)
Ending balance $ 48,267 $ 46,01
Provision as a percent of gross product sales 14% 12%

As noted in the table above, the provision for tebaas a percent of gross product sales, increhsedy the three month period en
March 31, 2013 as a result of product sales mixyelsas higher levels of rebates offered on ouhatized generic Adderall XR® products.
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Returns. We allow our customers to return product (i) pfpeoved by authorized personnel in writing or blepaone with the Ic
number and expiration date accompanying any recaras{(ii) if such products are returned within sienths prior to, or until twelve mont
following, the productsexpiration date. We estimate and recognize anuadcprovision for product returns as a percentdggrass sale
based upon historical experience of product salés. estimate the product return reserve using #rigal lag period, which is the tir
between when the product is sold and when it isnalely returned, and return rates, adjusted biynests of the future return rates base
various assumptions, which may include changenttrnal policies and procedures, changes in busipesctices, and commercial terms \
customers, competitive position of each productpamh of inventory in the wholesaler supply chaime introduction of new products ¢
changes in market sales information. We also densither factors, including significant market gas which may impact future expec
returns, and actual product returns. We monitgreggate actual product returns on a quarterly asiswe may record specific provisions
product returns we believe are not covered by titsibpercentages. The following table is a follward of the activity in the product retu
reserve for the three months ended March 31, 208d3ke year ended December 31, 2012:

March 31, December 31,
2013 2012
($in 000’s)

Returns reserve

Beginning balance $ 23,44C % 24,10
Provision related to sales recorded in the period 1,584 3,00:
Credits issued during the period (1,079 (3,664
Ending balance $ 23,95 % 23,44(
Provision as a percent of gross product sales 0.€% 0.2%

As noted in the table above, the provision for meguas a percent of gross product sales remaitetil/edy consistent during the thi
month period ended March 31, 2013, as compareldetpitior year period. Our historical experiencer&turns has continued to remain lov
recent years due to low levels of returns for é¢erdé our high volume products such as our fenatfibproducts.
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Medicaid and Other Government Pricing Program#és required by law, we provide a rebate paymentiaugs dispensed under
Medicaid, Medicare Part D, TRICARE, and other WgBvernment pricing programs. We determine our egtnof the accrued rebate res:
for government programs primarily based on histdréxperience of claims submitted by the varioasest and other jurisdictions, and any
information regarding changes in the pricing praggavhich may impact our estimate of rebates. Ierd@hing the appropriate accrual amo
we consider historical payment rates and processiggior outstanding claims and payments. We kastimates for government ret
payments as a deduction from gross sales, wittegponding adjustments to accrued liabilities. Tberwal for payments under governn
pricing programs totaled $25,097,000 and $33,7®&00f March 31, 2013 and December 31, 2012, ctéspy. The decrease from the pi
year period is primarily the result of a lower pontof our sales coming from Medicaid patiel

Shelf-Stock AdjustmentsBased upon competitive market conditions, we meduce the selling price of some of our produc
customers for certain future product shipments. M&y issue a credit against the sales amount tastormer based upon their remair
inventory of the product in question, provided thestomer agrees to continue to make future purshasgroduct from us. This type
customer credit is referred to as a ststifek adjustment, which is the difference betwden gales price and the revised lower sales
multiplied by an estimate of the number of produmits on hand at a given date. Decreases in sgqilicgs are discretionary decisions mad
us in response to market conditions, includingnestied launch dates of competing products and estimdeclines in market price. 1
accrued reserve for shelf-stock adjustments tothddd8,000 and $390,000 as of March 31, 2013 anémber 31, 2012, respectively.

Rx Partner and OTC Partner.Each of our Rx Partner and OTC Partner agreemewtdves multiple deliverables in the form
products, services and/or licenses over extenddaddse Financial Accounting Standards Board (“FABBtcounting Standards Codificati
™ (“ASC”) Topic 605-25 supplemented SAB 104 providiggidance for accounting for such multiglement revenue arrangements. \
respect to our multiplelement revenue arrangements, we determine whettyeor all of the elements of the arrangement shbal separat:
into individual units of accounting under FASB ASGpic 60525. If separation into individual units of accoungfiis appropriate, we recogn
revenue for each deliverable when the revenue retog criteria specified by SAB 104 are achieved the deliverable. If separation is
appropriate, we recognize revenue and related tdineanufacturing costs over the estimated life @& #lgreement or our estimated expe
period of performance using either the straight-limethod or a modified proportional performancehoet

The Rx Partners and OTC Partners agreements abligato deliver multiple goods and/or services adended periods. St
deliverables include manufactured pharmaceuticadiyets, exclusive and semkclusive marketing rights, distribution licensasd researc
and development services. In exchange for thebeedables, we receive payments from our agreerpartners for product shipments
research and development services, and may alsiveeother payments including royalty, profit shati upfront payments, and peric
milestone payments. Revenue received from ouneestfor product shipments under these agreememgsnerally not subject to deducti
for chargebacks, rebates, product returns, and ptie@ng adjustments. Royalty and profit sharargounts we receive under these agreer
are calculated by the respective agreement panvigtr,such royalty and profit share amounts gemetahsed upon estimates of net pro
sales or gross profit which include estimates ofudéions for chargebacks, rebates, product retuand, other adjustments the allia
agreement partners may negotiate with their custom&e record the agreement partner's adjustntersisch estimated amounts in the pe
the agreement partner reports the amounts to us.

We apply the updated guidance of ASC 605-25, “NdldtiElement Arrangementsto the Strategic Alliance Agreement with T
Pharmaceuticals Curacao N.V., a subsidiary of TRivamaceutical Industries Ltd. (“Teva AgreementJe look to the underlying delivery
goods and/or services which give rise to the paynoénconsideration under the Teva Agreement to rddtee the appropriate rever
recognition. Consideration received as a resuleséarch and developmemetated activities performed under the Teva Agregninitially
deferred and recorded as a liability captioned @befd revenue”. We recognize the deferred revenug straightine basis over our expeci
period of performance for such services. Constaerareceived as a result of the manufacture arlivedg of products under the Te
Agreement is recognized at the time title and agkoss passes to the customer which is generaiigmnwthe product is received by Teva.
recognize profit share revenue in the period earned
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OTC Partner revenue is related to our allianceaidboration agreement with Pfizer Inc. (forméifyeth) with respect to the sup
of over-the-counter pharmaceutical products. TAR€ @artner sales channel is no longer a core dreardusiness, and the over-tbadnte
pharmaceutical products we sell through this salemnel are older products which are only soldfieeP, and which we sell at a loss. ~
manufacturing of the over-thmsunter pharmaceutical products is our only comtigwbligation under this agreement with Pfizam. okder t
avoid deferring the losses we incur upon shipménhese products to Pfizer, Inc., we recognize meree and the associated manufactt
costs, at the time title and risk of loss passeRfizer which is generally when the product is pligh by us. We recognize profit share rew
in the period earned.

Research Partner We have entered into development agreementsumitblated thirgparty pharmaceutical companies under w
we are collaborating in the development of fivendatological products, including four generic prouand one branded dermatolog
product, and one branded CNS product. Under eatiheodevelopment agreements, we received an upfeenwith the potential to recei
additional milestone payments upon completion aitiaxtually specified clinical and regulatory mitases. Additionally, we may also rece
royalty payments from the sale, if any, of a susfidly developed and commercialized branded produxter one of the developm
agreements. We defer and recognize revenue reciimadthe provision of research and developmentises, including the upfront paymu
and the milestone payments received before Jariy@®11 on a straight line basis over the expegtetbd of performance of the research
development services. We recognize revenue retéigen the achievement of contingent research aveldpment milestones after Januai
2011 currently in the period such payment is eari&@ will recognize royalty fee income, if any,@srent period revenue when earned.

Promotional Partner. We entered into a promotional services agreeméhtan unrelated thirgarty pharmaceutical company un
which we provided physician detailing sales cadis/Ees to promote certain of the unrelated thiadypcompanys branded drug products. '
received service fee revenue in exchange for proyithis service. We recognized revenue from tlowigion of physician detailing sales ¢
as such services were rendered. Our obligatioqsaeide physician detailing sales calls under gh@motional services agreement ende
June 30, 2012.
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Estimated Lives of Alliance and Collaboration Agremts. The revenue we receive under our alliance andlmmiation agreements
not subject to adjustment for estimated chargebaekstes, product returns and other pricing adjasts as such adjustments are includ
the amounts we receive from our alliance partnefswever, because we may defer revenue we recaigierwur alliance agreements,
recognize it over the estimated life of the relaagdeement, or our expected period of performaneeare required to estimate the recogn
period under each such agreement in order to deterthe amount of revenue to be recognized in @aclod. Sometimes this estimat
based on the fixed term of the particular alliaageeement. In other cases the estimate may be bas@dre subjective factors as noted ir
following paragraphs. While changes to the estichagzognition periods have been infrequent, suengés, should they occur, may ha
significant impact on our consolidated financiatsments.

As an illustration, the consideration received frime provision of research and development serviceier the Joint Developmt
Agreement with Valeant Pharmaceuticals Internatidna. (“Valeant Agreement”)including the upfront fee and milestone paymentgirec
before January 1, 2011, have been initially deteard are being recognized as revenue on a stitighbasis over our expected perioc
performance to provide research and developmenticssrunder the Valeant Agreement. The completibthe final deliverable under t
Valeant Agreement represents the end of our estiinexpected period of performance, as we will hawdurther contractual obligation
perform research and development services undevdleant Agreement, and therefore the earningsgswiill be complete. The expec
period of performance was initially estimated to@d8 month period, starting in December 2008, umaeipt of the $40.0 million upfrc
payment, and ending in November 2012. During & ¥ended December 31, 2012, we extended the ehé ofvenue recognition period
the Valeant Agreement from November 2012 to Nover2843 and during the three month period ended Maidg 2013, we further extenc
the end of the revenue recognition period for tpeeement from November 2013 to December 2014 debdages in the estimated timing
completion of certain research and developmenvitie8 under the agreement. This change in estimwate made on a prospective basis
resulted in a reduced amount of revenue recogriz#te three month period ended March 31, 2013 oaspared to preceding quarters, a
reduced periodic amount of revenue to be recognizéature periods. If there are additional chanigpethe estimated timing of the complet
of the final deliverable under the Valeant Agreeméme revenue recognition period will change agor@spective basis at such time the e
occurs. If we were to further extend the reveragmgnition period, the amount of revenue recognizddture periods would further reduce.
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Third-Party Research and Development Agreements.addition to our own research and developmesburces, we may L
unrelated thirgparty vendors, including universities and independeesearch companies, to assist in our research davelopmer
activities. These vendors provide a range of mebeand development services to us, including cdihiand bicequivalency studies. V
generally sign agreements with these vendors waathblish the terms of each study performed by thealuding, among other things,
technical specifications of the study, the paymsctiedule, and timing of work to be performed. digparty researchers generally ¢
payments either upon the achievement of a milestmnen a pre-determined date, as specified in eagaty agreement. We account for third
party research and development expenses as théycareed according to the terms and conditionthefrespective agreement for each s
performed, with an accrued expense at each balsimeet date for estimated fees and charges incbyrads, but not yet billed to us. \
monitor aggregate actual payments and compare théhe estimated provisions to assess the reasaresd of the accrued expense balar
each quarterly balance sheet date.

Share-Based CompensatioWe recognize the grant date fair value of eadlon@and restricted share over its vesting periGgtion:
and restricted shares granted under the 2002 ktrover a three or four year period and havena téten years. We estimate the fair valu
each stock option award on the grant date usingBthek-Scholes-Merton optiopricing model, wherein: expected volatility is bdser
historical volatility of our common stock, and ofpaer group for the period of time our common staas deregistered, over the pe
commensurate with the expected term of the stotkrmp We base the expected term calculation eridimplified” method described in S/
No. 107, Shar-Based Payment and SAB No. 110, ShBased Payment, because it provides a reasonabteatsin comparison to our act
experience. We base the rigke interest rate on the U.S. Treasury yield feafat the time of grant for an instrument witimaturity that i
commensurate with the expected term of the sto¢lormp The dividend yield is zero as we have ngad cash dividends on our comn
stock and have no present intention to pay castetds.

Income Taxes.We are subject to U.S. federal, state and logaime taxes and Taiwan R.O.C. income taxes. Weeceedeferred t¢
asset, or a deferred tax liability, when we hawveperary differences between the financial staternantying values (GAAP) and the tax be
of our assets and liabilities.

We calculate our interim income tax provision it@clance with FASB ASC Topics 270 and 740. Atehd of each interim peric
we make an estimate of the annual U.S. domestidaeayn jurisdictions’expected effective tax rates and apply these tatdweir respectiv
yearto-date taxable income or loss. The computation oftirual estimated effective tax rates at eachimtperiod requires certain estime
and assumptions including, but not limited to, thepected operating income for the year, projectiohthe proportion of income (or lo
earned and taxed in the United States, and theusstate and local tax jurisdictions, as wellsjtrrisdictions outside the United States, a
with permanent differences, and the likelihood efedred tax asset utilization. The accounting estii® used to compute the provision
income taxes may change as new events occur, nxpexience is acquired, or additional informationotstained. The computation of
annual estimated effective tax rate includes medifons, which were projected for the year, forreimsed compensation charges and fe
and state research and development credits, antbagso In addition, the effect of changes in eeditax laws, rates, or tax status is recogr
in the interim period in which the respective chawogcurs.

Fair Value of Financial InstrumentsOur cash and cash equivalents include a portfdlltgh-quality credit securities, including U
Government sponsored entity securities, treasullg, bkdorporate bonds, shagrm commercial paper, and/or high rated money &l
funds. Our entire portfolio matures in less thare year. The carrying value of the portfolio apgmated the market value at March
2013. We carry our deferred compensation liabidityfair value, based upon observable market valMés had no debt outstanding a:
March 31, 2013. Our only remaining debt instrumaniarch 31, 2013 was our credit facility with WéeFargo Bank, N.A., which would
subject to variable interest rates and principghpents should we decide to borrow under it.

Contingencies. In the normal course of business, we are subjeloiss contingencies, such as legal proceedindslaims arising ol
of our business, covering a wide range of matfacduding, among others, patent litigation, shatdeolawsuits, and product and clinical t
liability. In accordance with FASB ASC Topic 45@entingencies, we record accrued loss contingende it is probable a liability will
incurred and the amount of loss can be reasonakim&ed and we do not recognize gain contingenaiéisrealized.
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Goodwill. In accordance with FASB ASC Topic 350, "Goodwilda@ther Intangibles”, rather than recording pegainortization ¢
goodwill, goodwill is subject to an annual asses#nii@er impairment by applying a fair-valumsed test. Under FASB ASC Topic 350, if
fair value of the reporting unit exceeds the rapgrunit’'s carrying value, including goodwill, then goodw#liconsidered not impaired, mak
further analysis not required. We consider eacbunfGlobal Division and Impax Division operatinggsnents to be a reporting unit, as th
the lowest level for each of which discrete finah@nformation is available. We attribute the emttarrying amount of goodwill to the Glo
Division. We concluded the carrying value of goodtlwias not impaired as of December 31, 2012, asfdirevalue of the Global Divisic
exceeded its carrying value. We perform our angoabwill impairment test in the fourth quarter aicl year. We estimate the fair value of
Global Division using a discounted cash flow madi@elboth the reporting unit and the enterprisewali as earnings and revenue multiples
common share outstanding for enterprise fair valneaddition, on a quarterly basis, we perform giew of our business operations
determine whether events or changes in circumssamaee occurred that could have a material adwedfset on the estimated fair value of
reporting unit, and thus indicate a potential innpeint of the goodwill carrying value. If such ev@nt changes in circumstances were det
to have occurred, we would perform an interim immaint analysis, which may include the preparatiba discounted cash flow model,
consultation with one or more valuation specialigisanalyze the impact, if any, on our assessmithte reporting unis fair value. To date, v
have not deemed there to be any significant advehseges in the legal, regulatory or business enwient in which we conduct ¢
operations.
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Results of Operations
Three Months Ended March 31, 2013 Compared to the Airee Months Ended March 31, 2012

Overview:

The following table sets forth our summarized, cidgted results of operations for the three mgahods ended March 31, 2013 .

2012:
Three Months Ended
March 31, March 31, Increase/
2013 2012 (Decrease)
(in $000’s) (unaudited)
$ %
Total revenues $ 148,48¢ $ 128,56¢ $ 19,92 15%
Gross profit 57,87 62,55 (4,682) (7%
Income from operations 4,271 18,46¢ (14,199 (77)%
Income before income taxes 153,72( 18,63« 135,08t nm
Provision for income taxes 48,27¢ 6,26¢ 42,00¢ nm
Net income $ 105,44: $ 12,36 $ 93,071 nm

*nm-not meaningful

Net income for the three month period ended Marth2®13 was $105.4 million, an increase of $93.llionias compared to $1-
million for the three month period ended March 2Q12. The increase was primarily attributable 8182 million gain in connection with t
settlement of litigation under the June 2010 seiiet and license agreement with Endo which we dexbas other income in the three m
period ended March 31, 2013, as well as the recéipt$48 million payment from Shire in the threenth period ended March 31, 2013
connection with the settlement of litigation. Indéebn, total revenues increased as compared tedhee period in 2012, primarily as a resu
sales of Impax-labeled Zomi@tablets which we began selling in the three morgtigad ended June 30, 2012, and sales of Iniphate
Zomig @ orally-disintegrating tablets and nasal spray which weabegglling in the three month period ended Septer@be 2012. The:
amounts were partially offset by decreased revérare our Global Products and increased cost ofrrege primarily as a result of invent
reserves recorded during the three month perioédiiarch 31, 2013, both discussed below. In additselling, general and administrai
expenses and income taxes increased in the thrathmeriod ended March 31, 2013, as compared tetioe year period. We continued
earn significant revenues and gross profit fronesalf our authorized generic Adderall ¥Rroducts and fenofibrate products during the 1
months ended March 31, 2013, despite increased efitiop for such products, as discussed below. dditeon, we generated significi
revenues as a result of the launch of our oxymarphoydrochloride extendedlease tablets in January 2013. With respect tcaathorize:
generic Adderall XR® products we have experienced significant declinelsoth market share and average net selling peses result of ¢
unrelated pharmaceutical company receiving FDA aygdrin June 2012 for a competitor product and tieigig to market their product. W
respect to our fenofibrate products, in October22@lcompetitor product to our fenofibrate capguteduct was approved for sale by the F
and began being marketed. Any further diminutiothie consolidated revenue and/or gross profit ofemthorized generic Adderall XRanc
fenofibrate products, or any of our other produdtee to competition and/or product supply delaydisruptions or any other reasons in fu
periods may materially and adversely affect oursotidated results of operations in such futurequisi
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Global Division
The following table sets forth results of operasidar the Global Division for the three month pesaended March 31, 2013 and 20

Three Months Ended

March 31, March 31, Increase/
2013 2012 (Decrease)

(in $000’s) (unaudited)
Revenues: $ %

Global Product sales, net $ 97,78 $ 116,21: $ (18,42¢) (16)%

Rx Partner 3,11« 2,97¢ 13€ 5%

Other Revenues 737 4,07¢ (3,339 (82)%
Total revenues 101,63¢ 123,26! (21,629 (18)%
Cost of revenues 61,444 63,10¢ (1,662) 3)%
Gross profit 40,19: 60,15¢ (19,967 (33)%
Operating expenses:

Research and development 11,71: 10,67: 1,03¢ 10%

Patent litigation expense 4,27¢ 4,03¢ 24C 6%

Selling, general and administrative 5,04: 4,317 72€ 17%
Total operating expenses 21,032 19,02¢ 2,004 11%
Income from operations $ 19,16( $ 41,13 $ (21,97 (53)%

Revenues
Total revenues for the Global Division for the #nmonth period ended March 31, 2013, were $101llémia decrease of 18% o
the same period in 2012, principally resulting friva decrease in Global Product sales, net, asstied below.

Global Product sales, net, were $97.8 million fa three month period ended March 31, 2013, a dseref 16% over the same pe
in 2012, primarily as a result of lower sales of euthorized generic Adderall XR®JVith respect to such products we have experie
significant declines in both market share and ayenaet selling prices as a result of the launch obmpetitor product, as discussed ak
Partially offsetting this decrease were sales afmymorphone hydrochloride extendezlease tablets, which we launched in January .
Sales of our fenofibrate products remained reltieensistent period over period; however, a corgeproduct to our fenofibrate caps
product was approved for sale by the FDA in Octdid2, and began being marketed.

Rx Partner revenues were $3.1 million for the thmemth period ended March 31, 2013, a slight irsgez $0.1 million from the pri
year period

Other revenues were $0.7 million for the three rhagueriod ended March 31, 2013, with the decreask8& million from the pric
year period primarily resulting from our extensiohthe revenue recognition period for the Valeagréement from the initial recogniti
period ending in November 2012, to December 2004,td changes in the estimated timing of completiboertain research and developn
activities under the agreement.

Cost of Revenues

Cost of revenues was $61.4 million for the threenthgoeriod ended March 31, 2013, a decrease of#illidn compared to the pri
year period. Cost of revenues decreased by $lliomprimarily as a result of a lower profit shaegpense related to sales of our autho
generic Adderall XR®partially offset by inventory reserves recordedhia three month period ended March 31, 2013 fodycts discontinue
by the Company and other reserves for pre-laungdmitory due to delays caused by the warning letter.
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Gross Profit
Gross profit for the three month period ended M&th2013 was $40.2 million, or approximately 40f4adal revenues, as compa

to $60.2 million, orapproximately 49% of total revenues, in the priear period. Gross profit in the current year pgbritecreased, on
percentage basis, when compared to gross prdfieiprior year period due primarily to inventorgeeves of $6.7 million recorded in the tt
month period ended March 31, 2013 for productsafisnued by the Company during the period.

Research and Development Expenses

Total research and development expenses for tee thonth period ended March 31, 2013 were $11.Itomilan increase of 10%,
compared to $10.7 million in the prior year perig@eneric research and development expenses iercr&ds0 million primarily as a result ¢
$2.0 million milestone payment to a research ancld@ment partner, for which there was no similayrpent made in the prior year per
partially offset by decreased expenses due tdrtting of completion of other research and developnpeojects.

Patent Litigation Expenses
Patent litigation expenses for the three monthggeended March 31, 2013 and 2012 were $4.3 milioth $4.0 million, respective

The increase in patent litigation expenses of $@lBon compared to the prior year period was priitgathe result of legal activity related
several cases which were not present in the pear geriod.

Selling, General and Administrative Expenses

Selling, general and administrative expenses fertlinee month period ended March 31, 2013 were ®ilion, a 17% increase ov
the same period in 2012. The increase resultedgpily from increased marketing expenses.
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Impax Division

The following table sets forth results of operasidar the Impax Division for the three month pesahded March 31, 2013 and 2012:

Three Months Ended

March 31, March 31, Increase/
2013 2012 (Decrease)

(in $000’s) (unaudited)
Revenues: $ %

Impax Product sales, net $ 46,52 $ --— % 46,52 nm

Other Revenues 332 5,30z (4,970 (94)%
Total revenues 46,85! 5,30: 41,55( nm
Cost of revenues 29,17« 2,90¢ 26,26¢ nm
Gross profit 17,67¢ 2,394 15,28¢ nm
Operating expenses:

Research and development 7,89¢ 8,14: (249 (3)%

Selling, general and administrative 12,76¢ 3,061 9,707 317%
Total operating expenses 20,65¢ 11,20/ 9,45¢ 84%
Income (loss) from operations $ (2,979 $ (8,810 $ 5,831 (66)%

*nm-not meaningful

Revenues

Total revenues for the Impax Division were $46.9liani for the three month period ended March 31120an increase of $4:
million over the same period in the prior year dusales of our Impax-labeled Zonfig tablets which we began selling during the three ti
period ended June 30, 2012, and our Impax-labetedig® orally disintegrating tablets and nasal spray whighbegan selling during t
three month period ended September 30, 2012. mbisase was partially offset by a $5.0 million @ase in Other Revenues. Other Reve
during the three month periods ended March 31, 20482012 included an initial $10.0 million fqent payment we received in June 2
under a Development and Co-Promotion Agreement fitlo Pharmaceuticals, Inc. which we are recoggizis revenue on a straighte
basis over our expected period of performance duttie development period, which we currently estinta be the 91 month period enc
December 2017. Also included in other revenuesttierthree month period ended March 31, 2012, i$Eh5 million upfront paymer
received under our License, Development and Comalaation Agreement with GSK in December 2010 whige recognized as revenue (
straightline basis over the 24 month development periotiéhded in December 2012, and for which there veasimilar amount recogniz
during the current year period. Finally, Other Bawes for the three month period ended March 312 2@cluded $3.5 million under our Co-
Promotion Agreement with Pfizer which ended on J8®e2012.

Cost of Revenues

Cost of revenues was $29.2 million for the threenth@eriod ended March 31, 2013, an increase of3$2fllion over the prior yei
period primarily as a result of $24.2 million inste related to our Impax-labeled Zonfigroducts which we commenced selling during 2
In addition, as a result of the Complete Resporetiet received during the current period, we reedra $5.0 million reserve in the three mc
period ended March 31, 2013 for deemch inventory related to RYTARY ™. Partially cdfting these increases was $2.9 million in che
related to our branded products sales force thainarred during the three month period ended M&th2012, for which there were
similar amounts included in cost of revenues indhgent year period. Charges for our branded ymtsdsales force had been included
component of cost of revenues in the prior yeaiopeas the sales force was previously engagedaniging copromotion services to Pfiz
under an agreement which ended on June 30, 2012.

Gross Profit

Gross profit for the three month period ended M&th2013 was $17.7 million, an increase of $15ilBan over the prior year peric
primarily resulting from the commencement of saésur Impax-labeled Zomi§ products during 2012.

57




Research and Development Expenses

Total research and development expenses for tlee timonth period ended March 31, 2013 were $7.9omjla decrease of 3%,
compared to $8.1 million in the prior year periothe decrease was principally driven by decreagpdreses as a result of the completion o
Phase Il studies for RYTARY ™ during the year en@stember 31, 2012.

Selling, General and Administrative Expenses

Selling, general and administrative expenses w&ge8smillion for the three month period ended Magdh 2013, an increase of $
million as compared to $3.1 million in the priorrjwel. The increase is primarily related to highempensation costs of $2.4 million relate
the expansion of the sales and marketing grou@, ®lllion of higher expenses necessary to supperZomig®launch as well as $1.0 milli
in predaunch spending for RYTARY™. In addition, we incedt $4.1 million in charges related to our brandeztucts sales force during
three month period ended March 31, 2013. Chargesuiobranded products sales force had been indlad@ component of cost of revenue
the prior year period as the sales force was puslyoengaged in providing garomotion services to Pfizer under an agreementiwéinded ¢
June 30, 2012.
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Corporate and Other

The following table sets forth corporate general administrative expenses, as well as other itdirecome and expense presented
below income or loss from operations for the thremnth periods ended March 31, 2013 and 2012:

Three Months Ended

March 31, March 31, Increase/
2013 2012 (Decrease)
(in $000’s) (unaudited)
$ %

General and administrative expenses $ 1191( $ 13,85 $ (1,945 (14)%
Loss from operations (11,910 (13,85%) 1,94¢ 14%
Other income (expense), net 149,45t (48) 149,50« nm
Interest income 27¢ 25E 21 8%
Interest expense (28%) (39 nm
Income (loss) before income taxes 137,53¢ (13,687 151,22¢ nm
Provision for income taxes $ 48,27¢  $ 6,26¢ $ 42,00¢ nm

*nm-not meaningful

General and Administrative Expenses

General and administrative expenses for the threettmperiod ended March 31, 2013 were $11.9 mill@ri4% decrease over
same period in 2012. The decrease was principlaillen by legal expenses related to the Shiredlitign in the prior period, of which the
were decreased expenses in the current periodalpadffset by increased personnel costs of $1ilian.

Other Income (Expense), net

Other income, net of $149.5 million during the #hraonth period ended March 31, 2013 primarily esifrom a $102 million gain
connection with the settlement of litigation unttee June 2010 settlement and license agreemen&nidbwhich we recorded as other incc
in the three month period ended March 31, 2013yelsas a $48 million payment received from Shimeconnection with the settlement
litigation in the three month period ended March 3013. Partially offsetting this income was a $t#@lion loss on disposal of software.
addition, we had realized exchange rate net los686.3 million on foreign currency denominatecdhsactions during the three month pe
ended March 31, 2013, which were relatively coesiswith the same period in 2012.

Interest Income
Interest income in the three month period endedcki8d, 2013 was $0.3 million, and was relativelpsistent with the same perioc
2012.

Interest Expense
Interest expense was $0.3 million in the three mm@eriod ended March 31, 2013, increasing fromstmae period in 2012 as a re
of an accrual for estimated interest related toppavision for uncertain tax positions.

Income Taxes

During the three month period ended March 31, 2@l recorded an aggregate tax provision of $48/8omifor U.S. domesti
income taxes and for foreign income taxes. Inttiiee month period ended March 31, 2012, we recbesteaggregate tax provision of $
million for U.S. domestic income taxes and for fgreincome taxes. The increase in the tax promis@sulted from higher income before te
in the three month period ended March 31, 2013aspared to the same period in the prior year. dffective tax rate was 31% for the th
month period ended March 31, 2013 and 34% for liheet month period ended March 31, 2012. The dsergathe effective tax rate v
primarily as a result of recording the estimated2€deral research and development credit, whiah @nacted retroactively in January 2
in the three month period ended March 31, 2013yelkas the partial year 2013 estimated federaassh and development credit recorde
the three month period ended March 31, 2013, wiviah not available for the same period last yeartdilee expiration of the credit.

59




Liquidity and Capital Resources

We have historically funded our operations with pineceeds from the sale of debt and equity seesriind more recently, with ci
from operations. Currently, our principal sourddiguidity is cash from operations, consistingtbé proceeds from the sales of our proc
and the provision of services.

We expect to incur significant operating expengeduding research and development activities aatént litigation expenses, for
foreseeable future. In addition, we are generaluired to make cash expenditures to manufacharacquire finished product inventor
advance of selling the finished product to our eosdrs and collecting payment for such product salegch may result in a significant use
cash. We believe our existing cash and cash elguitsaand shorterm investment balances, together with cash egfdect be generated fr
operations, and our bank revolving line of crediil] be sufficient to meet our cash requirementotigh the next 12 months. We may ¢
additional financing through alliance, collaborati@and licensing agreements, as well as from the deequity capital markets to fund
planned capital expenditures, our research andl@@wvent plans, potential acquisitions, and potémégenue shortfalls due to delays in 1
product introductions.

Cash and Cash Equivalents

At March 31, 2013, we had $197.6 million in cashl @ash equivalents, an increase of $55.4 milliocampared to December
2012. As more fully discussed below, the increiaseash and cash equivalents during the three mpettod ended March 31, 2013 \
primarily driven by $57.7 million of net cash prdeid by operating activities, partially offset by.$anillion of cash used in investing activitit

Cash Flows
Three Month Period Ended March 31, 2013 Compardti¢orhree Month Period Ended March 31, 2012

Net cash provided by operating activities for theee month period ended March 31, 2013 was $57llfomian increase of $34
million as compared to the prior year period $28illion net cash provided by operating activiti€Ehe period over period increase in net |
provided by operating activities principally regdtfrom the receipt of a $48 million payment fromr8 in connection with the settlemen
litigation during the three month period ended Magd, 2013. The balance of accounts receivable$448.6 million as of March 31, 20:
resulting in a $21.4 million use of cash for theethmonth period ended March 31, 2013, compar¢detsame period in the prior year w
accounts receivable resulted in a $34.6 milliorreewf cash.

Net cash used in investing activities for the thmeenth period ended March 31, 2013, was $3.9 millmompared to the prior ye
period of $57.8 million of net cash provided by esting activities. The change was due primarilyatperiod over period $85.5 milli
decrease in cash provided by net maturities oftdeam investments, partially offset by a $25.0 millipayment to AstraZeneca in the il
month period ended March 31, 2012, for which themses no corresponding payment in the current peridet maturities of shoterrr
investments during the three month period endedcM&d, 2013 resulted in a $5.5 million source adhgaas compared to a $91.0 mill
source of cash from net maturities of sherm investments during the same period in ther gar. Purchases of property, plant and equip
for the three month period ended March 31, 2012w&c4 million as compared to $8.2 million for fhvéor year period.

Net cash provided by financing activities for theee month period ended March 31, 2013 was $1léomikepresenting a decreas:
$4.5 million as compared to the prior year periédldmillion of net cash provided by financing aittas. The period over period decreas
net cash provided by financing activities was dw@ t$2.9 million decrease in cash proceeds recdieed the exercise of stock options .
contributions to the employee stock purchase @arwell as a $1.6 million decrease in the tax beredated to the exercise of employee s
options and restricted stock as a result of theetldewvel of exercise activity in the current yearipd.
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Outstanding Debt Obligations
Senior Lenders; Wells Fargo Bank, N.A.

We have a Credit Agreement, as amended (the “Chatitement”)with Wells Fargo Bank, N. A., as a lender and amiaibtrative
agent (the “Administrative Agent”)The Credit Agreement provides us with a revolviing lof credit in the aggregate principal amountijpftc
$50.0 million (the “Revolving Credit Facility”)Under the Revolving Credit Facility, up to $10.0llion is available for letters of credit, t
outstanding face amounts of which reduce availghilnder the Revolving Credit Facility on a dolfar dollar basis. Proceeds under the C
Agreement may be used for working capital, geneoaporate and other lawful purposes. We have rbbgrrowed any amounts under
Revolving Credit Facility.

Borrowings under the Credit Agreement are secungdsubstantially all of our personal property asgmissuant to a Secur
Agreement (the “Security Agreement&ntered into by us and the Administrative Agens frther security, we also pledged to
Administrative Agent, 65% of our equity interestimpax Laboratories (Taiwan), Inc., all of our dgtnterests in our wholly owned dome:
subsidiaries and must similarly pledge all or atiparof our equity interest in future subsidiariddnder the Credit Agreement, among o
things:

» The outstanding principal amount of all revolvingdit loans, together with accrued and unpaid @siethereon, will be due a
payable on the maturity date, which will occur fgears following the February 11, 2011 closing date

» Borrowings under the Revolving Credit Facility wilkar interest, at our option, at either an Alteerdase Rate (as defined in
Credit Agreement) plus the applicable margin ireeffffrom time to time ranging from 0.5% to 1.5%,a0rIBOR Rate (as defined
the Credit Agreement) plus the applicable margieffect from time to time ranging from 1.5% to 2.5%/e are also required to |
an unused commitment fee ranging from 0.25% to%.4&r annum based on the daily average undrawtiopaof the Revolvin
Credit Facility. The applicable margin describéde and the unused commitment fee in effect atgiwsn time will be determine
based on the ComparsyTotal Net Leverage Ratio (as defined in the GrAdreement), which is based upon our consolidabéal
debt, net of unrestricted cash in excess of $100omi compared to Consolidated EBITDA (as definedhe Credit Agreement) f
the immediately preceding four quarters.

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

« We are required under the Credit Agreement andStheurity Agreement to comply with a number of affative, negative ai
financial covenants. Among other things, theseenawts (i) require us to provide periodic reporistices of material events ¢
information regarding collateral, (ii) restrict oaiility, subject to certain exceptions and basketscur additional indebtedness, g
liens on assets, undergo fundamental changes, elthaghature of its business, make investmentsrtaice acquisitions, sell ass
make restricted payments (including the abilitypeyy dividends and repurchase stock) or engagefiliataf transactions, and (i
require us to maintain a Total Net Leverage Ratibi¢h is, generally, our total funded debt, netiofestricted cash in excess of $
million, over our EBITDA for the preceding four goers) of less than 3.75 to 1.00, a Senior Secleagrage Ratio (which i
generally, our total senior secured debt over @®ITBA for the preceding four quarters) of less tt#aB0 to 1.00 and a Fixed Cha
Coverage Ratio (which is, generally, our EBITDA ftie preceding four quarters over the sum of casérast expense, cash
payments, scheduled funded debt payments and kagipenditures during such four quarter period,jettbto certain specifie
exceptions) of at least 2.00 to 1.00 (with eachthstatio as more particularly defined as set forththie Credit Agreement). As
March 31, 2013, we were in compliance with the masicovenants contained in the Credit Agreementtam&ecurity Agreement.

« The Credit Agreement contains customary eventefH#udt (subject to customary grace periods, cugletsiand materiality thresholc
including, among others, failure to pay principaterest or fees, violation of covenants, mateinalccuracy of representations .
warranties, cross-default and cr@ssseleration of material indebtedness and otheigatidns, certain bankruptcy and insolve
events, certain judgments, certain events relatéldet Employee Retirement Income Security Act af4,%s amended, and a chanc
control.
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» Following an event of default under the Credit Agrent, the Administrative Agent would be entitled take various actior
including the acceleration of amounts due undeCtreslit Agreement and seek other remedies thatbeagken by secured creditors.

During the three month periods ended March 31, 20482012, unused line fees incurred under theiCiAggeement were $30,0
and $32,000, respectively.

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangenaant March 31, 2013.
Contractual Obligations

As of March 31, 2013, there were no significantrgdes to our contractual obligations as set forthunAnnual Report on Form 1K-
for the year ended December 31, 2012.

Recent Accounting Pronouncements

In December 2011, the FASB issued its updated geilaon balance sheet offsetting. This new stangaogides guidance
determine when offsetting in the balance sheetpigrapriate. The guidance is designed to enhancelodiges by requiring improv
information about financial instruments and deifiw@tinstruments. The goal is to provide usershd financial statements the ability
evaluate the effect or potential effect of nettargangements on an entity's statement of finampaaltion. This guidance will only impact 1
disclosures within an entity's financial statemeautsl notes to the financial statements and doegesuit in a change to the accoun
treatment of financial instruments and derivativetiuments. We were required to adopt this guidamcdanuary 1, 2013, and it did not ha
material impact on our consolidated financial staats.

In March 2013, the FASB issued updated guidancéomign currency matters. The update applies tor¢hease of the cumulati
translation adjustment into net income when a pgagither sells a part or all of its investment ifoeeign entity or no longer holds a controll
financial interest in a subsidiary or group of &sseithin a foreign entity. The Company is requitecadopt this guidance on January 1, :
and does not expect the adoption to have a matdfadt on its consolidated financial statements.
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ITEM 3. Quantitative and Qualitative Dis¢osures About Market Risk
There were no material changes to the quantitativequalitative disclosures about market risk @ghfin our Annual Report on Fo
10-K for the year ended December 31, 2012.

ITEM 4. Controls and Procedures
Disclosure Controls and Procedures

We maintain disclosure controls and proceduregiédimed in Rule 1345(e) of the Exchange Act) that are designed tarentha
information required to be disclosed by us in répdhat it files or submits under the Exchange isatecorded, processed, summarized
reported within the time periods specified in tHeC3 rules and forms, and that such information iuuardated and communicated to
management, including its principal executive @fiand principal financial officer, as appropriateallow timely decisions regarding requi
disclosure.

Our management, with the participation of our Cliigécutive Officer and Chief Financial Officer, &vated the effectiveness of «
disclosure controls and procedures as of the ernleoperiod covered by this Quarterly Report om@0-Q. Based upon that evaluation,
Chief Executive Officer and Chief Financial Officeoncluded that our disclosure controls and proesjuas defined in Rule 13&{e) of thi
Exchange Act, were effective as of March 31, 20tB@reasonable assurance level.

Changes in Internal Control over Financial Reportirg

During the quarter ended March 31, 2013, there werehanges in the Compasyhternal control over financial reporting (asidet
in Rule 13a-15(f) of the Exchange Act) which mathyi affected, or are reasonably likely to matdyialffect, the Companyg’ internal contrc
over financial reporting.

Limitations on the Effectiveness of Controls

Systems of disclosure controls and internal costookr financial reporting and their associatedcpes and procedures, no matter |
well conceived and operated, are designed to peoaideasonable, but not an absolute, level of assarthe objectives of the systen
control are achieved. Further, the design of atrob system must be balanced against resourcetraonts, and therefore the benefits
controls must be considered relative to their cadigen the inherent limitations in all systemscoftrols, no evaluation of controls can pro
absolute assurance all control issues and instaridesud, if any, within a company have been detgc These inherent limitations include
realities that judgments in decision making carfaadty, and that breakdowns can occur becausesiihale error or mistake. Additional
controls can be circumvented by the individual adtsome persons, by collusion of two or more peapl by management override of
controls. The design of any system of controls @dmased in part upon certain assumptions abeutkélihood of future events, and there
be no assurance that any design will succeed iewaoly its stated goals under all potential futaomditions; over time, controls may becc
inadequate because of changes in conditions, adebeee of compliance with policies or procedurey mheteriorate. Accordingly, given th
inherent limitations in a cogffective system of internal control, financialtstaent misstatements due to error or fraud mayramoed may nc
be detected. Our disclosure controls and procedame designed to provide a reasonable assurarahigving their objectives. We conc
periodic evaluations of our systems of controleribance, where necessary, our control policiepasckdures.
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PART Il. Other Information

Item 1. Legal Proceedings
Information pertaining to legal proceedings carfdaend in “Item 1. Financial Statements — Note 1&gl and Regulatory Matters”
and is incorporated by reference herein.

Item 1A. Risk Factors

During the quarter ended March 31, 2013, excepeasorth below, there were no material changebéaisk factors included in c
Annual Report on Form 1B-for the fiscal year ended December 31, 2012. dlearefully consider the information set forttthis Quarterl
Report on Form 10-Q and the risk factors discussd®art |, “Item 1A. Risk Factors” in our Annual &t on Form 1 for the fiscal yee
ended December 31, 2012, which could materiallgcfbur business, consolidated financial conditipnonsolidated results of operations.
risks described herein, and in our Annual ReporForm 10K for the fiscal year ended December 31, 2012 atetime only risks we fac
Additional risks and uncertainties not currentlyolim to us or which we currently deem to be immatenay also materially adversely aft
our business, consolidated financial condition andbnsolidated results of operations.

We have received a warning letter from the FDA.We are unable to promptly correct the issues raisedhe warning letter, ou
business, results of operations and financial cotidh could be materially adversely affected.

In late May 2011, we received a warning letter frtm FDA related to an osite FDA inspection of our Hayward, Califor
manufacturing facility conducted between Decembr 2010 and January 21, 2011. In the warning lettey FDA cited deviations fra
current Good Manufacturing Practices (cGMP), whach extensive regulations governing manufacturiragtices for finished pharmaceuti
products and which establish requirements for maetufing processes, stability testing, record kegepind quality standards and controls
summary, the FDA observations set forth in the \wayretter related to sampling and testing ofphecess materials and drug prodt
production record review, and our process for itigaing the failure of certain manufacturing bash(or portions of batches) to
specifications. During the quarter ended Marédh 3012 and the quarter ended March 31, 2013, th& Eonducted inspections of ¢
Hayward manufacturing facility and at the conclusif each inspection, we received a Form 483. Htwen 483 issued in 2012 contail
observations primarily relating to our Quality CanitLaboratory and the Form 483 issued during thargr ended March 31, 2013 contai
several observations pertaining to the operatidiseoHayward facility, three of which were desitgthby the FDA as repeat observations 1
inspections that occurred prior to the warningelettAfter the issuance of the Form 483 in 2012 yweee notified by the FDA that a satisfaci
re-inspection of our Hayward manufacturing facility wid be required to close out the warning lettenc& our receipt of the warning lette!
late May 2011 to date, we have provided the FDAwititten responses and subsequent updates in ciiomevith the warning letter and 1
Form 483 observations and have continued to cotgperith the FDA to resolve the warning letter ahd Form 483 observations. The F
observations do not currently place restrictionsooin ability to manufacture and ship our produdtée have taken a number of step
thoroughly review our quality control and manufactg systems and standards and are working withraéthirdparty experts to assist us w
our review and assist in enhancing such systemsstamtdiards. This work is ongoing and we are cotedhito improving our quality conti
and manufacturing practices. We cannot be asshmaever, that the FDA will be satisfied with owrrective actions and as such, we ca
be assured of when the warning letter will be alosat. Unless and until the warning letter is etb®ut, it is possible we may be subjer
additional regulatory action by the FDA as a resiilthe current or future FDA observations, inchgliamong others, monetary sanctior
penalties, product recalls or seizure, injunctidngl or partial suspension of production and/stribution, and suspension or withdrawa
regulatory approvals. Additionally, the FDA hasthtield and may continue to withhold approval of gieg drug applications currently
previously listing our Hayward, California facilitgs a manufacturing location of finished dosagenfomuntil these FDA observations
resolved. For instance, in January 2013, the FBguad a Complete Response Letter regarding our NiDAour late stage brand
pharmaceutical product candidate, RYTARY ™, which ave developing internally, for the symptomaticatmeent of Parkinsos’disease.
the Complete Response Letter, the FDA indicatetlithaquired a satisfactory iaspection of our Hayward manufacturing facility aasesul
of the warning letter issued to us in May 2011 befthe NDA may be approved by the FDA due to thalifg s involvement in th
development of RYTARY™ and supportive manufacturamgl distribution activities. During the assesshodéithe NDA, we had amended
NDA to withdraw the Hayward site as an alternatsite of commercial production in the launch of RYRDA™. We are currently workir
with the FDA on the appropriate next steps forR¥ETARY™ NDA and, as noted above, on closing outwsning letter, however we can
be assured of when that will occur. Further, ofieeleral agencies, our customers and partnersrimlbance, development, collaboration
other partnership agreements with respect to cenlymts and services may take the warning letter actount when considering the awar
contracts or the continuation or extension of spattnership agreements. Any such actions couldifgigntly disrupt our business and hi
our reputation, resulting in a material adversectfbn our business, business, results of opesa#ind financial condition.
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Item 2. Unregistered Sales of Equity Berities and Use of Proceeds
The following table provides information regardititg purchases of our equity securities by us duttiegthree months ended Ma
31, 2013.

Maximum Number (or
Total Number of Sharc ~ Approximate Dollar
(or Units) Purchased i  Value) of Shares (or
Part of Publicly Units) that May Yet B
Total Number of Sharc Average Price Paid P Announced Plans or  Purchased Under the

Period (or Units) Purchased(: Share (or Unit) Programs Plans or Programs
January 1, 2013 to 9,350 shares of
January 31, 2013 common stock $21.25 — —

February 1, 2013 to 15,324 shares of
February 28, 2013 common stock $19.99 — —

March 1, 2013 to Marc -—- == — _
31, 2013

(1) Represents shares of our common stock that we &etdpring the indicated periods as a tax withimgdrom certain of our employees
connection with the vesting of shares of restrictetk pursuant to the terms of our 2002 Plan.
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ITEM 3. Defaults Upon Senior Securities.

Not Applicable.

ITEM 4. Mine Safety Disclosures.
Not Applicable.

ITEM 5. Other Information.
Not Applicable.
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ITEM 6. Exhibits
Exhibit Description of Document
No.
10.1 Second Amendment to Credit Agreement dated asnofalg 10, 2013 to the Credit Agreement, dated &ebfuary 11, 2011, as

10.2

111

31.1

31.2

32.1

32.2

101

amended, by and among Impax Laboratories, Inc.Gierantors named therein, the Lenders named thaneli Wells Fargo Bank,
National Association, as Administrative Agent.

Amended and Restated License and Distribution Ages dated as of February 7, 2013 by and betweia BhC and Impax
Laboratories, Inc.*

Statement re computation of per share earningsrfiocated by reference to Note 15 in the Notefi¢aunaudited interim
Consolidated Financial Statements in this Quart@dport on Form 10-Q).

Certification of the Chief Executive Officer Pursiiao Section 302 of the Sarbanes-Oxley Act of 2002
Certification of the Chief Financial Officer Pursudo Section 302 of the Sarbanes-Oxley Act of 2002

Certification of the Chief Executive Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursue8tttion 906 of the Sarbanes-
Oxley Act of 2002.

Certification of the Chief Financial Officer Pursitdo 18 U.S.C. Section 1350, as Adopted Pursua8tttion 906 of the Sarbanes-
Oxley Act of 2002.

The following materials from the Company’s QuantdRleport on Form 10-Q for the quarter ended March?813, formatted in
XBRL (eXtensible Business Reporting Language)C@nsolidated Balance Sheets as of March 31, 20d anember 31, 2012, (ii)
Consolidated Statements of Operations for eacheofttree months ended March 31, 2013 and MarcB®R, (iii) Consolidated
Statements of Comprehensive Income for each ahifee months ended March 31, 2013 and March 312,204 Consolidated
Statements of Cash Flows for each of the three nscenided March 31, 2013 and March 31, 2012 anNdtgs to Interim
Consolidated Financial Statements.**

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

* Confidential treatment requested for certain jpmd of this exhibit pursuant to Rule 22hinder the Exchange Act, which portions are o
and filed separately with the SEC.

** Pursuant to Rule 406T of RegulationTS-the Interactive Data Files in Exhibit 101 herere deemed not filed or part of a registre
statement or prospectus for purposes of Sectionar 112 of the Securities Act of 1933, as amendeg,deemed not filed for purposes
Section 18 of the Exchange Act and otherwise atsulgject to liability under those sections.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its belr
by the undersigned, thereunto duly authorized.

Date: May 3, 201. Impax Laboratories, Inc .

By:/s/ Larry Hsu, Ph.L.

Name: Larry Hsu, Ph.l

Title: President and Chief Executive Offic
(Principal Executive Officer

By: /s/ Bryan M. Reasons

Name: Bryan M. Reasol
Title: Chief Financial Officer an

Sr. Vice President, Finan
(Principal Financial and Accounting Office
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Certification of the Chief Executive Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursue8tttion 906 of the Sarbanes-
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Exhibit 10.2

[***] Certain information in this document hasd®omitted and filed separately with the Securitied Exchange
Commission. Confidential treatment has been raqdesith respect to the omitted portions. portions.

AMENDED AND RESTATED

LICENSE AND DISTRIBUTION AGREEMENT

BY AND BETWEEN

SHIRE LLC
AND

IMPAX LABORATORIES, INC.

DATED FEBRUARY 7, 2013




[***] Certain information in this document hasdxeomitted and filed separately with the Securitied Exchange
Commission. Confidential treatment has been raqdesith respect to the omitted portions. portions.

AMENDED AND RESTATED
LICENSE AND DISTRIBUTION AGREEMENT

THIS AMENDED AND RESTATED LICENSE AND DISTRIBUTION AGREEMENT (this “ Agreement) dated February 7,
2013 (the “ Effective Dat® is hereby entered into by and between Shire La&entucky limited liability company with officdscated at
9200 Brookfield Court, Florence, KY 41042_(* Shijeand Impax Laboratories, Inc. , a Delaware coagion with offices located at 30831
Huntwood Ave., Hayward, CA 94544 (* Impax

RECITALS:

WHEREAS , Shire and Impax settled certain claims pursuaat¢ertain Settlement Agreement by and betweear £aboratories,
Inc. and Impax dated January 19, 2006 (the “ Rafiéination Settlement Agreemejit

WHEREAS , in connection therewith, Shire and Impax enténgal a certain License and Distribution Agreemeatted January 19,
2006 (the “ Original Effective Dat§, as amended on March 1, 2010 (the " Originaldnse and Distribution Agreeméei

WHEREAS , the Parties are now entering into another Se¢iigrAgreement contemporaneously herewith (the * itigation
Settlement Agreemefif which settles the Pending Litigation (as definedhe Settlement Agreement); and

WHEREAS , in connection therewith, the Parties are moddytimeir current relationship as of the Effectivedand have agreed to
amend and restate the Original License and DigtabuAgreement as set forth herein.

NOW THEREFORE , in consideration of the foregoing premises, miuteaenants, the terms and conditions hereof artldan
Supply Litigation Settlement Agreement, and foresthood and valuable consideration, the receiptsaiffitiency of which is hereby
acknowledged, the Parties hereby agree as follows.

1. Definitions
1.1 “[ *** ] QA Period” shall have the meaning assigned to such term itidBe®. 3(h).
1.2 “Act " shall mean the United States Federal Food, Dney@smetic Act, as amended from time to time,taedules,

regulations and guidelines promulgated thereunder.

1.3 “ADR Procedure” shall have the meaning assigned to such term itidBeb6. 13(d).
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1.4 “Adderall XR” shall mean the pharmaceutical product that contam€ompound as its sole active ingredient whéch i
approved for Marketing in the Territory pursuanStare’s NDA and sold under the trade name Addedall

15 “Adderall XR ANDA” shall mean an ANDA seeking approval of a Generigigaent.

1.6 “Adderall XR Intellectual Property ” shall mean (i) U. S. Patent Nos. 6,322,819086,800, and 6,913,768 and any
patent that issues as a result of a reexaminatiogissue thereof; (ii) any patent that issues fronfrom any continuation, continuation-in-part
or divisional application relating to, U. S. Pdaté&pplication Serial Nos. 09/176,542, 10/353,0¥3/758,417, 10/774,697, and 11/030,174;
(iii) any other present or future U. S. patent edimor controlled by Shire which may read upon tlainmg, using, selling or importing of a
Generic Product.

1.7 “Adderall XR License” shall mean a license under the Adderall XR IntéliacProperty.

1.8 “Adverse Drug Experience” shall mean an adverse event associated with thefuSeneric Product in humans, whether
or not considered drug related, including the folltg:an adverse event occurring in the course @iuge of a drug product in professional
practice; an adverse event occurring from drugaese whether accidental or intentional; an adveveat occurring from drug abuse; an
adverse event occurring from drug withdrawal; ang failure of expected pharmacological action. @heve definition of “Adverse Drug
Experience’is defined by 21 C. F. R. § 314. 80(a), and wélldeemed to be changed to reflect any changesattigehtion of 21 C. F. R. § 3:
80.

1.9 “Affiliate” shall mean a Person that controls, is controlledrig under common control with a Party. Forphieposes
of this definition, the word “control” (includingyith correlative meaning, the terms “controlled lmy™under common control with'theans th
actual power, either directly or indirectly throughe or more intermediaries, to direct the managemed policies of such Person, whether by
the ownership of at least fifty percent (50%) df thoting interest of such Person (it being undexthat the direct or indirect ownership of a
lesser percentage of such interest shall not nadlsgreclude the existence of control), or by ttaat or otherwise.

1.10 “AG Product” shall mean generically Labeled Adderall XR, commardlled an authorized generic product, approvec
for sale by the FDA pursuant to a labeling supplente Shire’s NDA.

1.11 “Agreement” shall have the meaning assigned to such term imtreduction, as may be amended by a signed writte
nent pursuant to Section 16

1.12 “Allocated Quota” shall have the meaning assigned to such term itidaes. 3(b).

1.13 “Allocation Deadline” shall have the meaning assigned to such term itic®es. 3(c).




[***] Certain information in this document hasdxeomitted and filed separately with the Securitied Exchange
Commission. Confidential treatment has been raqdesith respect to the omitted portions. portions.

1.14 “Allocation Period” shall mean, except as modified herein pursuanetti& 5. 3(f), the [***] period immediately
preceding the calendar month in which a DEA QuatanGLetter is dated for which [***] at such date.

1.15 “Allocation Plan” shall have the meaning assigned to such term itidde®. 3(c).

1.16 “ANDA” shall mean an Abbreviated New Drug Applicationhte EDA for approval to Manufacture and/or Market a
pharmaceutical product in the Territory.

1.17 “Annual DEA Quota Grant” shall mean the initial DEA Quota Grant permittihg fprocurement of Compound
beginning in a calendar year for the Manufacturd@fProduct and Adderall XR.

1.18 “Applicable Law” shall mean the applicable Laws, rules, regulatigongelines and requirements of any Governme
Authority related to the development, registratistanufacture and Marketing of the Generic Prodadhe Territory or the performance of
either Party’s obligations under this Agreement.

1.19 “Authorization and License” shall have the meaning assigned to such term itiocBez. 3.

1.20 “Business Day”shall mean any day other than a Saturday, Sundayday on which banks in New York, New York
‘ized or required by Law to clo:

1.21 “Cancellation Period” shall have the meaning assigned to such term ind&ee. 13(d)(ii).

1.22 “cGMP” shall mean all applicable standards relating toufesturing practices for fine chemicals, active
pharmaceutical ingredients, intermediates, bulkipets or finished pharmaceutical products, inclgdhre principles detailed in the U.
S. Current Good Manufacturing Practices, 21 QR.FParts 210 and 211.

1.23 “Claim” shall have the meaning assigned to such term itidBet2. 1(a).

1.24 “Commercially Reasonable Efforts” shall mean efforts and diligence in accordance thighsubject Party’s reasonable
and sound business, legal, medical and scientifigmnent and in accordance with the efforts anduress such Party would use in other
aspects of its business that have similar commaraiae and market potential, taking into accolnet tompetitiveness of the marketplace, the
business life-cycle, the proprietary position af tompany and the profitability of the pertineridhrct.

1.25 “Compound” shall mean mixed amphetamine salts.
1.26 “Confidential Information” shall mean any scientific, technical, formulatipmcess, Manufacturing, clinical, non-

clinical, regulatory, Marketing, financial or comro&l information or data relating to the busings®jects, employees or products of either
Party and provided by one Party to the other byterj oral, electronic or other means in conneatigth this Agreement.
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1.27 “Cost of Goods” shall mean the [***] to be paid by Impax to Shimr Packaged and Labeled AG Product. With respe
iax Product, the Cost of Goods shall equa[*ttig

1.28 [ **¥]

1.29 “DEA” shall mean the United States Drug Enforcement Adhtnation or any successor agency thereof.

1.30 “DEA Quota” shall mean an amount of Compound authorized bp&& to be procured by Shire or Shire’'s

Manufacturer for the commercial Manufacture of AddleXR and AG Product.

1.31 “DEA Quota Grant” shall mean the issuance by the DEA of DEA Quotahive or Shire’s Manufacturer.

1.32 “DEA Quota Grant Letter” shall mean the letter from DEA to Shire or Shifdanufacturer setting forth a DEA
Grant

1.33 “Deficient Lot” shall have the meaning assigned to such term itida€es. 2.

1.34 “Delivery Delay” shall have the meaning assigned to such term indde®. 3(f).

1.35 “Delivery Month” shall have the meaning assigned to such term itidde®. 3(h).

1.36 “Delivery Schedule” shall have the meaning assigned to such term itidBes. 3(e).

1.37 “Disputed Quota” shall have the meaning assigned to such term itidBe®. 3(c).

1.38 “Effective Date” shall have the meaning assigned to such term imtreduction.

1.39 “Exclusive” shall mean, when used in connection with a spegifint of rights, that the granting Party (i) shietkin

for itself no ability to use such granted rightsl i) shall have no ability to authorize its Affites or Third Parties (other than the grantee of
such specific rights) to use such granted rightshé Territory and in the granted field of use,tfee term of the grant.

1.40 [***]
1.41 “FDA” shall mean the United States Food and Drug Adnnatish or any successor agency thereof.
1.42 “Force Majeure ” shall mean any circumstances reasonably beydpalty’s control, including, without limitation, act

of God, civil disorders or commotions, acts of aggion, fire, explosions, floods, drought, war,aabe, embargo, unexpected safety or
efficacy results obtained with the Generic Produttity failures, [***], [***], labor disturbances a national health emergency, or
appropriations of property.

1.43 “Forecast Period” shall have the meaning assigned to such term itidaes. 10.

1.44 [+4]
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1.45 “GAAP” shall mean generally-accepted accounting principle$fect in the United States from time to time,
stently appliec

1.46 “Generic Equivalent” shall mean a pharmaceutical product which is subthib the FDA for Regulatory Approval
pursuant to an ANDA (or equivalent regulatory metba) as a Therapeutic Equivalent to Adderall XRn€&ric Equivalent shall also mean
AG Product.

1.47 “Generic Product” shall mean both Impax AG Product and Impax Product.

1.48 “Governmental Authority ” shall mean any court, tribunal, arbitrator, aggregislative body, commission, official or
other instrumentality of (i) any government of amguntry, or (ii) a federal, state, province, coymiyy or other political subdivision thereof.

1.49 “Impax” shall have the meaning assigned to such term imtheduction.

1.50 “Impax AG Product” shall mean AG Product supplied to Impax pursuatiiAgreement.
1.51 “Impax ANDA” shall mean ANDA No. 76-852, and any amendmentsapglement thereto.
1.52 “Impax Liability” shall have the meaning assigned to such term itidBet2. 2.

1.53 “Impax [***] Notice” shall have the meaning assigned to such term itidBe®g. 13(c).

1.54 [*+4]

1.55 “Impax Party” shall have the meaning assigned to such term iticBet2. 1.
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1.56 “Impax Product” shall mean the Generic Equivalent that is the stilgjethe Impax ANDA.
1.57 [***]
1.58 “Impax Allocated Share” and“Impax’s Allocated Share” shall mean, including as may be modified pursuant t

Sections 5. 3(c), 5. 3(f), or 5. 4(b), the prodiickkilograms) obtained by [***] or [***], as apptable.

1.59 “Impax’s Launch Notice” shall have the meaning assigned to such term itidBes. 7.

1.60 [ ***]

1.61 [ *** ] shall have the meaning assigned to such term itidaes. 13(d)(iv).

1.62 [ **¥]

1.63 ]

1.64 “JAMS Rules” shall have the meaning assigned to such term irdidé 16. 13(d).

1.65 “January — December 2013 Delivery Scheduleshall have the meaning assigned to such term itnddee. 3(g).

1.66 “January — December 2012 Period’shall have the meaning assigned to such term itida€es. 3(f).

1.67 [ ***]

1.68 “Label” shall mean any Package (immediate container) ladpelésigned for use with a product, including thekage

insert for such product that is approved by the FBd“Labeled” or “Labeling” shall have the correlated meaning.

1.69 “Late-Supplied AG Product” shall have the meaning assigned to such term iticBes. 13(c).
1.70 “Launch” shall mean the first commercial sale of a prodacrt unaffiliated Third Party.
1.71 “Law” or“Laws” shall mean all laws, statutes, rules, codes, réguka orders, judgments and/or ordinances of any

nmental Authority

1.72 “License Effective Date” shall mean October 1, 2009.
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1.73 “Losses” shall mean any liabilities, damages, costs or esggrncluding reasonable attorneys’ fees and efges,
incurred by any Party that arise from any Clainndait or other action by a Third Party.

1.74 [ #4]

1.75 “Manufacture ” shall mean all activities related to the manufisicty of a pharmaceutical product, or any ingretdien
thereof including, but not limited to, manufactyri@ompound or supplies for development, manufanguias the case may be, Impax Product
Impax AG Product, AG Product, and/or Adderall XR édommercial sale, Packaging, in-process and fadgtroduct testing, release of product
or any component or ingredient thereof, qualityuessce activities related to manufacturing andasdeof product, ongoing stability tests and
regulatory activities related to any of the foregpiand‘Manufactured” or “Manufacturing” shall have the correlated meaning.

1.76 “Manufacturing Costs” for each dosage strength of AG Product shall me&&h[accrued in accordance with GAAP.
Manufacturing Costs for each dosage strength oflaRroduct shall mean [***], accrued in accordangéh GAAP.

1.77 “Manufacturing Failure or Delay” shall mean a failure or delay, [***] in (i) the Mafacturing of AG Product or
Adderall XR, as applicable, or (ii) AG Product odderall XR, as applicable, meeting the specificatim Shire’s NDA or applicable cGMP
standards, including any period of time when arstigation is being conducted into whether AG Pobdu Adderall XR, as applicable, meets
the specifications in Shire’s NDA or applicable c8Mdtandards.

1.78 “Market” shall mean to distribute, promote, advertise, impoarket and sell, aritflarketing” or “Marketed” shall
he correlated meanir

1.79 “Modification” shall have the meaning assigned to such term iedidd 5. 3(e).

1.80 “Modification Date” shall have the meaning assigned to such term iedidé 5. 3(e).

1.81 “NDA” shall mean a New Drug Application filed with the &Pursuant to and under 21 U. S. C. 8 355(b) efAkt,
together with the FDA'’s implementing rules and fagjons.

1.82 “Net Profits” shall mean the difference between Net Sales foapipdicable Generic Product and the Cost of Goods f
yroduct

1.83 “Net Sales” shall mean, with respect to all sales of GenerarlBct sold on or after April 1, 2011 and all rethte

calculations, the gross invoice price of sales en&ic Product in the Territory by Impax and itdilftes to unaffiliated Third Parties, less all
applicable deductions permitted by GAAP includingthout limitation (i) trade discounts, (ii) promohal allowances, (iii) cash discounts, (iv)
customer refunds and credits, (v) returns, (viyaeprement charges, (vii) customer and governnadydtes (viii) chargebacks, (ix) retroactive
price or shelf stock adjustments and price equiédiza ; (x) Impax's actual freight, storage, anslinance expense, (xi) administrative fees, (xii
fees for management and service of Third Partyraotg including contract maintenance, chargebagkgssing, credit and collections and
store level delivery, (xiii) marketing and admimétton fees to cover national inventory costs, mmithandling, and chargeback maintenance
costs, and (xiv) program fees for the administratiba private label generic program. [***].
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1.84

1.85

1.86

1.87

1.88

1.89

1.90

1.91

1.92

1.93

1.94

1.95

[*+4]
[*+4]

“New Delivery Date” shall have the meaning assigned to such term itidaes. 13(d)(i).

“New Delivery Date Notice” shall have the meaning assigned to such term itiddeg. 13(d)(i).

[#*4]

“Non-binding Forecast” shall have the meaning assigned to such term itidaes. 10.

“Non-Supplied AG Product” shall have the meaning assigned to such term itidbes. 13(d).

[***] shall have the meaning assigned to such term itidae®. 13(d)(ii).

“Original Effective Date” shall have the meaning assigned to such term iwklegeas section.

“Original License and Distribution Agreement” shall have the meaning assigned to such term iwkieeeas section.
“Original Schedule” shall have the meaning assigned to such term iedidh 5. 3(e).

“Package” shall mean all primary containers, including battleartons, shipping cases or any other like mated in

packaging or accompanying a product, dadckaged” or “Packaging” shall have the correlated meaning.

1.96

1.97

1.98

“Party” or“Parties” shall mean Shire and/or Impax, as applicable.
“Patent Litigation Settlement Agreement” shall have the meaning assigned to such term iwkiggeas section.

“Payment Amount” shall have the meaning assigned to such term indBe2.9.

CONFIDENTIAL TREATMENT REQUESTED
BY IMPAX LABORATORIES, INC.
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1.99 “Person” shall mean any individual, partnership, associationporation, limited liability company, trust, other legal
n or entity

1.100 [¥+4]

1.101 “QA Testing” shall have the meaning assigned to such term itidd€es. 3(h).

1.102 “Quality Agreement” shall have the meaning assigned to such term itidBec. 7.

1.103 “Regulatory Approval” shall mean final Marketing approval by the FDA floe sale and Marketing of a

1aceutical product in the Territo

1.104 “Reporting Period” shall have the meaning set forth in Section 9. 3.

1.105 “Reserve Quota” shall have the meaning assigned to such term itidée®. 3(b).

1.106 “Reserve Quota Event’shall have the meaning assigned to such term iticges. 3(b).

1.107 “Returns and Final Reconciliation Report” shall have the meaning assigned to such term itidBez. 8.

1.108 [***]

1.109 “Shire” shall have the meaning assigned to such termriadattion.

1.110 “Shire Liability” shall have the meaning assigned to such term itidBet2. 1.

1.111 “Shire Party” shall have the meaning assigned to such term itiddel2. 2.

1.112 “Shire’'s Manufacturer” shall mean a Third Party designated by Shire taleohsome or all of the Manufacturing of

all XR and AG Produc

1.113 “Shire’s NDA” shall mean Shire’s NDA No. 21-303, and all suppdats filed pursuant to the requirements of the
FDA, including all documents, data and other infation concerning Adderall XR which are necessaryFIdA approval to Market Adderall
XR in the Territory.

1.114 “Shortfall” shall have the meaning assigned to such term iiddes. 3(d).

1.115 “SKU” shall measure stock keeping units, which is expiegerein in dosage amounts (in mgs. ).
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1.116 “SKU Mix” shall mean the distribution of Impax’s AllocatedaBamong the different dosage strengths of Impax A
ct.

1.117 [¥+4]

1.118 “Subsequent Cancellation Period”shall have the meaning assigned to such term itiddes. 13(d)(iii).

1.119 “Subsequent Delivery Date Notice’shall have the meaning assigned to such term itiddes. 13(d)(iii).

1.120 “Supply Litigation Settlement Agreement” shall have the meaning assigned to such term iwkiegeas section.

1.121 “Supply Term” shall have the meaning assigned to such term itidBet5. 1.

1.122 “Term” shall have the meaning assigned to such term itioBet5. 1.

1.123 “Territory” shall mean the United States of America.

1.124 “Teva” shall mean Teva Pharmaceuticals USA, Inc. andfftates, successor to Barr Laboratories, Ins. aaresult

of Teva’s acquisition of Barr Laboratories, Inc. 2008.
1.125 [**]

1.126 “Therapeutic Equivalent” shall have the meaning given to it by the FDA ie ¢lurrent edition of theApproved Drucg
Products with Therapeutic Equivalence Evaluatidtis2 “Orange Book”) as may be amended from timgénte during the Term.

1.127 “Third Party” or“Third Parties” shall mean any Person or entity other than a Paritg Affiliates.
1.128 “Undelivered Product” shall have the meaning assigned to such term itidBes. 4(c).
1.129 “Valid Claim” shall mean an issued and unexpired patent clairohads not been held to be invalid or unenforce

by a court of competent jurisdiction in a final ppaalable decision.

2. Authorization and License

2.1 Subject to the terms, conditions andthtions hereof, including the conditions set farttSection 3 [***], Shire hereby
grants to Impax a limited license, under the Adill¢R Intellectual Property and under any and tdkstory and regulatory exclusivities to
Manufacture, have Manufactured and Market Impaxi&cbin the Territory on and after the License Efffee Date.
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2.2 Subject to the terms, conditions andtétions hereof, including the conditions set fdritfSection 3, Shire hereby
authorizes Impax to Market Impax AG Product in Tregritory from and after the License Effective Ddteconnection with and solely for
purposes of such authorizatip8hire hereby grants to Impax a limited license utlde Adderall XR Intellectual Property and undey and al
statutory and regulatory exclusivities to Markettsimpax AG Product in the Territory from and aftiee License Effective Date.

2.3 The authorizations and licenses grahtethis Section 2. 1 and 2. 2 are referred to heasithe “ Authorization and
License. "Except to the extent of the assignment permittedyant to Section 16. 3, or pursuant to any extensf licenses under Section 3
Impax shall not have the right to sublicense oigasany of its rights under the Authorization anddnse.

3. Conditions

3.1 Impax shall not Market or authorize aplingly facilitate the Marketing of Impax AG Prattwoutside the Territory and
agrees to take all appropriate and legal stepsagshe required to ensure that its Affiliates ortoosers do not sell or distribute Impax AG
Product outside the Territory including, withounhitation, by limiting or terminating the supply mhpax AG Product to customers which, to
Impax’s knowledge, are distributing or selling InipaG Product outside the Territory.

3.2 Subject to the provisions of Section8 and 3. 4 below, the Authorization and Licensaldie on an Exclusive basis.

3.3 Shire reserves the right to license amthorize Barr Laboratories, Inc. to Manufactinaye Manufactured and Market a
Generic Equivalent in the Territory and supply AfaédRuct to Teva (originally Barr Laboratories, Inin)full and complete settlement of the
original litigation between Shire and Barr Laboras, Inc. involving the Adderall XR IntellectuBtoperty.

3.4 Shire reserves the right to grant liesnsnder the Adderall XR Intellectual Property ang and all statutory and
regulatory exclusivities to any Third Party to Mé&amture, have Manufactured and Market a Generidu&tgnt, but only under its applicable
ANDA, in settlement of any then-pending or theretitened litigation involving the Adderall XR In&ttual Property; providedhowever, tha
such licenses shall be on terms no more favoraldec¢h Third Party than those set forth in thiseegnent.

3.5 Except to the extent permitted underAbthorization and License, neither Impax nor ahitoAffiliates shall under any
circumstances: (a) Market any Generic Equivaleat itifringes or misappropriates the Adderall XReligctual Property or (b) aid, abet, ene
or contract with any Third Party regarding the Maitkg of any Generic Equivalent that infringes dsappropriates the Adderall XR
Intellectual Property.

3.6 Nothing set forth herein shall be deertoeprevent or restrict Impax or its Affiliates froMarketing any product which
would not infringe or misappropriate the AdderaR ¥ntellectual Property. In addition, nothing shalbhibit Impax from entering into any
agreement with a Third Party related to any Gertegigivalent that does not infringe or misapprogridie Adderall XR Intellectual Property;
provided, however, that if Impax so enters into any such agreemesxaept an agreement that is reasonably requireldnioax to Market the
Generic Product and is approved by Shire purswagettion 8. 1), Impax shall promptly notify Shiagd Shire shall be free to terminate the
Authorization and License and any supply obligatitmImpax immediately upon notice to Impax.
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3.7 Impax’s Right to Launch Impax Product. During the Supply Term, Impax agrees and covenaoitso Manufacture,
have Manufactured or Market any Impax Product enTerritory, or otherwise license, authorize oowalla Third Party to Manufacture, have
Manufactured or Market any Generic Equivalent im Trerritory under the Impax ANDA; providedhowever, notwithstanding anything to the
contrary, Impax has the right to develop Impax BotdManufacture development, validation or comrizfzatches of Impax Product; seek
and obtain approval of the Impax ANDA; and engagary supporting activities relating thereto, andnsactivities will not affect Shire’s
obligation to supply Impax AG Product to Impax unttee terms and conditions of this Agreement. Dyitimee Supply Term, upon Launch of
the Impax Product, Impax shall give Shire writtertice of the Launch within [***] thereafter (“* Impas Launch Noticé&). Upon Impax
Launch of an Impax Product, all outstanding allmoet and purchase orders for Impax AG Product &fefiutomatically cancelled and Shire
shall have no further obligation to supply Impax R@duct to Impax other than AG Product that wddgle been otherwise delivered to
Impax prior to the Impax Product Launch, but whidd Product has not been delivered including, witHomitation, Undelivered Product;
provided, furtherthat with respect to any finished Impax AG Prodactuding Impax AG Product that has been encapsd)dhat Shire has
not supplied to Impax prior to receipt of Impax’aunch Notice, Impax shall accept supply of atlrsimpax AG Product under the terms of
Agreement. For clarity, notwithstanding any otheavision of this Agreement, an Impax Product Lauskahll not release Shire from its
obligation to [ *** ] to Impax under Section 5. X3(or 5. 13(d) for Late-Supplied AG Product or NBapplied AG Product, or to deliver to
Impax Late-Supplied AG Product, Non-Supplied AGdrct, or Undelivered Product as required thereunder

3.8 Impax’s Right to [ *** ] The license granted to Impax under the AdderalllxtRllectual Property includes [***].

4, Authorized Generic

The Parties hereby confirm that Impax elected, uttte Original License and Distribution Agreemégt,providing written notice to
Shire, to have Shire supply Impax AG Product todmfor sale in the Territory from and after thedirise Effective Date.

5. Supply; Delivery Schedule; SKU Mix;and [ *** ] for Delay and Nondelivery

5.1 All AG Product supplied will be releasied sale under a generic Label in Packaged forichvbomplies with Shire’s
NDA. Subject to compliance with Sh’s NDA, Impax will provide Shire with appropriate@ customary generic Package and Label design
which will be utilized by Shire in Manufacturing ABroduct. Any costs incurred by Shire in utilizisigch Packaging or Labeling, or in
performing other Manufacturing specifications (sasltablet imprints) requested by Impax and to Wwisihire agrees (such agreement not to k
unreasonably withheld, delayed or conditioned)luidinig related capital expenditures, shall be idetliin Manufacturing Costs.
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5.2 Shire’s Supply Obligations. Subject to the terms, conditions and limitatioh¢his Agreement, Shire agrees to supply
AG Product to Impax for Marketing pursuant to Sect and in accordance with the terms of this Agreret. Consistent with the Delivery
Schedule, (i) Impax shall submit purchase ordergéch Delivery Month specifying the amount of ImpeG Product by SKU Mix and in full
lot increments of [***] bottles, and (ii) Shire slhadeliver Impax AG Product. The Parties agree thatamount of [***] bottles represents an
approximation of the average size of a lot of Imp&x Product that will be Manufactured to satisfgle&KU lot ordered by Impax and that
Shire shall deliver, and Impax will accept, theuathumber of bottles for such SKU lot that is M&aotured to fill Impax’s ordered SKU lot,
whether greater or less than [***] bottles. Shird&ivery of such actual Manufactured bottles shalin full satisfaction of Impax’s order for a
SKU lot provided that the actual number of botfessuch SKU lot delivered to Impax is at least**bottles. In the event a SKU lot delivered
to Impax is less than [***] bottles (a_* Deficieqhbt "), Shire shall Manufacture and deliver to Impag thifference between [***] bottles and
the amount actually delivered to Impax from suclii@ent Lot as promptly as practicable. With respecall DEA Quota Grants issued priol
the Effective Date, Shire’obligation to supply Impax AG Product under thigeement shall be limited to the delivery of Impa& Product a
set forth in the Delivery Schedule in Section %)3ielow and in accordance with all the terms aptltions of this Agreement.

5.3 Allocation of DEA Quota Grants to Impax . With respect to all DEA Quota Grants issued afterEffective Date, the
amount and timing of Impax’s ordering and Shireafivery of Impax AG Product to Impax will be deténad in accordance with the
procedures set forth in this Section 5. 3. Excepeguired to meet its supply obligations to Impaxer this Agreement, nothing in this
Agreement shall be interpreted or construed asymway limiting Shire’s right or ability to allocagny DEA Quota Grant for use in the
Manufacture of Adderall XR or AG Product. The Restagree that the provisions of this Agreemenirdesded to set forth, among other
things, the terms and conditions for Impax’s ondgrof Impax AG Product, and the supply and delivafrimpax AG Product by Shire to
Impax; certain rights and obligations of Impax tielg to Impax AG Product; and Shire’s supply obligas for Impax AG Product.

€) Noatification to Impax of DEA Quota Grants . Shire will notify Impax of receipt of each DEA Qta
Grant and provide Impax with a copy of the DEA QuGtrant Letter as soon as possible, but in anytexetater than [***] after Shir
receives such DEA Quota Grant Letter. To the exddDEA Quota Grant Letter contains information redated to Adderall XR or ar
AG Product (for example, relating to another Shireduct), such information will be redacted befoemsmission to Impax.
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(b) Allocation to Impax of DEA Quota Grants. In determining the total amount of any DEA Quitbtat will
be subject to the allocation methodology set fagtein (the “ Allocated Quofd, the following amounts will be excluded: (i) [*¥
percent ([***]%)] of the DEA Quota shall be desiged for use in [***]; and (ii) [***] percent ([***]%)] of such grant shall be
designated as reserve quota (the * Reserve Quuide used for Manufacturing replacement prodacteny of Impax, Shire and/or
Teva due to product loss caused by [***] (each an&Reserve Quota Evefjt To the extent any or all of the Adderall XR
Manufactured [***] is not [***], Shire shall be fre to use such Adderall XR at its discretion. T®¢xtent that the Reserve Quota is
not used to replace AG Product for Teva and/or brgrgaAdderall XR for Shire that was not deliveratedo a Reserve Quota Event
that occurs prior to the next DEA Quota Grant, suichsed Reserve Quota will be added to the quatidade for allocation with the
next succeeding DEA Quota allocation that occutslerpax’s share of such unused Reserve Quotalshalllocated in accordance
with the Allocation Plan applicable to such nexteeding DEA Quota allocation set forth in Sectol(c). However, with respect
unused Reserve Quota remaining from the last DE&t&Grant granted on or prior to [***], based oSKU Mix provided by Impax
Shire shall deliver to Impax its share of such @duReserve Quota which will be based on [***]. hshall deliver to Impax such
unused Reserve Quota remaining from [***] withirf{} which utilizes any of the DEA Quota Grant imrmiately following [***].
With respect to any Reserve Quota Event, Shird phalide Impax with the information and documeittatin its possession
reasonably needed to confirm the cause of theantedReserve Quota Event. In addition, within th{89) days of each DEA Quota
Grant, Shire shall provide to Impax an accountihBeserve Quota reserved from the preceding DEAt&Goant including
documentation detailing, by Reserve Quota Evertaisiny quantities of the Reserve Quota for Res@uota Events and the amo
of Reserve Quota remaining for allocation.

(c) Allocation Plan . Within [***] after the date Shire receives a DEuota Grant Letter, Shire will prepare
and deliver to Impax, for its review, a proposedllbcation Plan’ that calculates [***] and Impax’s Allocated Shae*] for the
Allocation Period. At the time of delivery of thegposed Allocation Plan, Shire will also providepax with justification documents
in support of its calculation of [***], [***], andimpax’s Allocated Share, which documents shalludel copies of all data and
information used in the calculations, as well aetiled description of the related calculationghl [***] of receipt of Shire’'s
proposed Allocation Plan and justification docunseihinpax will either agree to the proposed AllogatiPlan, or provide to Shire any
proposed adjustments to the Allocation Plan bape what Impax believes are errors or miscalcubatiof [***], [***] and/or
Impax’s Allocated Share. At the time of deliverytbé proposed adjustments, Impax will also proBtié&e with justification
documents in support of its belief that there wsereh errors or miscalculations, which documentdl stdude copies of all data and
information used to confirm the errors or miscadtians, as well as a detailed description of theted calculations. The Parties shall
use their best efforts to agree upon a final AllimeaPlan not less than [***] thereafter (the “ Allation Deadliné). In the event the
Parties do not agree on Impax’s Allocated SharthbyAllocation Deadline, the dispute resolutiongadure set forth in Section 16. 13
(d) hereof shall be immediately implemented in otdedefinitively resolve all disputes related be tcalculation of Impax’s Allocated
Share. In addition, Shire shall: (i) place an amairkilograms equal to the difference between Shire’s proposquhkis Allocated
Share and Impax’s proposed Impax’s Allocated Sfthe" Disputed Quotd) into reserve pending resolution of the dispuite i
accordance with the terms herein; and (ii) maked®iiver Impax AG Product not in dispute in accarckawith the Delivery Schedule
contemplated in Section 5. 3(e). To the extentlibpute is resolved in Impax’s favor, the AllocatiBlan shall immediately be
recalculated to include the relevant amount of Dieg Quota, and Impax’s Allocated Share and [*1hl be increased accordingly
[***]. With respect to the delivery of Impax AG Pdoct representing any Disputed Quota allocatedhjmak following resolution of
the relevant dispute, Shire will use its best e§foo deliver such batches to Impax as soon asipaate.
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(d) SKU Mix . Within [***] of the earlier of: (i) the Allocatim Deadline, or (ii) the Parties’ agreement on an
Allocation Plan, Impax will provide to Shire its 8KMix and Impax’s preferred delivery sequence far 8KU Mix; provided
however, that the SKU Mix shall not exceed the total kimms of Impax’s Allocated Share. To the extent thattotal kilograms of
DEA Quota used in Impax’s SKU Mix is less than ImijgaAllocated Share, then Shire shall place thadeg of Impax’s Allocated
Share (the “ Shortfall) into reserve and Impax shall have the rightdednthe Shortfall added to ImpaxAllocated Share as part of
next DEA Quota allocation or to any Disputed Quobtt is ultimately allocated to Impax in accordandéa Section 5. 3(c). If there is
a dispute as to Impax’s Allocated Share, the SKW stibmitted by Impax shall not include the Dispu@abta. If any Disputed Quota
is ultimately allocated to Impax, then within [**gfter such allocation, Impax shall provide the SKItX and Impax’s preferred
delivery sequence for the SKU Mix and Shire shedlerve, without limitation, any Shortfall from tBésputed Quota for future use by
Impax. After the resolution of outstanding disputelated to the Disputed Quota, the aggregatevesenount of Shortfall shall
neither exceed [***] nor be less than [***]. To thextent the aggregate reserve amount of Shorfgitéater than [***], Shire shall be
free to allocate the excess above [***] at its sditcretion. In the event the Shortfall is lesatftd*], Shire shall be free to allocate
such amount at its sole discretion.

(e) Delivery Schedule. Within [***] of receiving any SKU Mix and prefead delivery sequence from Impax,
Shire will provide to Impax an estimated monthlyivkery schedule, based on the form of the deliwsaiyedule set out in Section 5. 3
(9), setting out the number of lots by month, apelciying SKU, of Impax AG Product Shire expects to delivetmpax, consistent
with the Allocation Plan and the SKU Mix and whitgtkes into account all of the requirements sehforthis Subsection (e) (“
Delivery Schedulé). In preparing the Delivery Schedule, Shire siale into account [***], and Manufacturing-relatetues. The
Delivery Schedule shall provide that:
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(@ for any Annual DEA Quota Grant, Impax! receive at a minimum: (a) within [***] whiclutilizes
any such DEA Quota Grant, [***] percent ([***]%)]fdmpax’s Allocated Share of such DEA Quota Gramd,gb) in each
Delivery Month thereafter, Impax AG Product condtitg [*** | percent ([***]%)] of Impax’s Allocated Share of such DEA
Quota Grant until all of Impax’s Allocated Shareleivered; and

(i) for any supplemental DEA Quota Grantpax will receive at a minimum: (y) within [***jvhich
utilizes any such DEA Quota Grant, [***] percent*{]%)] of Impax’s Allocated Share of such DEA Quotrant, and (z) in
each Delivery Month [***] percent ([***]%)] of Impa’s Allocated Share of such DEA Quota Grant.

Shire shall use its best efforts to schedule thawfkcturing of Adderall XR and AG Product in orderensure that [***]. Within [***]
of receiving Shire’s proposed Delivery Schedulepdmmay propose modifications to Shire’s proposetivery Schedule, including
the SKU Mix for a Delivery Month, and Shire will @ists best efforts to accommodate Impax’s requesis within [***] deliver to
Impax an updated Delivery Schedule reflecting #rae. With respect to any Disputed Quota, the Rastiall also update the Delive
Schedule to reflect the resolution of the dispute such AG Product shall be delivered as soonadipable in accordance with the
last sentence of Subsection (c) above. The Deli8ehedule may only be modified as follows: (i) tiwdo the Delivery Schedule for
Disputed Quota allocated to Impax; (ii) to revise Delivery Schedule as required in Section 5.8(§ to delays; and (iii) by the
Parties as part of a Delivery Schedule Modificaiiothe form annexed as Schedule 5. 3(e) heretxut&d on behalf of Impax by one
of its Senior Vice Presidents (or a more seniordrgfficer) and Shire.

® Additional Considerations for Allocation to Impax of DEA Quota Grants . If either Party has verifiable
evidence that, [***], such Party may provide eviderto the other Party of the same, and upon ther dthrty’s consent, not to be
unreasonably withheld, [***]. In the event thatany Allocation Period, [***] as permitted in thiegtion [***], such that [***] remair
a part of the calculation of [***], then the [***$hall be replaced with [***]. With respect to [***applicable to the period beginning
on January 1, 2012 and ending on December 31, @342 JanuarsDecember 2012 Periddl|, each Party acknowledges and agrees
that [***] for the January-December 2012 Period bagn calculated utilizing an acceptable method,aacurately reflects [***] for
the January-December 2012 Period. Further, if ptiame, whether due to [***], Impax AG Product nd¢livered to Impax according
to the Delivery Schedule is: (i) more than [***]r Gi) more than [***] in any [***] period (eitherbeing a “ Delivery Delay), at
Impax’s sole option [***] shall for the next Allo¢®n Period, subject to the following sentencedbemed to be the greater of: [***]
or [***]; provided , however, the foregoing option shall not be available tgpéx if Shire can reasonably demonstrate that the
difference between [***] and [***] resulted soleliyom factors other than a Delivery Delay (e. g*¥]). In the event of a Shire
failure to supply resulting from [***], and such Bé failure to supply [***] due to such [***], therj***] for the next Allocation Perio
shall be that of the [***] beginning immediatelyipr to the month of the first delayed or misseddut delivery resulting from such

[***] .
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(9) Supply of Impax AG Product January-December 2013The Delivery Schedule with respect to any C
Quota Grant issued prior to the Effective Date (tianuaryDecember 2013 Delivery Schedt)eshall be as follows:

Jan Feb March | April May June July Aug Sept Oct Nov Dec Total
SKU 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 Lots
(lots) (lots) (lots) (lots) (lots) (lots) (lots) (lots) (lots) (lots) (lots) (lots)
[***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***]
[**-k] [**-k] [**-k] [**-k] [***] [***] [***] [**-k] [**-k] [**-k] [***] [***] [***] [***]
[***] [*-k*] [***] [***] [***] [***] [***] [*-k*] [***] [***] [***] [***] [***] [***]
[***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***] [***]
[***] [*-k*] [***] [***] [***] [***] [***] [*-k*] [***] [***] [***] [***] [***] [***]
[**-k] [**-k] [**-k] [**-k] [***] [***] [***] [**-k] [**-k] [**-k] [***] [***] [***] [***]
Total lotg
per [ * k% ] [ *kk ] [ * k% ] [ *k% ] [ *k% ] [ *k% ] [ * k% ] [ *kk ] [ * k% ] [ *k% ] [ *k% ] [ *k% ] [ *k% ]
month

The Parties acknowledge and agree that as of feetlke Date: (i) Shire has supplied the Impax A@dRct ordered by Impax for
delivery before the Effective Date; and (ii) allrpbase orders and forecasts issued by Impax b#fergffective Date are cancelled.

(h) Manufacture and Delivery of Impax AG Product. The Parties agree and acknowledge that all oesom
of the Manufacturing of Impax AG Product may be dacted by Shire’s Manufacturer, including [***], @ridedthat Impax AG
Product [***]. Should Shire desire to [***] then $ie shall give Impax not less than [***]' prior witen notice of the same, along with
a complete explanation as to the [***]. [***]. Indalition, Shire shall [***] of AG Product to Impaxiaccordance with the Delivery
Schedule. Impax AG Product shall only be deliveaetinpax following Shire’s completion of the tegtiand inspections of the
applicable Product as set forth in Section 6. @ {tA Testing’). Subject to any extensions for the [***] QA Ped, the delivery due
date for each month of the Delivery Schedule (&!iv@ry Month”) shall be the last Business Day of the monthyledthat Shire
shall make Impax AG Product available for pickuplimpax earlier in a Delivery Month when Impax AGBuct has completed QA
Testing. If Impax AG Product is received by Shirenfi Shire’s Manufacturer in the last several ddys Delivery Month, it will be
supplied to Impax within [***] after receipt therkar in order to allow for Shire to complete QA Ting (the “[***] QA Period ).
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0] Delays in Delivery. In the event that any Impax delivery will be de&d, in whole or in part, including
without limitation, due to [***], Shire will notifyimpax of such late delivery as soon as possibiepgomptly thereafter agree with
Impax, such agreement not to be unreasonably withba a later date for delivery that is intendedtcommodate the delay, taking
into consideration [***]. Except as provided in $ien 5. 13(d), in no event shall a delay in delivalter Shire’s obligation to supply
Impax’s Allocated Share according to the Delivery Schedila delay in delivery is unique to batcheslfopax, Shire will use its be
efforts including, without limitation, utilizing ailable Reserve Quota, to deliver such batches\ak as soon as practicable but not
later than within [***] after the delivery date sferth in the Delivery Schedule. If a delay in deliy is caused by [***], then Shire
will, in consultation with Impax, set a later d&be delivery intended to deliver Impax AG Produatitnpax as close to the Delivery
Schedule as possible, [***], as the case may beohmection with any [***] related to Impax AG Pract in addition to notices
required by Section 16. 1 hereof, Shire shall ptevmpax with the information in its possessiorsoggbly needed to confirm [***].

5.4 Allocation of DEA Quota to Impax in 214

(a) [***]. Shire shall allocate Impax ABroduct in an amount not less than Impax’s Allod&8bare and
provide a Delivery Schedule for Impax AG Producthwiespect to: (i) any quota granted by DEA purst@uif**]; and (ii) any
supplemental quota granted by DEA [***].

(b) With respect to the Allocation Plam the Annual DEA Quota Grant for 2014, Impax shallallocated
Impax’s Allocated Share, [***];_providegdhowever, that Impax will never receive less than the [*tfipax Allocated Share for such
DEA Quota Grant. [***]. For all DEA Quota Grantsaeived [***] but after [***], [***] shall be utiliz ed to determine Impax’s
Allocated Share. [***].

(c) Except for DEA Quota allocated to bwpluring the Supply Term, including without lintitan any
replacement for such DEA Quota, the Parties adn@eShire shall have no obligation to allocatentpax any Impax AG Product fro
any DEA Quota Grant that is granted after [***].otwithstanding anything to the contrary in this Agment, Shire is obligated to
deliver to Impax all Impax AG Product to be Manutaed from Impax’s Allocated Share which Impax veasitled to receive under
this Agreement, but which was undelivered as ofeti@ of the Supply Term including, without limitati AG Product owed from a
Deficient Lot, AG Product to be reallocated to Imparsuant to Section 5. 3(b), Disputed Quota alied to Impax pursuant to
Section 5. 3(c), Shortfall, delayed Impax AG Prddaad all undelivered replacement product (* Uneekd Product). It is
understood that the Delivery Schedule may exteydret expiration of the Supply Term and all Undealag: Product shall be delivel
to Impax in accordance with the Delivery Schedlitgax has the right to Market its inventory aftee Supply Term until the
inventory is depleted.
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(d) Notwithstanding anything to the camyrin this Agreement, [***]; provided however, that Shire may
request a [***] to replace any Adderall XR or AGd@luct subject to a recall, market withdrawal ozges. In the event of any
discussion or correspondence with DEA concernifig*y or if any DEA Quota Grant actually grants[&*], Shire shall notify
Impax within five (5) days of such discussion, espondence or grant in writing with full detailsliding, without limitation, an
explanation of any basis for such a [***] or dissig thereof, of which Shire has knowledge. Shir@ide solely responsible for
compliance with any [***] and Impax shall have naHility therefor, provided that such [***], furtlmgorovided, however, that if there
is a [***].

5.5 Payment for Impax AG Product. Shire shall invoice Impax at the time of each shéptrof AG Product at the [***] for
such shipment. Impax shall pay each such invoitkinvthirty (30) days of receipt.

5.6 Deliveries.All deliveries to Impax of Impax AG Product sha#t p**] facility to a carrier designated by [***]The term:
and conditions of this Agreement shall be contngllover any conflicting terms and conditions statelinpax’s purchase order or Shire’s
invoice or confirmation. Any other document whidtal conflict with or be in addition to the termsdaconditions of this Agreement is hereby
rejected (unless the Parties shall have mutualigexbto the contrary in writing in respect of atigatar instance).

5.7 Records.During the Term, and for a period of three (3) gahereafter, Shire shall, and shall ensure thatfiiliates
shall, keep at either its normal place of businesat an off-site storage facility, detailed, aeta and up to date:

€) records and books of account sufficie confirm the calculation of the Cost of Gooasd

(b) information and data contained in anoices provided to Impax in connection with thigreement.
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5.8 Impax Audit of Shire. On no less than five (5) Business Days’ notice ftompax, Shire shall make all (i) records, books
of account, information and data concerning the Macturing Costs of Impax AG Product and (ii) doamntation to verify first receipt by
Shire of Adderall XR and AG Product from Shire’smméacturer from each Quota Grant (with any othedpct information redacted),
available for inspection during normal businessriday Impax or its nominee for the purpose of gaheview or audit, provided that Impax
may not request such inspection more than twi@nincalendar year. In the event Impax’s auditoliebe there is a discrepancy in the
calculation of Manufacturing Costs or the datefiref receipt, Impax’s auditors shall be entitledtédke copies or extracts from such records,
books of account, information and data (but onl{hi extent related to the calculation of ManufentyCosts or to verify dates of receipt)
during any review or audit provided the auditomsig confidentiality agreement with Shire providthgt such records, books of account,
information and data shall be treated as Confidéfriformation which may only be disclosed to Impis auditors, its legal and other advis
and as otherwise required by Applicable Laws. lp&x's external auditos' results shows an overpayment by Impax, Shiré paglthe amour
of such overpayment, plus simple, non-compoundtést at an annual rate of [***] percent ([***]%}jeginning on the date such
overpayment occurred. If Impax’s external auditeesults shows an underpayment to Shire, Impax phglthe amount of such underpaymen
to Shire. Any underpayment or overpayment of am®doe hereunder due to a discrepancy in the céilmulaf Manufacturing Costs shall be
paid or refunded by the applicable Party withimtth{30) days of the earlier of: (i) the Partiegr@ement in writing as to the appropriate
overpayment or underpayment; or (ii) the resolutbany disputes related thereto if a disputefisrred for resolution pursuant to Section 16.
13(d). For clarity, all disputes related to Impaxds Shire’s or their auditor’'s conclusions, shmlresolved by the dispute resolution process in
Schedule 16. 13(d).

5.9 Audit Costs. Impax shall be solely responsible for its costmaking any such review and audit, unless Impaxtifies ¢
discrepancy in Manufacturing Cost paid to Shireehader of five percent (5%) or greater in whichrgv&hire shall be solely responsible for
the cost of such review and audit and refund Ingraxoverpayment. All information disclosed by Shirats Affiliates pursuant to this Secti
5. 9 shall be deemed Confidential Information.

5.10 Rolling Twelve (12) Month Non-Binding Forecasts Within fourteen (14) Business Days of the EffeetDate and on
or before the fifth (5th) Business Day of everyecalar quarter thereafter, Impax will deliver a omding forecast (“ Notbinding Forecast)
to Shire, for planning purposes only, of the qu&giof Impax AG Product, by SKU, which Impax aigates it will require for Marketing
during the twelve (12) month period (* Forecastiétt) beginning three (3) months following the datesoth Non-binding Forecast and will
include delivery quantities for each month of tleed€ast Period.

5.11 No Other Agreements;[***] . Other than Teva, Shire shall not grant to any TRiadty the right to take delivery of or
sell AG Product prior to the end of the Supply Tehmaddition, Shire agrees to give Impax not kbss five (5) Business Days’ written notice
of [***].

5.12 Communication . Personnel from Shire and Impax with the requid@eisionmaking authority will conduct conferen
calls every two (2) weeks to discuss all issuesteel to the supply of Impax AG Product to Impaxuding, all information relating to Shire’s
DEA Quota Grant requests and DEA Quota Grants, X'spallocated Share, [***], Allocation Plans for Ipax AG Product, SKU Mix,
Delivery Schedules, Purchase Orders, Mording Forecasts, increased Impax business, tiambquantity estimates for delivery of Impax
Product, relevant quality assurance issues andamidatch issues for Impax AG Product. To fad#itsacreased communication, [***] and
[***] will make themselves available to participata such calls (or in person) for at least the fin® (2) months following the Effective Date.
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5.13 [ ***] for Late Deliveries and Non-Delivery.Notwithstanding anything to the contrary in thisrAgment, if Shire fail
to provide supply of Impax AG Product in accordandth the terms of this Agreement, then the follogvshall apply.

(a) If the Impax AG Product is deliversihin [***] days of the delivery date set forth ihe Delivery
Schedule for such AG Product (including only matiifions expressly permitted under Section 5. 3(@pax shall have [***] due to
the delay in delivery. In the event Shire belietrest it will be unable to deliver a particular SK&d within [***] days of the delivery
date set forth in the Delivery Schedule for suchU3&t, Shire shall provide Impax prompt written icet of the same and may offer
Impax timely delivery of a different SKU lot in liethereof. If Impax notifies Shire within [***] Busess Days thereafter that Impax
will accept the delivery of the different SKU Idfered by Shire, then (i) the Delivery Schedulel wé deemed amended to include, a:
a replacement for the original SKU lot, the difier&KU lot (with the same delivery date as theiaat) and (ii) Shire shall deliver
such different SKU lot on or prior to such delivelste.

(b) Provided that replacement or deldyaplax AG Product is provided to Impax as contengaldierein
(including, without limitation, in accordance wigections 5. 3(b) and 5. 3(i)) such that Impax neeimpax AG Product representi
all of Impax’s Allocated Share, Impax will [***] deito any delay in supplying Impax AG Product lakem [***] days from the
delivery date set forth in the Delivery Schedulth# delay is caused by [***]. For any delay inigety caused by [***], Impax’s sole
remedy for such delay will be [***].

(c) If Shire supplies Impax AG Product novered by an event described in Section 5. 1&gbye, later than
[***] days but before [***] days after the deliverglate set forth in the Delivery Schedule (* L-&epplied AG Produc), Impax’s sole
and exclusive remedy for such delay will be [**T]lhe Parties shall fully cooperate in the promptektion [*** ] under this Section,
which calculation shall be completed not later ttiarty (30) days after Impax has determined [**#).connection with such
calculation, Impax shall provide Shire with writteatice of Impax’s calculation (the “ Impax [***] dtice”), along with all the
information, documentation, and calculations reabbnneeded for Shire to confirm Impax’s calculatio

(d) If Shire has failed to supply Impag&A°Product not covered by an event described in@ebt 13(b) abow:
within [***] days of the delivery date set forth ithe Delivery Schedule (* NeSupplied AG Produc):

0] Shire shall deliver to Impax writteotice (the “ New Delivery Date Noticg of a new firm
delivery date (the “ New Delivery Datgfor the Non-Supplied AG Product.
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(i) Beginning on the date the Impax A@d®uct becomes Non-Supplied AG Product and ending
[***] days after Impax’s receipt of the New DeliveDate Notice from Shire (the * Cancellation Perthpdmpax will have
the option to cancel its order for the Non-Supph&sal Product, in whole or in part, but only in whdd¢ increments, and,
subject to [***] adjustments set forth in Section3f), Impax’s sole and exclusive remedy for saaiount of cancelled Non-
Supplied AG Product will be [***]. In the event jpax cancels its order for the Non-Supplied AG Pobdilne amount of
DEA Quota that Shire or Shire’s Manufacturer wolidtve used to produce the Non-Supplied AG Prodwadt stvert to Shire
for its use at its sole discretion. With respecang amount of Norsupplied AG Product not cancelled by Impax by the ef
the Cancellation Period, Shire shall deliver adtsuncancelled Non-Supplied AG Product on or befloeeNew Delivery
Date set forth in the New Delivery Date Notice. f@abto [***] adjustments set forth in Section 5f)3 Impax’s sole and
exclusive remedy for the amount of Non-Supplied Ri@duct that is not cancelled by Impax as permitiegtunder and is
delivered by the New Delivery Date will be [***].d¥ clarity, in connection with such calculation*{fwill be calculated
based on the delivery date as originally set forttne Delivery Schedule, and not based on any Reiiwery Date.

(iii) If Shire does not deliver to Impak of the uncancelled Non-Supplied AG Product sabjo a
New Delivery Date Notice on or before the New DefivDate, with respect such Non-Supplied AG Prodshire shall
deliver to Impax another New Delivery Date Notieg' (Subsequent Delivery Date Notigeand, beginning on the first day
after the New Delivery Date and ending [***] dayféeast Impax’s receipt of such Subsequent Deliveryeidotice (a “
Subsequent Cancellation Peripdimpax will have the option to cancel its order the Non-Supplied AG Product, in whole
or in part, but only in whole lot increments, aedbject to [***] adjustments set forth in Section3f), Impax’s sole and
exclusive remedy for such amount of cancelled NopgBed AG Product will be [***]. With respect tdhé amount of Non-
Supplied AG Product not cancelled by Impax by the ef the Subsequent Cancellation Period, Shirkt dakver all such
uncancelled Non-Supplied AG Product on or befoeeNkew Delivery Date set forth in the Subsequentv2gf Date Notice.
Subject to [***] adjustments set forth in Section®f), Impax’s sole and exclusive remedy for theoant of Non-Supplied
AG Product that is not cancelled by Impax as peaetdihereunder and is delivered by the New Deliiate set forth in the
Subsequent Delivery Date Notice will be [***]. Folarity, in connection with such calculation, [**#ill be calculated based
on the delivery date as originally set forth in elivery Schedule, and not based on any New DsliZate. The foregoing
process shall be repeated until all remaining NoppBed AG Product is either (i) cancelled by Imard Shire [***] for
such cancelled Non-Supplied AG Product or (ii) deled to Impax by Shire by or before the then-aaiblie New Delivery
Date.
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(iv) The Parties shall fully cooperatelie prompt calculation of [***] which calculatioshall be
completed no later than thirty (30) days after Inipaelivery of notice of cancellation of any Nomysplied AG Product. In
connection with such calculation, Impax shall pda/Shire with written notice of Impax’s [***] afg with all the
information, documentation, and calculations reabbnneeded for Shire to confirm Impax’s calculatio

(e) If Shire believes there is an ernromiscalculation in Impax’s calculation under Sens 5. 13(c) or (d),
then (i) Shire shall provide Impax with an explao@atof the reasons why it believes there has baeesri@r or miscalculation and Sh
shall pay all undisputed amounts within ten (10)sdaf receipt of the Impax [***] Notice or the [**} (as applicable) and (ii) Impax
shall provide Shire any additional documents thbelieves may assist in understanding the calomatin dispute. With respect to ¢
disputed amounts, upon request from Shire, Impak permit reasonable access to its records inrdaiteShire to verify Impax’s
relevant calculations. In addition, the Partiedidiave the right to seek a resolution pursuarhéodispute resolution procedure
required by Section 16. 13(d). Disputed amountdl blegpaid within ten (10) Business Days of agreenietween the Parties or
resolution of dispute resolution. If any disputedsolved in favor of Impax, interest [*** ] at thiate set forth in Section 5. 13(h).

() In the event that Shire has failedtpply Impax AG Product to Impax as contemplate&éction 5. 13(d

[***] i

(9) During any period when any Impax Afddrict has not been delivered by its delivery dateforth in the
Delivery Scheduleall incoming Impax AG Product shall be credited@ows: (i) first, against any deliveries of Imp&aG Product
scheduled for the Delivery Month in which the deldympax AG Product is delivered, and (ii) secaghinst delayed Impax AG
Product originally scheduled for delivery in eactopDelivery Month, beginning with the most rec@&glivery Month preceding the
Delivery Month referred to in clause (i) of thisos@ction and continuing to the next most recenivegl Month until all Impax AG
Product deliveries are up to date. Except as peavfdr in Section 5. 13(f), nothing in this Agreemhshall be interpreted or construed
to allow or permit a Party to delay, withhold, dewr cancel any amounts due and payable to thg Bader this Agreement,
including, without limitation, royalties due andyadle by Impax under Section 9 and payment for k@ Product under Section 5.
5.

(h) All [*** ] to be made pursuant to Sem 5. 13(d) shall be subject to simple, non-comrmted interest at an
annual rate of [***] percent ([***]%) beginning othe delivery date in the Delivery Schedule untits{i** ] .
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5 NDA.

6. Quality Assurance; Acceptance

6.1 Shire represents, covenants and wartarntspax that:

€) all AG Product hereunder shall bedpied in accordance with cGMP and other Applichlls, rules an
regulations and that none of the AG Product suggiiereunder shall be adulterated or misbrandeéfased by the Act;

(b) all shipments of AG Product supplregteunder shall meet the specifications and quatibtrol standards
set forth in Shire’'s NDA;

(c) Shire or a Shire Affiliate will useo@mercially Reasonable Efforts to maintain througttbe term of this
Agreement all permits, licenses, registrations athér forms of governmental authorization and apgreequired in order for Shire to
perform its obligations hereunder in accordancé wit Applicable Laws;

(d) to Shire’s knowledge upon due in\gsgion, as of the Original Effective Date, the Miauture or
Marketing of the AG Products in the Territory puaatito this Agreement does not infringe, misapgateror otherwise conflict with
any intellectual property rights of any Third Party

(e) Shire or a Shire Affiliate owns ambpesses all right, title and interest in the SKIP&; and

) Shire has the right to grant all bétrights and licenses granted herein to ImpaxutmgeAdderall XR
Intellectual Property, and it is not under any gation to any Third Party that conflicts with tleerhs of this Agreement.

6.2 Impax AG Products shall (i) have a shi#édfof at least [***] months from the date of Mafacture and (ii) conform to

6.3 All AG Products will be in finished dagaform, filled, Packaged and Labeled for commésaée in accordance with the

terms and conditions of this Agreement, the Qualigyeement, and Applicable Laws.

6.4 Shire shall perform all quality conttests and other inspections required by appliceBiIP standards and Shire’s NDA

and shall furnish to Impax a certificate of anadytsigether with each lot of AG Product shippednpax. Shire will also provide Impax with
Material Safety Data Sheets as required by LavitferAG Products, and updates of same as necessary.

6.5 Shire will promptly notify Impax of amgquest from the FDA to change AG Product spedifica or Labeling and will

notify Impax of any changes in specifications. Malschange which requires FDA approval will be iempénted prior to obtaining such Impax
approval.
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6.6 Impax shall conduct, at its own expesseh tests as it deems necessary to determiro@hgliance of the AG Product
with the requirements of Sections 6. 1(a-b), 6n@ @& 3. Impax shall notify Shire within thirty (B8ays of its receipt of each shipment of the
AG Product of any non-compliance of the AG Produith the requirements of Sections 6. 1(a-b), 6r 8.8 revealed by such testing. If no
notice of non-compliance is delivered to Shire witsuch thirty (30) day period, the AG Product stiviered shall be deemed to comply with
Sections 6. 1(a-b), 6. 2 or 6. 3.

6.7 Subject to the provisions of Sectio®,65hire shall replace, at its own expense inclydivithout limitation, all freight
costs, any AG Product that does not meet the rexapgints of Sections 6. 1, 6. 2 and 6. 3. Subjegttorthe indemnification obligations set
forth in Section 12. 1, Shire shall have no otHaigation with respect to Losses in respect of sd€hProduct or the representations set for
Sections 6. 1, 6. 2 and 6. 3.

6.8 If, following the timely delivery of aotice by Impax pursuant to the provisions of Sec806, Impax and Shire do not
agree that any lot or lots of the AG Product refdrio in the notice meets the requirements of Sest. 1(eb), 6. 2 or 6. 3, that lot or those |
of the AG Product shall be tested for such compkamvithin thirty (30) days after notice of the eeffis delivered to Shire, by a disinterested
Third Party expert selected by the mutual agreemmelmpax and Shire. The decision of such ThirdyPexrpert with respect to the question of
compliance shall be binding upon Impax and Shirdte purposes of Sections 6. 1(a-b), 6. 2 ord.tBis Agreement only. The costs of such
testing shall be borne by Shire if such lot or ks found not to meet the requirements of Secioriga-b), 6. 2 or 6. 3 and by Impax if those
lot or lots are found to meet the requirementseaifti®ns 6. 1(a-b), 6. 2 or 6. 3.

6.9 At least once per calendar year follgpihe License Effective Date, Impax will provideii®hwith a certificate of a duly
authorized officer with regulatory responsibilitigsthe effect that Impax stores and ships AG Pebofuaccordance with all Applicable Laws
and regulations, including cGMP standards.

6.10 Impax represents, covenants and wartaréire that all Generic Product Marketed by Irmnpdl be stored, shipped
and handled in accordance with cGMP and all Appliedaws, rules and regulations and all Impax Pcotanufactured by Impax, or for
Impax by a Third Party, shall be Manufactured, paghband handled in accordance with cGMP and alliégiple Laws, rules and regulations
and the Impax ANDA.

7. Requlatory Responsibilities; Adversevent Reporting; Recalls

7.1 As the holder of Shire’s NDA, Shire whithve sole authority to deal with regulatory mattedating to Shires NDA or AG
Product. During the term hereof, Shire shall mam&hire’s NDA in accordance with all applicableuérements of the FDA and other
Governmental Authorities, including, without limiian, the filing of all annual and other reportsfiings required by the FDA.
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7.2 Impax shall submit to Shire all repatsiAdverse Drug Experiences, together with allvaelg information possessed by
it, in time for Shire to meet all periodic and anhsafety regulatory obligations to the FDA. Imy=nall also promptly submit to Shire all AG
Product inquiries or complaints for handling byr&hEach Party shall cooperate with the other andige information in its possession to the
extent necessary for the other Party to comply wafitlegal requirements relating to the Manufacturélarketing of Generic Product and the
Parties will use diligent efforts to agree uporuatomary pharmacovigilance protocol as promptlprasticable after the date hereof to provide
for the necessary exchange of adverse event aatgdehformation to permit Shire to comply with Aigpble Laws and regulations on a tim
basis.

7.3 Each of Shire and Impax will immediateiform the other in writing if it believes one wrore lots of any AG Product
should be subject to recall from distribution, isgttforth the reasons therefore with reasonableiipty. To the extent permitted by legal and
public safety requirements, the Parties will cofiifefore initiating any recall. If the Parties dd neach agreement on the need for a recall, «
Party may initiate a recall. The Party initiatitng trecall shall initially bear the cost thereof ahdll carry out the recall in accordance with bes
industry practices. In the event it is determinteat & recall resulted from a breach by a Partyngfdd its representations or warranties
hereunder, such Party shall be responsible focdlsts of the recall and the cost of any unnecessagyoundless recall or other recall which is
not the result of a breach by the other Party gradrnits representations and warranties hereurstie] be borne by the Party initiating or
requesting such recall. In no event shall a Paligtslity to the other hereunder exceed the actugdof-pocket costs incurred or the cost of
replacement of AG Product at a price equal to tleacturing Costs, as the case may be, and néidrey shall be liable for lost profits or
other consequential damages.

7.4 As the holder of the Impax ANDA, Impaxivaave sole authority and responsibility to dedth regulatory matters
relating to the Impax ANDA or Impax Product inclndimaintaining the Impax ANDA as applicable in ademce with all applicable
requirements of the FDA, including, without limitat, the filing of all annual and other reportdfitings required by the FDA.

7.5 Shire shall keep, or cause its Affilmte keep, as required, such samples and suctdee@mrcopies thereof) in respect of
the AG Products as are required by Applicable Lamstich period of time as may be required thereunde

7.6 Each of Shire and Impax shall promptipim the other of any correspondence from the F&garding the Generic
Products that would materially affect its abilityrheet its obligations under this Agreement. Edcbhire and Impax shall notify the other
promptly, but in no event later than ten (10) BasmDays following the occurrence thereof, of amyemally adverse inspections by the FDA
or other regulatory authorities which pertain te @eneric Products or to the facilities of suchtyPar its Affiliate where the Generic Products
are being Manufactured or stored.

7.7 Impax and Shire have entered into a uAbreement in form and content reasonably aa@ptto Impax and Shire (
Quality Agreement). The Quality Agreement includes protocols anddfic responsibilities for handling AG Productsatjty complaints,
ADE reports, and professional medical service irigsiin accordance with Shire’s standard operginogedures and in conformity with
Applicable Laws.
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8. Marketing of Generic Product

8.1 Impax shall, at its sole cost and expenslize all Commercially Reasonable Efforts imifideting the Generic Product in
the Territory to maximize sales and profits of G&nEroduct. During the Term Impax shall not eritdo any arrangements or agreements wit
any other Person to Market or promote Generic Rioidithe Territory without Shire’s prior writteronsent, except that Impax shall not be
restricted in entering into customary agreements it§ ordinary trade customers including, withtomitation, distributors and retailers.

8.2 It is the intent of the Parties that Brpwill seek to sell Generic Product for its fularket value. Impax will have sole
discretion, however, in setting the price for taesf the Generic Product in the Territory. Impéh also agree that if it prices Generic Proc
in order to gain or maintain sales of other produitten for purposes of calculating the paymenéstdtreunder, the Net Sales of such Generic
Product shall be adjusted to reverse any discotithwvas given to a customer that was in excessistomary discounts for the Generic
Product (or, in the absence of relevant data fiesr@eneric Product, other similar products undetilar market conditions).

9. Shire Profit Share
9.1 During the Term, Impax shall pay to 8tarroyalty of [***] percent ([***]%) of the Net Rufits of Impax Product.
9.2 Impax shall pay a royalty to Shire ectoal
€) [***] percent ([***]%) of the Net Prfits on sales of Impax AG Product made by Impaxrduany period

when the Impax AG Product is the only Generic Egl@xt being Marketed in the Territory other tha@emneric Equivalent marketed

by or on behalf of Barr Laboratories, Inc. or agcessor in interest to Barr Laboratories, INARDA that is the subject of the past
litigation between Shire and Barr Laboratories, Inc

(b) [***] percent ([***]%) of the Net Préits on sales of Impax AG Product made by Impaxrdyany time
period other than as described in Section 9. 2(a).

9.3 Payments due under this Section 9 $lsathade within fortyfive (45) days from the end of each calendar quantevhick
Generic Product is sold (* Reporting PeripdAll such payments shall include an invoice détg the calculation of Net Sales and Net Profits,
including itemized calculations for each of (i)abhgh (xiv) set forth in Sections 1. 82 and 1. &each may be applicable and the royalties
payable hereunder. In the event of two occurremdese payment by Impax is delayed beyond the raleRaporting Period, the Reporting
Period shall be changed to thirty (30) days fromehd of each calendar quarter at Shire’s eleetiwhupon ten (10) days advance written
notice from Shire to Impax. For clarity, the defioin of Net Sales set forth in Section 1. 83 of thgreement shall be applied to all sales of
Generic Product sold on or after April 1, 2011 shdll be used for all related calculations.
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9.4 In the event that Net Profits is a nagaamount for any Reporting Period, no paymenefund shall be due from Impax
to Shire or from Shire to Impax, in respect ther@od the Net Profits with respect to the subsegRepbrting Period, shall be reduced by suct
negative amount for purposes of determining Shsbare of the Net Profits for such subsequent RieygoPeriod.

9.5 Maintenance of Records During the Term, and for a period of three (Jngethereafter, Impax shall, and shall insure
that its Affiliates shall, keep at either its nofméace of business, or at an off-site storagdifgctetailed, accurate and up to date:

€) records and books of account sufficie confirm the calculation of the Net Sales &ted Profits; and

(b) information and data contained in anyoices or reports accompanying any payment toe§hovided to
Shire in connection with this Agreement.

9.6 Inspection.On no less than five (5) Business Days’ notice fi®mire, Impax shall make all such records, books of
account, information and data concerning this Agrest available for inspection during normal businlesurs by Shire or its nominee for the
purpose of general review or audit, provided thHateSmay not request such inspection more tharetimi@ny calendar year. In the event
Shire’s external auditors believe there is a djig@ney in the calculation of Net Sales or Net Psqfidid to Shire (including in the Returns and
Final Reconciliation Report) or [***] paid, or toebpaid, by Shire pursuant to Section 5. 13, Shegtsrnal auditors shall be entitled to take
copies or extracts from such records, books of aaizdnformation and data (but only to the extetated to the contractual obligations set out
in this Agreement) during any review or audit pd®d the external auditor signs a confidentialityeagnent with Impax providing that such
records, books of account, information and datdl bleareated as Confidential Information which ni@ydisclosed to Shire, its auditors, its
legal and other advisors, and as otherwise reqbiyefipplicable Laws. If Shire’s external auditor&sults shows an underpayment to Shire,
subject to the rights and remedies available toakripcluding a right to seek dispute resolutionpéx shall pay the amount of such
underpayment, plus simple, naompounded interest at an annual rate of [***] paitc([***]%) beginning on the date of such underpsgnt. I
Shire’s external auditor’s results shows an ovemmyt to Shire, Shire shall pay the amount of suahrmayment to Impax. Any underpayment
or overpayment of amounts due hereunder shall ioegpaefunded by the applicable Party within $hi{80) days of the earlier of (i) the
Parties’ agreement in writing as to the appropristerpayment or underpayment or (ii) the resolutbany disputes related thereto if a dispute
is referred for resolution pursuant to Section1t®d). For clarity all disputes related to Impaxis Shire’s or their auditor’s conclusions, shall
be resolved by the dispute resolution process ire@de 16. 13(d).
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9.7 Inspection Costs. Shire shall be solely responsible for its costsiaking any such review and audit, unless Shire
identifies a discrepancy in the calculation of [Sates or Net Profits paid to Shire under this Agreet in any calendar year from those
properly payable for that calendar year of fivecpat (5%) or greater, in which event Impax shalsbkely responsible for the cost of such
review and audit and refund Shire any overpaymfhinformation disclosed by Impax or its Affiliasepursuant to this Section 9 shall be
deemed Confidential Information.

9.8 12-Month True Up. Twelve (12) months after the end of the Supply T.dmpax shall perform a “true-up&conciliatior
of the items comprising deductions from Net Sales thereafter shall provide Shire with a writtepad of such reconciliation (the * Returns
and Final Reconciliation Repdit The reconciliation shall be based on actuahqgasid or credits issued through the end of thepBuperm,
and during the [***] month setoff period that folles the Supply Term. In determining whether andchdxtent an underpayment or
overpayment to Shire has been made, the recoimilighall calculate the payments due Shire baseteroyalty rate due Shire under Section
9.1 or 9. 2 applicable at the time the deductias wriginally accrued. If the Returns and Final ®®diation Report shows an underpaymel
Shire, subject to the rights and remedies availablmpax including a right to seek dispute redolytimpax shall pay the amount of such
underpayment plus simple, non-compounded intetesst annual rate of [***] percent ([***]%) beginnmon the date such deduction was
accrued, to Shire within thirty (30) days of theéedaf delivery of such report. If the Returns amubFReconciliation Report shows an
overpayment to Shire, Shire shall pay the amoustioh overpayment, to Impax within thirty (30) dayshe date of delivery of such report.
Shire shall be entitled to conduct an audit of Impéhin thirty (30) days of Shire’s receipt of tReturns and Final Reconciliation Report, in
accordance with the procedures set forth in Sesto and 9. 7.

9.9 Shire Payment.As part of the consideration set forth herein, Shigrees to pay Impax Forty-Eight Million Dollars
($48,000,000) (the “ Payment Amouit Within [***] after the Court’s entry of a Stiplation of Dismissal or Order of Dismissal (each as
defined in the Supply Litigation Settlement Agreem)es applicable, Shire shall pay Impax the Pagmemount in a single cash payment via
wire transfer to an account designated by Impaeast [***] prior to the date the Payment Amountige.

10. Confidentiality
10.1 Confidentiality Obligation . The Parties, their Affiliates and their respeetemployees, directors, officers, consultants

and contractors shall keep and maintain as corfeleany Confidential Information supplied by théner Party during the Term. The
confidentiality and non-disclosure obligations @néd in this Agreement shall not apply to the ekteat such Confidential Information is:

€) at the time of disclosure by one ytotthe other, in the public domain or otherwisdlgcly known;

(b) after disclosure by one Party todlkieer becomes part of the public domain, other thabreach of any
obligation of confidentiality;
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(c) information which the receiving Pacign establish by competent evidence was alreaitly jpjossession at
the time of receipt or was independently develdpgthe receiving Party; or

(d) received from a Third Party who wawfully entitled to disclose such information frefean obligation of
confidentiality.

10.2 Exceptions. Notwithstanding Section 10. 1, the Party recgj\@tonfidential Information may disclose such
Confidential Information to the extent that suckaitbsure has been ordered by a court of law octideby a Governmental Authority, provic
that, the disclosure is limited to the extent oedieor directed and wherever practicable, the Rhaatyowns the Confidential Information has
been given sufficient written notice in advancemable it to seek protection or confidential treatibrof such Confidential Information.

10.3 Expiration of Confidentiality . The confidentiality obligation contained in tl8ection 10 shall survive the termination
iry of this Agreement for so long as sucloinfation remains confidentie

104 Disclosure. If a Party is subpoenaed or otherwise requestehip Person including, without limitation, any
Governmental Authority to give testimony or providéormation which in any way relates to this Agrent, the Generic Product or practices
associated with the Generic Product, such Party giva the other Party prompt notice of such resjuand unless otherwise required by Law,
shall make no disclosure until such other Partyhzasa reasonable opportunity to contest the nfttie requesting Person to such disclosure
The Parties shall provide each other with all reabte cooperation and generally make its emploggasable to give testimony or to provide
reasonable assistance in connection with any lasystiaims, proceedings and investigations relatntpis Agreement, the Generic Product or
practices associated with the Generic Product.

10.5 The Parties agree that equitable rahefuding injunctive relief and specific perforntam is appropriate in enforcing t
confidentiality provisions of this Agreement. Iretevent of any such action to construe this prowisihe prevailing Party will be entitled to
recover, in addition to any charges fixed by thaertdts costs and expenses of suit, includingoeakle attorney fees. Such remedies shall
be deemed to be the exclusive remedies for a bifatiis provision, but shall be in addition to ather remedies available at law or equity.

11. Representations and Warranties of BoParties

With respect to Sections 11. 1 and 11. 2 belowh @&hire and Impax represents, warrants, andraous, to the other Party that:

11.1 Organization and Authority . Such Party is a corporation duly organized, Wlkisting and in good standing under
the Laws of its jurisdiction of incorporation. SuBhrty has the requisite corporate power and aityttorenter into this Agreement. Such Party
has the requisite corporate power and authorigxeute and deliver this Agreement and to perfdtof déts obligations hereunder. The
execution and delivery of this Agreement and thégpmance by such Party of its obligations hereurtndae been authorized by all requisite
corporate action on its part. This Agreement hanhalidly executed and delivered by such Partgl, aasuming that such documents have
been duly authorized, executed and delivered byther Party, constitutes a valid and binding ddilion of such Party, enforceable against
such Party in accordance with its terms.
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11.2 Consents and Approvals; No Violatian

(a) Except as otherwise set forth in &igeement or the Supply Litigation Settlement Agnent, no material
filing with, and no material permit, authorizatiargnsent such Party of the transactions contemplateéhis Agreement, except for
those filings, permits, authorizations, consentapprovals, the failure of which to be made or igtd would not materially impair
such Party’s ability to consummate the transactammemplated hereby or materially delay the comsation of the transactions
contemplated hereby.

(b) Neither the execution nor the delvef this Agreement by such Party, nor the perforcesby such Party
of its obligations hereunder, will (i) violate tkertificate of incorporation, by-laws or other ongaational document of such Party;
(i) conflict in any material respect with or resil a material violation or breach of, or congta material default under, any materia
contract, agreement or instrument to which suckyRsua party; or (iii) violate or conflict in anyaterial respect with any material
Law, rule, regulation, judgment, order or decreamj court or Governmental Authority applicablestwh Party, except in the case of
clause (ii) or (iii) for violations, breaches orfdelts which would not have a material adverseatftm such Party’s ability to
consummate the transactions contemplated hereby.

(c) The Parties shall submit this Agreatriegether with the Supply Litigation Settlemergréement (as part
of the Settlement Documents, as defined in the Buppgation Settlement Agreement) to the Feddnalde Commission Bureau of
Competition and the Assistant Attorney Generalharge of the Antitrust Division of the Departmehtlostice as soon as practicable
following its execution and in no event later than (10) Business Days following its execution.

12. Indemnities; Product Liability; Insuance

12.1 Indemnity by Shire . Shire shall defend, indemnify and hold harmlessheof Impax and its Affiliates and its and their
directors, officers, employees and contractorsnpax Party’) from and against any and all Losses, (* Shirghility ") arising from or in
connection with:

(a) any Third Party claim, lawsuit, intigation, proceeding, regulatory action, or otheuse of action (*
Claim™) resulting from any negligent acts or acts oflfullmisconduct of any Shire Party in connectiohnthe performance of its
obligations under this Agreement;
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(b) Shire’s failure to Manufacture, storerelease the AG Product for shipment in accardamith Applicable
Laws, regulations or Shire’s NDA,;

(c) the breach by Shire of any of itsremgntations or warranties contained in this Agesgrror
(d) any misuse by a Shire Party of Impaxdmpany name or logo or other trademark;

except, in each case, to the extent that the Shatality is caused by the negligence, breach eftdrms of this Agreement, or willful
misconduct of an Impax Party.

12.2 Indemnity by Impax . Impax shall defend, indemnify and hold harmlesmsheof Shire and its Affiliates and its and tt
directors, officers, employees and contractorshité&SParty”) from and against any and all Losses (* Impaxility ") arising from or in
connection with:

(a) any Claim resulting from any negligents or acts of willful misconduct of any Impaarfy in connection
with the performance of its obligations under thigeement;

(b) any Claim based on or arising outhaf use, Manufacturing or Marketing of Impax Prddueluding,
without limitation, any investigation by a Governmt& Authority or any Claim for personal injury property damage asserted by any
user of Impax Product;

(c) any Claim based on or arising outhef use or Marketing of AG Product by Impax, inéhgg without
limitation, any investigation by a Governmental Aattity or any Claim for personal injury or propedgmage asserted by any user of
AG Product in each case to the extent that sudbliitiais a result of the acts or failure to actlofpax or its employees, agents,
partners, contractors or the like;

(d) the breach by Impax of any of itsresgentations or warranties contained in this Agesgnor
(e) any misuse by the Impax Parties afe3hcompany name or logo or other trademark;

except, in each case, to the extent that the ImyEbility is caused by the negligence, breach eftdrms of this Agreement, or willful
misconduct of a Shire Party.

12.3 Control of Proceedings. A Party seeking indemnification hereunder shalvfle prompt written notice to the other
Party (and, in any event, within five (5) Busin&ssys) of the assertion of any Claim against suctyRe to which indemnity is to be reques
hereunder. The indemnifying Party shall have the sontrol over the defense of any Claim, provitteat, the indemnifying Party shall obtain
the written consent of the indemnified Party ptmsettling or otherwise disposing of such Clairasfa result of the settlement or Claim
disposal the indemnified Party’s interests areny way adversely affected.
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12.4 No Admissions. The indemnified Party shall not make any payneerihcur any expenses in connection with any
Impax Liability or Shire Liability (as the case mbg), or make any admissions or do anything that coampromise or prejudice the defense o
any Claim without the prior written consent of ihdemnifying Party.

12.5 Claim Information . Each Party shall promptly:
€) inform the other by written noticeasfy actual or threatened Claim to which Sectichsllor 12. 2 apply;
(b) provide to the other Party copiesibpapers and official documents received in respéany such Claim;
and
(c) cooperate as reasonably requestedebgther Party in the defense of any such Claim.
12.6 Contributory Negligence. If any Shire Liability or Impax Liability is caesl by the negligence of both Shire and

Impax, the apportionment of liability shall be sbdibetween Shire and Impax based upon the compadsgree of each Party’s negligence
and each Party shall be responsible for its owersf and its own costs including, but not limiedhe cost of defense attorneys’ fees and
withesses’ fees and expenses incident thereto.

12.7 Limitation of Liability. Except (i) as may be included in a Claim underi8act2. 1 or 12. 2, or (ii) as provided in
Section 5. 13, in no event shall either Party eirthrespective Affiliates be liable for specialnitive, indirect, incidental or consequential loss
or damage, or for any lost profits, business oenexe, based on contract, tort or any other legalrtharising out of this Agreement, including
as caused by Shire’s failure to deliver Impax A@drict as required under this Agreement; even iféeheedies provided for in this Agreement
fail of their essential purpose and even if eitRarty has been advised of the possibility or prdialof such damages.

12.8 Product Liability Insurance . Each Party shall maintain, at its own cost, ggilneymmercial liability insurance
(including comprehensive product liability) in sugmount as Shire and Impax respectively, custoynardintain with respect to its other
products and which is reasonable and customaieitt S. pharmaceutical industry for companiesoofiparable size and activities but in any
event not less than $[***] per occurrence and $[‘irf the aggregate. In the event the insurancepalbtained by a Party is a “claims made”
policy (as opposed to an “occurrence” policy), sielnty shall obtain comparable insurance for n&g tean six (6) years following the expiry
or termination of this Agreement. Impax will cal8leire to be named as an additional insured undeaxia product liability insurance.
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12.9 Limitation on Representations, Warraties and Indemnification. NEITHER PARTY SHALL BE D EEMED TO
MAKE ANY REPRESENTATIONS OR WARRANTIES, WHETHER EXP RESS OR IMPLIED, EXCEPT AS SPECIFICALLY SET
FORTH HEREIN. ALL OTHER WARRANTIES, EXPRESS OR IMPL |ED, INCLUDING, WITHOUT LIMITATION, WITH
REGARD TO THE AG PRODUCT TO BE SUPPLIED BY SHIRE HE REUNDER, THE IMPLIED WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOS E, ARE HEREBY DISCLAIMED BY EACH PARTY.

13. Force Majeure
13.1 Force Majeure . Neither Party shall be entitled to terminate thigeement or shall be liable to the other under th

Agreement for loss or damages attributable to ammgd-Majeure, provided the Party affected shakk givompt notice thereof to the other Party
Subject to Section 13. 2, except as provided ini@ex5. 3(i) and 5. 13(b), the Party giving suctice shall be excused from such of its
obligations hereunder for so long as it continaelsa affected by Force Majeure.

13.2 Continued Force Majeure.If any Force Majeure continues unabated for a pleoioat least ninety (90) days, the Par
shall meet to discuss in good faith what actionske or what modifications should be made to Agjigeement as a consequence of such Forc

Majeure in order to alleviate its consequenceseraffected Party.

14. Trademarks and Trade Names

Except for the identification of Shire as manufaetwf AG Product on Packaging or Labeling to theet required by Law, Impax
shall have no right to use any trademark or traesdof Shire and shall have no rights to any dttiellectual property of Shire or its Affiliates
(including patents or other intellectual propesiating to the shape, consistency, formulation anlfacturing process for the AG Product)
other than to the extent of the Authorization anckhse.

15. Term and Termination

15.1 Unless sooner terminated in accordarittetive terms hereof, the term of this Agreemeiaflsixtend from the date
hereof until the expiration of the last Valid Clawmithin the Adderall XR Intellectual Property (th@erm ”). The foregoing notwithstanding,
the obligations of Shire regarding supply of AG dRrct under this Agreement shall extend from the thereof only until the earlier of: (i)
September 30, 2014, or (ii) Impax’s Launch of apdmProduct (the “ Supply Terf) subject to Section 15. 3(c).

15.2 Termination . Either Party shall be entitled to terminate thigeement by written notice to the other if:

€) the other Party commits a materiablsh of this Agreement, and fails to remedy it imithixty (60) days of
receipt of notice from the first Party of such lmeand of its intention to exercise its rights unitiés Section 15. 2; or
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(b) an order is made or a resolutionaissed for the winding up of the other Party (othan voluntarily for
the purposes of solvent amalgamation or recon&njcbr an order is made for the appointment oadministrator to manage the
other Party’s affairs, business and property arréceiver (which expression shall include an adstiative receiver) is appointed over
any of the other Party’s assets or undertaking @réumstances arise which entitle the court orelitor to appoint a receiver or
manager or which entitle the court to make a wigdip order or if a voluntary arrangement is proplaserespect of the other Party or
if the other Party takes or suffers any similaanalogous action in consequence of debt, and sulet, @ppointment or similar action
is not removed within ninety (90) days.

15.3 Effect of Expiration or Termination .

(a) In the event of early terminatiortluf Agreement for any reason, Impax shall no lomgee the right to
Market Impax Product under the Authorization ancelise; provided that Impax may continue to Manke¢ntory then on hand for
additional six (6) month period as to which Imparlspay Shire the applicable royalty under Secfabove.

(b) In the event of expiry or early tenmaiion of this Agreement for any reason, ImpaxIgiv@mptly return to
Shire all Confidential Information of Shire proviieo Impax during the Term.

(c) In the event of the expiry or eadynhination of the Supply Term for any reason, Imphall no longer
have the right to Market Impax AG Product, providiedt Impax may continue to Market inventory of BixpAG Product then on ha
until such inventory is depleted; and Impax shalldnthe right to Market any Impax AG Product thatid have been otherwise
delivered to Impax prior to termination, but whigks Product had not been delivered including withieuttation Undelivered Produ
and any AG Product to be delivered post-Launchyansto Section 3. 7;provided, however, that Impax shall pay Shire the
applicable royalty under Section 9 above for atlrsimpax AG Product Marketed.

154 Liability on Termination . The termination or expiry of this Agreement shmat release either of the Parties from any
liability which at the time of termination or expihas already accrued to the other Party, nor tiffieeny way the survival of any other right,
duty or obligation of the Parties which is exprgsghted elsewhere in this Agreement to survivé seanination or expiry.

155 Surviving Sections.The provisions of Sections 1, 3. 7, 3. 8, 5. 4%, 5. 7,5.8,5.9,5.13,6,7,9.4,9. ,9. 7,
9.8, 10, 12, 14, 15 and 16, and any other provssigecessary and proper to give effect to the tioteiof the Parties as to the effect of the
Agreement after termination, shall continue in &t accordance with their respective terms nostathding expiry or termination of this
Agreement for any reason.
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16. Miscellaneous
16.1 Notice.
€) Any notice or other document givenlemthis Agreement shall be in writing in the Esggllanguage and

shall be given by hand or sent by prepaid airnbgifax transmission or e-mail to the address ofrdloeiving Party as set out in
Section 16. 2 below unless a different addressxontimber has been notified to the other in wrifmgthis purpose.

(b) Each such notice or document shall;
0] if sent by hand, be deemed to hawnlgiven when delivered at the relevant address;
(i) if sent by prepaid mail, be deemedtave been given five (5) days after posting; or
(iii) if sent by fax or email transmiseibe deemed to have been given when transmittedided

that, a confirmatory copy of such fax or email siaission shall have been sent by prepaid mail witlventy-four (24) hours
of such transmission.

16.2 Address for Notice. The address for services of notices and othenrdeats on the Parties shall be:

If to Shire : Shire LLC
9200 Brookfield Cour
Florence, KY 4104
United States of Americ
Fax: (484) 59-8674
Attn: Associate General Couns

If to Impax: Impax Laboratories, Inc
30831 Huntwood Avenu
Hayward, CA 9454
United States of Americ
Fax: (510) 24-6000
Attn: Chief Executive Office

With a copy to: Impax Laboratories, Inc
31047 Genstar Roe
Hayward, CA 9454
Fax: (510) 24-6096
Attn: Mark A. Schlossberg, Esq
Senior Vice President and General Counsel




[***] Certain information in this document hasdxeomitted and filed separately with the Securitied Exchange
Commission. Confidential treatment has been raqdesith respect to the omitted portions. portions.

16.3 Assignment.

(a) Subject to Section 16. 3(b), Impaalkshot assign or transfer any of its rights origéations under this
Agreement without the prior written consent of 8hsuch consent not to be unreasonably withhettblayed.

(b) Subject to Section 16. 3(c) in theecaf Impax, each Party shall be entitled to asalgor any of its rights
or obligations under this Agreement to an Affiliateto a successor entity by way of merger or aitjon of substantially all of the
assets of Impax; provided the Affiliate or othec@essor entity expressly assumes in writing thigges, duties and obligations under
this Agreement and this Agreement itself and thidliafe or other successor is a financially capdilsiness entity.

(c) Anything to the contrary in this Agraent notwithstanding, to the extent that Impajigassor transfers
any of its rights or obligations under this Agreet® any [***].

(d) Subject to the foregoing this Agreat&hall be binding upon and inure to the bendfihe Parties and
their respective successors and permitted assignysassignment or transfer in contravention oftérens of this Agreement shall be
null and void.

16.4 Amendment. Subject to the procedure for the modificatiobefivery Schedules required by Section 5. 3(e} thi
Agreement may not be varied, changed, waived, diggt or terminated, except by an instrument itingrisigned by the Party against which
enforcement of such variation, change, waiver,hdisge or termination is sought.

16.5 Public Announcements. Except as expressly provided for in the Supptigation Settlement Agreement, neither Party
shall make any publicity releases, interviews tieodissemination of information concerning this@ement or its terms, or either Party’s
performance hereunder, to communication medianéiiz analysts or others without the prior writegmproval of the other Party, which
approval shall not be unreasonably withheld, delayeconditioned. Notwithstanding anything to tleatrary in this Agreement, the Parties
understand and agree that either Party, may,riégoired, disclose some or all of the informatioclided in this Agreement or other
Confidential Information of the other Party(a) irder to comply with its obligations under the Lamgluding the United States Securities Act
of 1933, the United States Securities Exchangeoht834, (b) the listing standards or agreementmgfnational or international securities
exchange or The NASDAQ Stock Market or other sinlilaws of a Governmental Authority, (c) to respdacn inquiry of a Governmental
Authority or regulatory authority as required byw,aor (d) in a judicial, administrative or arbiti@ proceeding. In any such event the Party
making such disclosure shall (x) provide the ofParty with as much advance notice as reasonabtyigeible of the required disclosure, (y)
cooperate with the other Party in any attempt &vent or limit the disclosure, and (z) limit angalbsure to the specific purpose at issue.
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16.6 Superiority of Agreement. The Parties agree that the provisions of thiss&@grent, together with any amendments
hereto, supersede the Original License and DidtdbiAgreement and shall prevail over any incomsisstatements or provisions contained in
any prior discussions, arrangements or commenigaget the Parties and in any documents passing éetthe Parties, including, but not
limited to, any forecast, purchase order, purclder revision, acknowledgment, confirmation oricetlt is agreed that:

€) neither Party has entered into tigse@ment in reliance upon any representation, whri@ undertaking
of the other Party which is not expressly set nuhis Agreement, the Patent Litigation Settlemfemteement or the Supply Litigation
Settlement Agreement;

(b) neither Party shall have any remetdsespect of misrepresentation or untrue statemexie by the other
Party or for any breach of warranty which is nattained in this Agreement;

(c) this Section 16. 6 shall not exclaeddimit any liability for, or remedy in respect,dfaudulent
misrepresentation; and

(d) notwithstanding the foregoing, thedpé Litigation Settlement Agreement and the Suptigation
Settlement Agreement shall be deemed of equaltgligmihis Agreement and this Agreement shall bhestwmed together with the
Patent Litigation Settlement Agreement and the Sulpitigation Settlement Agreement in a consisteranner as reflecting a single
intent and purpose.

16.7 Governing Law . This Agreement shall be governed by the lawfef3tate of New York without regard to the con$
of law provisions thereof. The Parties irrevocaddyee that the federal district courts in the Seatdew York shall have exclusive jurisdiction
to deal with any disputes arising out of or in cection with this Agreement and that, accordingly proceedings arising out of or in
connection with this Agreement shall be broughhig United States District Court for the Southerstiict of New York. Notwithstanding the
foregoing, if there is any dispute for which thddeal district courts in the Southern District adW York do not have subject matter
jurisdiction, the state courts in New York, shadlk jurisdiction. In connection with any disputesisug out of it in connection with th
Agreement, each Party hereby expressly consentsudndits to the personal jurisdiction of the fetlarad state courts in County, City, and
State of New York.

16.8 Agreement CostsEach Party shall pay its own costs, charges andrsgs incurred in connection with the negotiation
preparation and completion of this Agreement.

16.9 Counterparts . This Agreement may be executed in any numbeoofiterparts (including facsimile counterparts),beac
of which shall be an original as against a Partpsehsignature appears thereon, but all of whichrtakgether shall constitute one and the ¢
instrument.
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16.10 Severability . In the event that any of the provisions of thigrédement shall be held by a court or other tribwfial
competent jurisdiction to be illegal, invalid oranforceable, such provisions shall be limited aniglated to the minimum extent necessary so
that this Agreement shall otherwise remain in foite and effect.

16.11 Relationship of the Parties. In making and performing this Agreement, thetifarare acting and shall act as
independent contractors. Nothing in this Agreenshiatl be deemed to create an agency, joint veotupartnership relationship between the
Parties hereto. This Agreement shall become bindinen any one or more counterparts hereof, indallg or taken together, bears the
signatures of each of the Parties hereto.

16.12 Construction . The language in all parts of this Agreement shaltonstrued, in all cases, according to its fair
meaning. Shire and Impax acknowledge that eacly Bad its counsel have reviewed and revised thieé&mgent and that any rule of
construction to the effect that any ambiguitiestarbe resolved against the drafting Party shalbeoemployed in the interpretation of this
Agreement. The words “hereof,” “herein,” “heretaida“hereunder” and words of similar import, whered$n this Agreement, shall refer to
this Agreement as a whole and not to any partiquiavision of this Agreement. The terms definethia singular shall have a comparable
meaning when used in the plural, and vice versaeMgter used herein, the words “include,” “includast] “including” shall mean “include,
without limitation,” “includes, without limitation’and “including, without limitation,” respectivel{the masculine, feminine or neuter gender
and the singular or plural number shall each bendekto include the others whenever the contextdicates. With respect to any particular
action or agreement, the use of the words “Shiadi"sbr “Shire will” herein shall also mean “Shishall cause” the particular action to be
performed. Similarly, with respect to any particudation or agreement, the use of the words “Ingiedl” or “Impax will” herein shall also
mean “Impax shall cause” the particular actioneégbrformed. Nothing in this Agreement shall opetatexclude any provision implied into
this Agreement by Law and which may not be exclugetiaw or limit or exclude any liability, right aemedy to a greater extent than is
permissible under Law.

16.13 Dispute Resolution.

(a) Preliminary Process. Except as to a dispute arising out of Sectio®, ¥, or 9 if there is a disagreement
between the Parties as to the interpretation efAlgreement or in relation to any aspect of thégoerance by either Party of its
obligations under this Agreement, the Parties shathin ten (10) Business Days of receipt of atteri request from either Party, meet
in good faith and try to resolve the disagreematitaut recourse to legal proceedings.

(b) Escalation of Dispute. If resolution of the disagreement does not oedthin five (5) Business Days aft
such meeting, the matter shall be escalated fermd@ation by the President of Impax and ShiretsRient of Specialty
Pharmaceuticals for resolution, who may resolventiater themselves or jointly appoint a mediatoindependent expert to do so.
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(c) Equitable Relief. Nothing in this Section 16. 13 restricts eithartf?’s freedom to seek urgent relief to
preserve a legal right or remedy, or to proteatapetary or trade secret right, or to otherwiselslegal remedies through any
available channel if resolution is not otherwiskiaged under this Section 16. 13.

(d) ADR For Certain Disputes. Notwithstanding Section 16. 7, in the event thera dispute arising out of
Sections 5, 6, 7 or 9 the Alternate Dispute Regmiyprocedure (the “ ADR Procedubeset forth in Schedule 16. 13(d) will apply. |
the avoidance of doubt, it is the Parties’ intdwitthe ADR Procedure will apply solely to any disgs arising out of Sections 5, 6, 7
and 9; provided that either Party shall be fremtse defenses and counter-claims in such ADR HEroeebased on any Section of this
Agreement.

16.14 Cumulative Rights. The rights and remedies of each of the Partiesrumdeursuant to this Agreement are cumulal
may be exercised as often as such Party consigpremiate and are in addition to its rights andedies under general law.

16.15 No Third Party Benefit . This Agreement shall be binding upon and inutelgdo the benefit of the Parties hereto,
their successors and permitted assigns, and naihithgs Agreement, express or implied, is intentiedr shall confer upon any other Perso
Persons any right, benefits or remedies of anyraatinatsoever under or by reason of this Agreement.

16.16 Further Assurance. Each of the Parties shall do, execute and peréardhshall procure to be done and perform all
such further acts deeds documents and things aghbeParty may reasonably require from timerwetto give full effect to the terms of this
Agreement.

16.17 Waiver . No failure or delay by either Party in exercisamgy right or remedy provided by law under or parguo this
Agreement shall impair such right or remedy or apepr be construed as a waiver or variation of fireclude its exercise at any subsequent
time and no single or partial exercise of any sught or remedy shall preclude any other or furtlvegrcise of it or the exercise of any other
right or remedy.

[Signature Page Follows]
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[Signature Page to Amended and Restated License Bistribution Agreement]

IN WITNESS WHEREOF , the undersigned have executed this Amended asthfed License and Distribution Agreement as of th
date and year first above written.

SHIRE LLC

By: /s/ Mike Chapman
Name: Mike Chapma
Title: Presiden

IMPAX LABORATORIES, INC.

By: /s/ Larry Hsu
Name: Larry Hst
Title: President and CE
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Schedule 5. 3(e)

DELIVERY SCHEDULE MODIFICATION FORM

THIS DELIVERY SCHEDULE MODIFICATION (this “ Modification”) dated __,201_ (the " Modification &3tis
hereby entered into by and between Impax Laboegtphc. and Shire LLC in connection with the Amieth and Restated License and
Distribution Agreement dated as of [ , ]. All capitalized terms used herein not othise defined shall have the meaning
given to them in such Amended and Restated LicandeDistribution Agreement.

The Parties hereby agree, as of the Modificatiote Deas follows:

1. The Delivery Schedule dated and annexed hereto as Exhibit A hereto (the “iBaidSchedulé) is
hereby amended and replaced as of [the Modificdbate][ OTHER SPECIFIC DATE] by the modified DeliyeBchedule annexed as Exhibit
B hereto (the “ Modified Delivery Schedule [The changes in the Delivery Schedule refléet tollowing agreements of the
Parties: ]

2. FOR THE PURPOSES OF CALCULATING [ *** 1IN CONNECTION WITH THE LATE DELIVERY OF
AG PRODUCT TO IMPAX UNDER THE AMENDED AND RESTATED LICENSE AND DISTRIBUTION AGREEMENT
INCLUDING, WITHOUT LIMITATION, UNDER SECTION 5. 13, THE DELIVERY DATES SET FORTH IN THE MODIFIED
SCHEDULE SHALL BE USED TO CALCULATE SUCH [ *** ].

3. Once executed by the Parties, thisifadion shall be deemed incorporated as parhefAmended and Restated
License and Distribution Agreement.

Accepted and agreed to this __ day of , 201 .

SHIRE LLC

By:
Name:
Title:

ONLY TO BE EXECUTED ON BEHALF OF
IMPAX BY THE FOLLOWING PERSONS:
1. CFO
2. PRESIDENT OF GLOBAL
PHARMACEUTICALS
3. GC
4. A SENIOR VICE PRESIDENT
OR MORE SENIOR OFFICER

IMPAX LABORATORIES, INC.

By:
Name:
Title:
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Schedule 16. 13(d)

The Parties agree that any dispute arising outofi@s 5, 6, 7 or 9 will be elevated in the fingtance to [***] and [***], or their designated
successors, for resolution.

In the event of a dispute as to any Allocation Riabelivery Schedule, [***] and [***], or their dsignated successors, shall be available for ¢
expedited meet and confer meeting, at the requiesther Party, within [***] of the request to digss and resolve in good faith the Parties’
differences regarding such Allocation Plan or DefwSchedule.

If [***] and [***] are unable to resolve a disput@ithin [***] of notice of the dispute, the disputeill be referred to a single neutral arbitrator
for a binding and final resolution in the followimganner.

a.

General Provisions
The arbitrator will be a duly licensed attorneyair with expertise in the pharmaceutical industry.
The arbitration will be conducted in New York CayJAMS, currently located at 620 Eighth Ave, 3Btbor, New York, NY
10018, according to the JAMS “Streamlined ArbitvatRules of Procedure,” effective July 15, 200@ (tHAMS Rules), as

modified herein.

The arbitration will be decided in accordance wiith laws of the State of New York, without referene its conflicts of law
rules.

The arbitrator’'s decision will be binding and cargi’e upon both Parties.
The proceedings will be kept confidential and wibt be disclosed to the public.

Selection of Arbitrator
Within [***] of the initiation of arbitration eaclParty will propose up to [***] candidates to actabitrator. If the Parties do
not agree on any one arbitrator within [***] of texchange of the proposed arbitrators, they wiititjp inform JAMS and
JAMS will promptly send the Parties a list of [**grbitrator candidates. JAMS will also provide e®einty with a brief
description of the background and experience df eabitrator candidate.

Within [***] of service of the list of names by JABL [***].

If this process does not yield an arbitrator (dua tie or otherwise), JAMS will designate the &etor within [***]
thereafter.




[***] Certain information in this document hasdxeomitted and filed separately with the Securitied Exchange
Commission. Confidential treatment has been raqdesith respect to the omitted portions. portions.

C. Exchange of Information. There will be limited discovery during [***] comencing on the day the arbitrator is selected, fc
the purposes of requesting and obtaining documantsasking and answering interrogatories.

d. Hearing . An arbitration hearing will be scheduled not tatean [***] after the arbitrator has been selected
e. Pre-Hearing Submissions

Within [***] after the completion of the exchangé information, each Party will submit concise waittstatements of its
position, including summaries of the facts and emitk a Party intends to present, discussion cdpp#cable law and the
basis for the requested award or denial of rebefyhit. The statements will be filed with JAMS aedved upon the other
Party. [***].

Within [***] after submission of the Parties’ inal statements each Party may submit a rebutt&reit[***]; and

[***] before the arbitration hearing the Partieslia) submit a written report for each expert thetend to present at the
arbitration hearing, drafted in accord with Fed. ®v. P. 26(a) and (b) exchange a list ande®pf each document which
they intend to introduce as exhibits at the arbdrahearing and a list of all individuals who mae called upon to testify at
the hearing, including all experts.

f. Arbitration Hearing . The arbitration hearing [***] and will be condeat in accord with the JAMS Rules, as hereby
modified.
g. Decision. The arbitrator will render a reasoned decisiottini[***] of the last day of the hearing, which dsion will be

final and binding upon the Parties.
h. Costs. The costs and fees of the arbitrator will be stiaqually by the Parties.

i. Equitable Relief. Nothing contained in this Section will alter tRarties’ rights to seek an injunction or other &zhle relief
or to file a suit to enforce these arbitration psans, including the arbitrator’'s award.



EXHIBIT 31.1
CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
[, Larry Hsu, certify:

1. | have reviewed this Quarterly Report on Form 16Xhe fiscal quarter ended March 31, 2013 of Impaboratories, Inc.;

2. Based on my knowledge, this report does not com@ynuntrue statement of a material fact or om#téde a material fact necessary to nr
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as definec
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduiies designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consoligsubsidiaries, is made known to u:
others within those entities, particularly duriig oeriod in which this report is being prepared;

(b) Designed such internal control over financial reipgr, or caused such internal control over finahegorting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with genegralbepted accounting principles;

(c) Evaluated the effectiveness of the registrant’sldsure controls and procedures and presentedsimeort our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s intetl control over financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarteyhal control over financial reporting,
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

(&) Allsignificant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refiwoancial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aism@mtifole in the registrant’s
internal control over financial reporting.

May 3, 2013 By: /sl Larry Hsu, Ph.D.

Larry Hsu, Ph.D.
President and Chief Executive Officer
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EXHIBIT 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Bryan M. Reasons, certify:
1. | have reviewed this Quarterly Report on Form 1@Xhe fiscal quarter ended March 31, 2013 of Impaboratories, Inc.;

2. Based on my knowledge, this report does not com@aynuntrue statement of a material fact or omgtéde a material fact necessary to nr
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, theégos presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as definec
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduiies designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolightsubsidiaries, is made known to u:
others within those entities, particularly durimg tperiod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahegorting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with genegalbepted accounting principles;

(c) Evaluated the effectiveness of the registrant’sldsure controls and procedures and presentedsimeort our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in the regitsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s intetl control over financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal control over financial reporting,
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

(@) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which are
reasonably likely to adversely affect the regisfeability to record, process, summarize and refiwancial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrand’interna
control over financial reporting.

May 3, 2013 By: /s/ Bryan M. Reasor
Bryan M. Reasons
Chief Financial Officer and Sr. Vice President,dfine
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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 Quarterly Report on FormQ@f Impax Laboratories, Inc. (the “Company”) foetfiscal quarter ended March
31, 2013 (the “Report”), Larry Hsu, President aride€ Executive Officer, hereby certifies, pursuemBection 906 of the Sarbanes-Oxley Act
of 2002 (Section 1350 of Chapter 63 of Title 18hef United States Code), that:

(1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934; and

(2) the information contained in the Report fairly gmets, in all material respects, the financial ctadiand results of operations of the
Company.

May 3, 2013 Byfs/ 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 Sarbanes-Oxletyofh2002 (Section 1350 of
Chapter 63 of Title 18 of the United States Codh) ia not being filed as part of the Report or agparate disclosure document.
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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 Quarterly Report on FormQ@f Impax Laboratories, Inc. (the “Company”) foetfiscal quarter ended March
31, 2013 (the “Report”), Bryan M. Reasons, Chiefdricial Officer, and Sr. Vice President, Financeehg certifies, pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002 (Section 1350 ofp@#1a63 of Title 18 of the United States Code)i:tha

(1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934; and

(2) the information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of the
Company.

May 3, 2013 By: /s/ Bryan M. Reasor
Bryan M. Reasons
Chief Financial Officer and Sr. Vice President,
Finance

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-Oxletyof2002 (Section 1350 of
Chapter 63 of Title 18 of the United States Codh) ia not being filed as part of the Report or agparate disclosure document.
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