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Portions of the registrant’s definitive proxy statement for the registrant’s 2004 annual shareholders meeting are incorporated by refel
Part Ill of this Form 10-K.

(@) Excludes 1,226,424 shares of common stock held by directors and officers, and any stockholders whose ownership exceeds ten pe
the shares outstanding at June 30, 2003. Exclusion of shares held by any person should not be construed to indicate that such person
the power, directly or indirectly, to direct or cause the direction of the management or policies of the registrant, or that such person

by or under common control with the registrant.
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PART |

ltem 1. Business

United Therapeutics is a biotechnology company focused on the development and commercialization of unique therapeutics to
and life-threatening diseases. United Therapeutics is active in three therapeutic areas — cardiovascular medicine, infectious disease a
oncology — with five therapeutic platforms:

« Prostacyclin Analogswhich are stable synthetic forms of prostacyclin, an important molecule produced by the body that has power
effects on blood vessel health and function. United Therapeutics’ drug Remodulin® has been approved by the Food and Drug
Administration (FDA) in the United States for the treatment of pulmonary arterial hypertension in patients with NYHA Class II-IV
symptoms to diminish symptoms associated with exercise, and in Canada and Israel for sim

« Immunotherapeutic Monoclonal Antibodiwhich are antibodies that activate patients’ immune systems to treat cancer, including
OvaRe® which is being developed for the treatment of metastatic ovarian c

* Glycobiology Antiviral Agentayhich are a novel class of small molecules which may be effective as an oral therapy for hepatitis C
other infections

 Telemedicinewhich involves portable digital devices that enable physicians to remotely monitor patients’ bodily measurements suc
heart function, including the CardioP® cardiac event recorder; a

« Arginine Formulationsincluding the HeartBar® and other products, which deliver the amino acid arginine that is necessary for
maintaining vascular functiol

Most of United Therapeutics’ resources are focused on its prostacyclin analogs for the treatment of cardiovascular disease and
immunotherapeutic monoclonal antibodies for the treatment of cancer. United Therapeutics’ other principal focus area is the developm
glycobiology antiviral agents for the treatment of hepatitis and other diseases. United Therapeutics also devotes resources to the
commercialization and further development of arginine supplementation therapy, especially in cardiovascular health, and of telecardiolc
principally for the detection of cardiac arrhythmias.

United Therapeutics was incorporated in June 1996 in Delaware under the name Lung Rx, Inc. The company changed its nhame to
Therapeutics Corporation in December 1997. United Therapeutics’ corporate headquarters are located at 1110 Spring Street, Silver Sy
Maryland 20910.
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United Therapeutics’ Products

United Therapeutics’ product portfolio includes the following:

Product Mode of Delivery Indication/Market Current Status UT Territory

Remodulin Continuous subcutaneous  Pulmonary arterial Commercial in U.S., Cana  Worldwide

hypertension and Israel; Preapproval in

Switzerland and Australia;
France review ongoin

Arginine Formulation: Oral dietary supplemel Vascular functior Commercial Worldwide
CardioPAL and Telemedical Arrhythmias and angina Commercial Worldwide
Decipher Recorde
CardioPAL Al Telemedica Cardiac arrhythmia Pre-commercia Worldwide
Remodulin Intravenous Pulmonary arterial SNDA in review in U.S. Worldwide

hypertensior
OvaRex Intravenous Ovarian cance Phase IlI Worldwide*
Remodulin Intermittent subcutaneol Critical limb ischemie Phase | Worldwide
UT-231B Oral Hepatitis C Phase | Worldwide
BrevaRex® Intravenous Multiple myeloma/breast Phase | Worldwide*

cancel
Berapros® SR Oral Peripheral vascular dises Phase U.S./ Canad
UT-15 Sustained Oral Pulmonary arterial Phase | Worldwide
Release hypertension and peripheral

vascular diseas
Glycobiology Antiviral Oral Hepatitis B, dengue and Preclinical Worldwide
Agents Japanese encephali
OncoRe® Intravenous Various cancer Preclinical Worldwide*
ProstaRe® Intravenous Prostate cance Preclinical Worldwide*
GivaRex® Intravenous Gastrointestinal canci Preclinical Worldwide*

* Including Germany, but excluding the rest of Europe and the Middle
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Remodulin

In December 1996 and January 1997, United Therapeutics obtained worldwide rights for all indications to Remodulin (also known &
15 and formerly known as Uniprost), a prostacyclin analog, from Glaxo Wellcome, Inc. and Pharmacia & Upjohn Company (see Patent
Proprietary Rightsbelow). In October 1999, United Therapeutics acquired all the outstanding stock of SynQuest, Inc., the manufacturer
treprostinil, the bulk active ingredient in Remodulin. Remodulin, United Therapeutics’ main product, was approved by the FDA in May Z
in the United States and in October 2002 in Canada and Israel.

Pulmonary Arterial Hypertensia

United Therapeutics has focused primarily on developing Remodulin as its lead product for treating pulmonary arterial hypertensior
Pulmonary arterial hypertension is a vascular disease that affects the blood vessels between the heart and lungs known as the pulmon
vessels. Pulmonary arterial hypertension is characterized by the degradation of the blood vessel wall lining, the aggregation of platelet:
disruption of smooth muscle cell function. These conditions cause blockages and affect the ability of the blood vessels to dilate and the
constrict as blood flows to the lungs. The resulting elevated pulmonary blood pressure causes increasing strain on the right side of the
it tries to pump blood to the lungs. It is estimated that there are between 50,000 and 100,000 individuals with pulmonary arterial hypert
worldwide.

Pulmonary arterial hypertension is associated with reduced production of the natural hormone prostacyclin in the pulmonary blood
Prostacyclin appears to dilate blood vessels where necessary, prevent platelet aggregation, and prevent proliferation of smooth muscle
surrounding the vessels. The first FDA-approved prostacyclin for pulmonary arterial hypertension was Flolan®, a synthetic form of
prostacyclin delivered continuously by an external pump through a surgically implanted intravenous catheter. Flolan was approved for (
certain subsets of late-stage pulmonary arterial hypertension.

United Therapeutics believes Remodulin provides patients with a convenient and less invasive alternative to Flolan. In contrast to F
Remodulin is stable at room temperature and is significantly longer lived in the human body. These attributes allow for safer and more
convenient delivery of Remodulin to patients. Unlike Flolan, Remodulin is delivered by subcutaneous infusion with a pager-sized
microinfusion device made by Medtronic MiniMed (Séee Medtronic MiniMed Strategic Alliandelow). Subcutaneous delivery of
Remodulin also eliminates the risk of sepsis infection and related hospitalization associated with the Flolan catheter. Rexteddixa lifi
in the body also greatly reduces the risk of an abrupt recurrence of pulmonary hypertension and death if treatment is interrupted. The s
of Remodulin also allows it to be prepackaged, thus eliminating the need to reconstitute the drug one or more times daily under comple
sterile conditions, as is required with Flolan. Lastly, Remodulin does not require the use of cooling packs or refrigeration as is required
Flolan to keep it stable. Remodulin causes infusion site pain and infusion site reaction in most patients in varying degrees.

In March 2000, United Therapeutics completed an international, randomized, placebo-controlled, double-blind study of Remodulin
involving a total of 470 patients with pulmonary arterial hypertension. Half of the patients received Remodulin subcutaneously for 12 we
while the other half received a placebo. The study data show that patients who received Remodulin had significant improvement in exe
capacity, pulmonary blood pressure and in the signs and symptoms of the disease. Based on the favorable results of this study, United
Therapeutics filed a New Drug Application (NDA) with the FDA in late 2000.

On May 21, 2002, the FDA approved Remodulin (treprostinil sodium) Injection for the treatment of pulmonary arterial hypertension
patients with NYHA class II-1V symptoms to diminish symptoms associated with exercise. Remodulin may be prescribed for all disease
subsets of pulmonary arterial hypertension and is the only pulmonary arterial hypertension treatment approved for patients with NYHA
(early-stage) symptoms.

United Therapeutics agreed with the FDA that it would perform a post-marketing Phase IV clinical study to further assess the clinice
benefits of Remodulin. The study was originally to have been completed by May 2004 and involve 100 patients. In mid-2003, the FDA
to extend the due date of the final study report to December 2005 and reduce the number of patients to 39, with the possibility of concl
the trial after 21 patients have completed the study. As of February 2004, approximately 11 patients have been enrolled in the Phase I\

On October 7, 2002, the Canadian Therapeutics Products Directorate approved Remodulin for long term subcutaneous treatment ¢
pulmonary arterial hypertension in NYHA class Ill and IV patients who do not respond adequately to conventional therapy. On October
2002, the Israeli Ministry of Health, Drug Registration Department, approved Remodulin for the treatment of primary pulmonary arterial
hypertension, pulmonary arterial hypertension associated with connective tissue disorders and pulmonary arterial hypertension associc
congenital systemic to pulmonary shunts. In December 2003, Switzerland and Australia announced that they would approve Remodulil
pending final labeling and a commitment to perform a drug interaction study in Switzerland. A marketing authorization application for th
approval of Remodulin in France is under review. Additional European filings will be made following approval in France.

4
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Intravenous Remoduli

In July 2003, the FDA accepted United Therapeutics’ Investigational New Drug Application (IND) for the development of Remodulir
intravenous delivery for the treatment of pulmonary arterial hypertension. A bioequivalence study in human volunteers was performed i
2003, which established that intravenous and subcutaneous Remodulin are bioequivalent (meaning that both routes of infusion result i
comparable levels of Remodulin in the blood). In addition, animal toxicology studies were completed and indicated comparable safety c
chronic intravenous infusion as compared to chronic subcutaneous infusion.

On January 30, 2004, a supplemental New Drug Application (SNDA) was filed with the FDA to request approval for intravenous use
Remodulin in pulmonary arterial hypertension. The sNDA is currently under review.

While intravenous Remodulin would not possess all the safety and convenience benefits as subcutaneously delivered Remodulin, i
eliminate the infusion site pain and reaction currently experienced by most patients using Remodulin subcutaneously. In addition, il
as an alternative to intravenous Flolan, since Flolan must be continuously refrigerated, including during infusion, whereas Remodulin d
require any refrigeration. Furthermore, the active ingredient in Flolan is highly unstable and only remains active in the body for approxir
two minutes, whereas the active ingredient in Remodulin remains active for a few hours. This may reduce the risk of rebound hyperten:
which is a severe recurrence of the disease in the case of inadvertent therapy interruption.

Peripheral Vascular Disease/Critical Limb Ischer

United Therapeutics is also developing Remodulin for late-stage peripheral vascular disease known as critical limb ischemia. Peripl
vascular disease is a vascular disease that affects the blood vessels in the legs. While the precise cause of peripheral vascular disease
unknown, diabetes, obesity, smoking and lack of exercise are associated with the disease. Peripheral vascular disease appears to be ¢
pulmonary hypertension in that there is a reduction in natural prostacyclin in the affected blood vessels.

In the United States, it is estimated that 750,000 people suffer from critical limb ischemia. The disease is characterized by extreme
non-healing ulcers in the legs, reduced exercise capacity and severely reduced blood flow in the limbs. There are currently no drugs ay
to treat critical limb ischemia. Physicians, therefore, perform surgical interventions (such as balloon angioplasty, stents and by-passes)
restore or improve blood flow in the limbs. These procedures can provide relief to patients, but do not address the underlying causes o
peripheral vascular disease. Due to the lack of adequate treatments, approximately 200,000 amputations of limbs are performed each
patients with critical limb ischemia.

In September 1998, United Therapeutics completed a Phase Il study which assessed the safety and blood flow effects of Remodul
administered intravenously to patients with critical limb ischemia. The study demonstrated that Remodulin can be administered safely t
patients with critical limb ischemia and that Remodulin substantially increased blood flow in the affected areas of the legs. United T
has commenced a pre-pivotal clinical study of Remodulin for critical limb ischemia. There are currently 12 patients enrolled in this 30 p:
placebo-controlled trial.

UT-15 Sustained Relea

United Therapeutics is currently in the early stage of development of a longer-acting prostacyclin analog, known as UT-15 Sustaine
Release. UT-15 Sustained Release will be developed as an oral therapy for vascular diseases, including pulmonary arterial hypertensi
peripheral vascular disease. A longer-acting prostacyclin analog could enable patients to take fewer doses per day. A Phase | study in
human volunteers to assess bioavailability was conducted during 2003. United Therapeutics is currently testing tablet and capsule
in healthy volunteers to determine which formulation is most suitable for Phase Il studies.

5
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Metastatic Cance

United Therapeutics has tested the anti-cancer capabilities of Remodulin in laboratory experimeritsvitioestedies showed that
Remodulin has an anti-metastatic effect at the same dose given to pulmonary hypertension patients. In addition, there are many publis
reports of the anti-cancer effects of various analogs of the prostacyclin molecule. Much of the excitement regarding prostacyclin as an
cancer molecule has to do with prostacyclin’s ability to block an endothelial cell receptor (called the PPAR receptor) which is believed t
needed for tumor growth. Given the potency of Remodulin, and its relative ease of use, United Therapeutics believes there may be ant
potential in this lead product and further development may be initiated in the future.

Sales and Marketin

United Therapeuticsharketing strategy for Remodulin relies upon United Therapeutics staff to educate the prescribing communi
2002, United Therapeutics formed an internal marketing team to handle these educational efforts. The team consisted of seven people
December 2003 and is expected to continue growing in 2004. Additionally, United Therapeutics relies on chronic care specialty pharme
distributors to handle doctor and patient requests for Remodulin on a non-exclusive basis in the United SiatexsiecStrategic Allianc
below. These specialty distributors are experienced in the sale, distribution and reimbursement from insurance companies and other p:
chronic therapies. Outside of the United States, United Therapeutics has entered into six exclusive distributor agreements covering Ca
most of Europe, Australia, South America and Israel. United Therapeutics sells Remodulin to its distributors in the United States at a di
from an average wholesale price suggested by United Therapeutics, and to its international distributors at a transfer price set by Unitec
Therapeutics. Approximately $45.1 million, $21.2 million and $493,000 of revenues were earned from the sales of Remodulin in 2003, :
and 2001, respectively.

Arginine

In December 2000, United Therapeutics expanded its cardiovascular focus when it acquired the assets and certain liabilities of Coc
Pharma, Inc., the exclusive manufacturer of the HeartBar line of arginine-enriched products that is now operating as Unither Pharma, Ii
wholly owned subsidiary of United Therapeutics. Arginine is required by the body to produce nitric oxide, which is critical for maintainini
vascular function and Unither Pharma owns the exclusive patent rights to make these claims. Although arginine is broadly sold as a nu
supplement in pill form, there are no existing arginine products, other than HeartBar, that can deliver 6 grams of arginine in a single do:
Individual pills generally contain only 500 milligrams of arginine or one-twelfth the amount in one HeartBar. HeartBar products are sold
several flavors of protein rich bars and drink mixes.

Presently, the HeartBar and related line of products is marketed directly to consumers via independent distributors and the Internet
Approximately $2.3 million, $1.4 million and $542,000 of revenues were earned from the sales of HeartBar and related products in 200
and 2001, respectively.

Telemedicine Service

United Therapeutics provides telemedicine services to detect cardiac arrhythmias and ischemic heart disease through its wholly ow
subsidiary, Medicomp, Inc. Cardiac arrhythmias and ischemic heart disease afflict an estimated 20 million Americans, and possibly ten
that number worldwide. If left undetected and untreated, these conditions can result in heart attacks and death. Medicomp provides cal
Holter, event monitoring and analysis and pacemaker monitoring remotely via telephone lines and the Internet for hospitals, clinicians &
other providers. Medicomp’s services are delivered through its proprietary Decipher miniaturized digital holter recorder/analyzer and
CardioPAL event monitor. In addition, the CardioPAL Al, a next-generation event recorder, is currently in final testing.

Holter, event and pacemaker services and systems are marketed to physicians, hospitals, and managed care providers directly by
Medicomp’s internal sales force. Revenues of approximately $4.2 million,

6
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$3.9 million and $2.8 million from the sales of telemedicine products and services were earned in 2003, 2002 and 2001, respectively.

Immunotherapeutic Monoclonal Antibodie

In April 2002, Unither Pharmaceuticals, Inc., a wholly owned subsidiary of United Therapeutics, entered into an agreement with Al
Corp. (now AltaRex Medical Corp.) to exclusively license certain rights to a platform of five immunotherapeutic monoclonal antibod
products were being developed by AltaRex to treat ovarian, prostate, lung, breast, multiple myeloma, gastrointestinal and other forms c
cancer. The lead product, OvaRex, had completed Phase Il studies in metastatic ovarian cancer.

Ovarian cancer is the deadliest of women’s reproductive cancers and is the fifth leading cause of cancer death among women in th
States. Over 25,000 cases of ovarian cancer are diagnosed in the United States every year, with over 16,000 women dying of the dise:

In January 2003, United Therapeutics initiated two identical Phase Il pivotal clinical trials of OvaRex in patients with stage llI/1V
advanced ovarian cancer, called IMPACT | and Il. These studies are being conducted at approximately 60 centers throughout the Unite
and are expected to be fully enrolled in approximately two to three years. Patients enrolled in these studies have successfully complete
line therapy, consisting of surgery and chemotherapy. The primary endpoint for these trials is to assess the time to disease relapse. Pa
also be followed for survival.

Glycobiology Antiviral Agent:

In March 2000, Unither Pharmaceuticals, Inc. entered into a license agreement with Synergy Pharmaceuticals, Inc. to obtain from S
the exclusive worldwide rights to certain patents relating to novel antiviral compounds. These glycobiology antiviral agents are small
molecules which may be effective as an oral therapy for the treatment of hepatitis C and B infections, as well as dengue, Japanese enc
virus and other infectious diseases. Currently, many of these agents are undergoing laboratory testing and new agents are being synth

The most advanced agent identified to date is UT-231B. An Investigational New Drug Application (IND) was submitted for UT-231B
2002 and accepted by the FDA. UT-231B completed acute and chronic Phase | dosing studies in early 2003. A Phase Il proof-of-conce
for UT-231B in patients infected with hepatitis C who have failed conventional therapies is currently being enrolled with an anticipated
completion date of late 2004.

Beraprost Sk

In June 2000, United Therapeutics obtained from Toray Industries, Inc. the exclusive right to develop and market the oral prostacyc
beraprost in the sustained release formulation in the United States and Canada for the treatment of all vascular and cardiovascular indi

Beraprost is an oral form of prostacyclin that is chemically stable. Like natural prostacyclin and Remodulin, beraprost dilates blc
prevents platelet aggregation and prevents proliferation of smooth muscle cells surrounding blood vessels. Intermittent oral doses of i
release beraprost did not prove effective in Phase Il studies conducted by United Therapeutics during 2000 and 2001. However, Unite
Therapeutics believes that sustained release oral doses of beraprost may be an important treatment for early-stage peripheral vasculal
and for early-stage pulmonary hypertension. Beraprost is presently in Phase | clinical testing being conducted by Toray Industries in Ja

Toray is required to complete testing of sustained release beraprost through Phase | to adequately document its performance in hu
Toray is able to do so, United Therapeutics would be obligated to grant Toray an option to purchase 500,000 shares of United Therape
common stock at the then current fair value of that stock. The development of sustained release beraprost, however, has been signific
delayed by Toray and United Therapeutics may cancel this agreement prior to granting any options.

7
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Northern Therapeutics, Inc

In December 2000, Lung RX, Inc., a wholly owned subsidiary of United Therapeutics, formed a new company in Canada, Northern
Therapeutics, Inc., with the inventor of a new form of autologous (non-viral vector) gene therapy for the treatment of pulmonary arterial
hypertension and other conditions. In Canada, Northern Therapeutics is developing the gene therapy and also is distributing certain Ur
Therapeutics’ products, including Remodulin. United Therapeutics received approximately 59 percent of the initial outstanding commor
of Northern Therapeutics in exchange for $5.0 million, and currently owns approximately 68 percent of Northern Therapeutics.

The Medtronic MiniMed Strategic Alliance

Medtronic MiniMed partnered with United Therapeutics for the use of its pager-sized continuous microinfusion pump for delivery of
Remodulin subcutaneously. United Therapeutics entered into an agreement with MiniMed, Inc. (how Medtronic MiniMed) in Septembel
which was implemented in a detailed set of guidelines to collaborate in the design, development and implementation of therapies to tre
pulmonary hypertension utilizing MiniMed products and Remodulin. The guidelines require United Therapeutics to purchase its Remod
infusion pumps exclusively from Medtronic MiniMed at a discount to MiniMed list prices unless MiniMed'’s infusion pumps falil to receive
certain government approvals or cannot be appropriately used. The term of the agreement commenced on September 3, 1997 and cor
seven years after the May 2002 FDA approval of Remodulin. The agreement will be automatically extended for additional 12-month pe
unless otherwise terminated. The agreement is subject to early termination in the event of a material breach or bankruptcy of eithei
event that there are any discoveries or improvements arising out of work performed under the agreement, the parties will have joint ow
of those discoveries or improvements. United Therapeutics and MiniMed have established a Management Committee comprised of twc
representatives from each company to oversee implementation of the agreement. United Therapeutics acquires Medtronic MiniMed pre
and resells these products to its distributors at their acquisition cost. Approximately $1.7 million, $3.7 million and $1.1 million of revenu
were earned from the resales of MiniMed pumps and supplies in 2003, 2002 and 2001, respectively.

Domestic Strategic Alliances

To provide the marketing, promotion and distribution of Remodulin in the United States, United Therapeutics entered into non-exclt
distribution agreements with Priority Healthcare Corporation, Accredo Therapeutics, Inc. (formerly known as Gentiva Health Services, |
and Caremark, Inc. in February 2000, March 2000 and May 2003, respectively. Under these distribution agreements, United Therapeus
Remodulin at a discount, from an average wholesale price recommended by United Therapeutics and sells Medtronic Minimed infusior
at a list price. The distributors are responsible for assisting patients with obtaining reimbursement for the cost of the therapy and provid
other support services. The terms of the agreements commenced on signing and continue for two years following the May 2002 FDA a
of Remodulin for Priority (which has been extended through September 30, 2005) and three years following the May 2002 launch of
Remodulin for Accredo. The terms of the Caremark agreement commenced on signing and continue for two years from signing. These
agreements will be automatically renewed thereafter for additional two-year periods, in the case of Priority and one-year periods in the
Accredo and Caremark, unless any party provides notice of termination. If these distributor agreements expire or terminate, under cert:
conditions, United Therapeutics may be required to repurchase unsold Remodulin inventory held by the distributors.

Patents And Proprietary Rights

United Therapeutics’ success will depend in part on its ability to obtain and maintain patent protection for its products, preserve trac
secrets, prevent third parties from infringing upon its proprietary rights and operate without infringing upon the proprietary rights of othe
the United States and worldwide. (S¢eates to
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Consolidated Financial StatememtsdManagement’s Discussion and Analysis of Financial Condition and Results of Operations — Liquic
and Capital Resourcdsr information regarding royalties and milestone payments under these agreements.)

Glaxo Wellcome Assignmet

In January 1997, Glaxo Wellcome, Inc. (now GlaxoSmithkline PLC) assigned to United Therapeutics all rights to the use of the stak
prostacyclin analog now known as Remodulin. For pulmonary hypertension, the patent does not expire in the United States until Octob
(subject to extension — s@atent Term Extensioelow) and until various dates from September 2009 to August 2013 in nine other
countries. For congestive heart failure, the patent does not expire until May 2011 in the United States and from May 2011 to March 201
five other countries.

Pharmacia License

In December 1996, Pharmacia & Upjohn Company (now Pfizer, Inc.) exclusively licensed to United Therapeutics certain patents, a
application and knovitow for the composition and production of the stable prostacyclin analog now known as Remodulin. United Tht
filed its own United States patent application for a new synthesis and production method for Remodulin in October 1997, which was gr:
August 2002. United Therapeutics believes that its method is a substantial improvement over the Pharmacia method. United Therapeu
using its unique synthesis method rather than the licensed Pharmacia method for the production of Remodulin. United Therapeutics al
three pending patent applications with respect to additional Remodulin synthesis improvements.

AltaRex Corp. Agreemer

In April 2002 and August 2003, Unither Pharmaceuticals, Inc. (UPI), a wholly owned subsidiary of United Therapeutics, entered intc
license agreements with AltaRex Corp. (now AltaRex Medical Corp.) for the exclusive worldwide rights (other than certain European ar
Middle Eastern countries) to certain patents relating to a platform of immunotherapeutic monoclonal antibodies. These antibodies are c
in various stages of clinical and preclinical testing, the lead compound of which, OvaRex, is in Phase Ill clinical trials. The compounds :
method of using the compounds are the subject of a combination of issued patents and pending applications in the United States and ¢
world. The issued patents have expiration dates ranging from 2017 to 2018. Additional inventions relating to the compounds may be ov
jointly by AltaRex and UPI or individually by AltaRex, depending on the source of the inve

Synergy Pharmaceuticals, Inc

In March 2000, UPI entered into a license agreement with Synergy Pharmaceuticals, Inc. (Synergy) to obtain from Synergy the exc
worldwide rights to certain patents relating to novel antiviral compounds known as iminosugars. The compounds are currently in late st
preclinical testing or early clinical testing, and are the subject of a combination of issued patents and pending applications in the United
and around the world. The issued patents have expiration dates ranging from 2008 to 2017.

In November 2000, UPI and Synergy amended the exclusive license agreement to include the development of new analogs of the |
compounds. As part of this amendment, UPI agreed to directly assume Synergy’s role in funding ongoing research being conducted by
University of Oxford into analogs of the antiviral compounds being developed by UPI and Synergy. UPI will receive an exclusive license
the University of Oxford to all inventions arising from such research and entered into the first such license in November 2002 for the le
compound, UT-231B.

In March 2003, UPI and Synergy entered into an Assignment and Assumption Agreement and a Redemption and Termination Agre
(together referred to as the Agreements). Under the Agreements, Synergy assigned to UPI all of its intellectual property rights in the
glycobiology antiviral agents and exclusively sublicensed to UPI all of the intellectual property rights that had been licensed to it by thirc
parties, the prosecution and maintenance of which are now the responsibility of UPI. Synergy also released

9
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United Therapeutics from all milestone and royalty obligations that would have become due should a product be successfully develope

Stanford University and New York Medical College Licen:

In 2000, Unither Pharma, Inc. acquired the exclusive license to patents related to begiathdietary supplements to enhance the le
naturally occurring nitric oxide in the vascular system from Stanford University and New York Medical College. The licenses cover!
territories and are valid for the life of the patents (ranging from 2010 to 2018). Unither Pharma will own all rights to all new products tha
be or are derived from these licenses, including Unither Pharma'’s HeartBar product line.

Patent Term Extension

United Therapeutics believes that some of the patents to which it has rights may be eligible for extensions of up to five years based
patent term restoration procedures in Europe and in the United States under the Waxman-Hatch Act. For instance, under Waxman-Hat
United States patents relating to Remodulin could be extended by up to five years, giving the product patent protection until as late as
2014. In addition, patent extensions are available under similar laws in Europe. United Therapeutics filed with the United States Patent
Trademark Office a patent term extension application for its patent covering the method of treating pulmonary arterial hypertension usii
Remodulin following its FDA approval. The application is pending.

Research & Development Expenditures

United Therapeutics is engaged in research and development and has incurred substantial expenses for these activities. These act
generally include the cost of acquiring or inventing new technologies and products as well as their development. Research and develoy
expenses during 2003, 2002 and 2001 totaled approximately $35.4 million, $26.8 million and $32.6 million, respectilhngGement’s
Discussion and Analysis of Financial Condition and Results of Opere— Major Research and Development Projdotsadditional
information regarding expenditures related to major research and development projects.)

Manufacturing and Supply

United Therapeutics manufactures treprostinil, the bulk active ingredient in Remodulin. Baxter Healthcare Corporation (formerly Co
Imaging Corporation) formulates Remodulin for United Therapeutics. The agreement with Baxter expires in October 2004 and is re
successive eighteen month terms. An analytical testing laboratory, Cardinal Health (formerly Magellan Laboratories, Inc.), tests the pur
each batch of manufactured Remodulin. Medtronic MiniMed provides the delivery device used to administer Remodulin to patients.

UT-231B, OvaRex, arginine and telemedicine products are currently manufactured by contract manufacturers. Prior to mid-2003,
telemedicine products were manufactured by Medicomp at its facility in Florida.

Although management believes that other manufacturers and suppliers could provide similar products, services and materials, ther
limited number of companies which could replace these manufacturers and suppliers. A change in supplier or manufacturer could ¢
in the manufacture, distribution and research efforts associated with the respective product or result in increased costs.

Competition

Many drug companies engage in research and development to commercialize products to treat cardiovascular, infectious and onco
diseases. United Therapeutics is aware of two existing treatments already approved in the United States for pulmonary arterial hyperte
with which Remodulin competes. One is Flolan, an intravenously delivered prostacyclin marketed by GlaxoSmithkline, PLC, and the otl
Tracleer, an oral endothelin antagonist marketed by Actelion, Ltd. Additional investigational drugs are being
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developed, including the following: sitaxsentan in the United States, an oral edothelin antagonist being developed by Encysive
Pharmaceuticals, Inc.; iloprost, an inhaled prostacylin analog being developed by CoTherix, Inc. in the United States and marketed in E
by Schering AG; sildenafil, an oral vasodilator being developed by Pfizer, Inc. internationally; and ambrisentan, an oral endothelin anta
being developed by Myogen, Inc. in the United States. In addition, competitors may develop and commercialize other products that cor
with United Therapeutics’ products and may do so more rapidly than United Therapeutics. As of December 31, 2003, United Therapeur
estimated that there were approximately 3,000 patients on prostacyclin therapy (either Flolan or Remodulin) in the United States, of wh
approximately 15% were using Remodulin.

In late 2001, the FDA approved Tracleer®, an oral treatment for pulmonary arterial hypertension in patients with NYHA Class Ill —
symptoms. Tracleer is the first drug in a class of drugs known as endothelin antagonists. Endothelin constricts blood vessels and is ele
patients with pulmonary arterial hypertension. Tracleer and other endothelin antagonists are being used in combination with Remodulir
Flolan since these drugs provide symptomatic relief in different ways and might complement each other to treat these seriously ill patie

Many companies market or are developing products that will compete with the HeartBar product line in the nutritional supplement n
However, United Therapeutics is the only company that owns the patent rights to use HeartBar’s key ingredient, arginine, for maintaini
vascular function. One of the largest competitors agreed to pay a royalty to United Therapeutics on its arginine products. United Th
pursuing other potential infringers and is currently prosecuting three patent enforcement lawsuits.

Holter and event monitoring analysis services and systems are provided by many local and regional competitors and a few national
competitors.

United Therapeutics competes with all of these competitors for customers, funding, access to licenses, personnel, third-party collak
product development and commercialization. Almost all of these companies have substantially greater financial, marketing, sales, distri
and technical resources, and more experience in research and development, product development and marketing, clinical trials and re
matters, than United Therapeutics, such as GlaxoSmithkline, Actelion, Ltd. and other competitors.

Governmental Regulation

The research, development, testing, manufacture, promotion, marketing and distribution of drug products are extensively regulated
government authorities in the United States and in other countries. Drugs are subject to rigorous regulation by the FDA in the Unite
similar regulatory bodies in other countries. The steps ordinarily required before a new drug may be marketed in the United States, whi
similar to steps required in most other countries, include:

« Preclinical laboratory tests, preclinical studies in animals and formulation studies and the submission to the FDA of an investigatic
new drug application for a new drt

» Adequate and well-controlled clinical trials to establish the safety and efficacy of the drug for each indication;
» The submission of a new drug application to the FDA; and
« FDA review and approval of the new drug application prior to any commercial sale or shipment of the drug.

Preclinical tests include laboratory evaluation of product chemistry, toxicity and formulation, as well as animal studies. The results c
preclinical testing are submitted to the FDA as part of an investigational new drug application. A 30-day waiting period after the filing of
investigational new drug application is required prior to the commencement of clinical testing in humans. At any time duricigyhpe 36
or at any time thereafter, the FDA may halt proposed or ongoing clinical trials until the FDA authorizes trials under specified terms. The
investigational new drug application process may be extremely costly and substantially delay development of United Therapeutics’ pro
Moreover, positive results of preclinical tests will not necessarily indicate positive results in clinical trials.

Clinical trials to support new drug applications are typically conducted in three sequential phases, but the phases may overlap. Dur
Phase I, the initial introduction of the drug into healthy human subjects or
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patients, the drug is tested to assess its effects on bodily functions and safety, including side effects associated with increasing doses.
usually involves studies in a limited patient population to:

« Assess the efficacy of the drug in specific, targeted indications;
» Assess dosage tolerance and optimal dosage; and

« Identify possible adverse effects and safety risks.

If a compound is found to be potentially effective and to have an acceptable safety profile in Phase Il evaluations, Phase Il trials, a
called pivotal studies, major studies or advanced clinical trials, are undertaken to further demonstrate clinical efficacy and to further tes
safety within an expanded patient population at geographically dispersed clinical study sites.

After successful completion of the required clinical testing, generally a new drug application is submitted. The FDA may request ad
information before accepting a new drug application for filing, in which case the application must be resubmitted with the additional
information. Once the submission has been accepted for filing, the FDA has ten months to review the application and respond to the af
The review process is often significantly extended by FDA requests for additional information or clarification. The FDA may refer the ne
drug application to an appropriate advisory committee for review, evaluation and recommendation as to whether the application should
approved. The FDA is not bound by the recommendation of an advisory committee.

If FDA evaluations of the new drug application and the manufacturing facilities are favorable, the FDA may issue either an approval
or an approvable letter. An approvable letter will usually contain a number of conditions that must be met in order to secure final appro\
the new drug application and authorization of commercial marketing of the drug for certain indications. The FDA may refuse to approve
new drug application or issue a not approvable letter, outlining the deficiencies in the submission and often requiring additional testing
information.

The FDA may designate a product as an “orphan drug” if the drug is intended to treat a rare disease or condition. A disease or cont
considered rare if it affects fewer than 200,000 people in the United States. If an applicant obtains the first FDA marketing approval for
certain orphan drug, the applicant will have a seven-year exclusive right to market the drug for the orphan indication. The FDA has app
the orphan designation for Remodulin for the treatment of pulmonary arterial hypertension, a designation that includes both primary
hypertension and secondary pulmonary hypertension. OvaRex MAb (oregovomab) has received both orphan drug and fast track desig
by the FDA for the treatment of patients with Stage IIl or IV epithelial adenocarcinoma of ovarian, tubal or peritoneal origin. Under the F
and Drug Administration Modernization Act (FDAMA), fast track designations are designed to help accelerate the regulatory approval p
for key investigational drugs that meet an unmet medical need. The designations provide the potential for expedited FDA review and
accelerated approval.

Remodulin was approved by the FDA for the treatment of pulmonary arterial hypertension in patients with NYHA\CRgsptoms tc
diminish symptoms associated with exercise. If regulatory approval of United Therapeutics’ other products is granted, it will similarly be
limited to certain disease states or conditions. The manufacturers of approved products and their manufacturing facilities will be subjec
continual review and periodic inspections. In addition, identification of certain side effects or the occurrence of manufacturing problems
any of its drugs are on the market could cause subsequent withdrawal of approval, reformulation of the drug, additional preclinical testi
clinical trials, and changes in labeling of the product.

The Waxman-Hatch Act provides that patent terms may be extended during the FDA regulatory review period for the related produ
period is generally one-half the time between the effective date of an investigational new drug application and the submission date of a
drug application, plus the time between the submission date of a new drug application and the approval of that application, subject to a
maximum extension of five years. Similar patent term extensions are available under European laws. United Therapeutics filed with the
States Patent and Trademark Office a patent term extension application for its patent
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covering the method of treating pulmonary arterial hypertension using Remodulin following its FDA approval. The application is pendin

Outside the United States, United Therapeutics’ ability to market its products will also be contingent upon receiving marketing
authorizations from the appropriate regulatory authorities. The foreign regulatory approval process may include some or all of the risks
associated with FDA approval set forth above. The requirements governing the conduct of clinical trials and marketing authorization va
widely from country to country. At present, foreign marketing authorizations are applied for at a national level, although within Europe,
procedures are available to companies wishing to market a product in more than one European Union (EU) member state.

In the EU, marketing authorizations may be submitted to a centralized, a decentralized or a national level process. The centralized
procedure is mandatory for the approval of biotechnology products and high technology products and is available at the applicant’s opt
other products. The centralized procedure provides for the grant of a single marketing authorization that is valid in all EU member state
decentralized procedure is available for all medicinal products that are not subject to the centralized procedure. The decentralized proc
provides for mutual recognition of national approval decisions, changes existing procedures for national approvals and establishes proc
for coordinated EU actions on products, suspensions and withdrawals. Under this procedure, the holder of a national marketing author
for which mutual recognition is sought may submit an application to one or more EU member states, certify that the dossier is identical
on which the first approval was based or explain any differences and certify that identical dossiers are being submitted to all member s
which recognition is sought. Within 90 days of receiving the application and assessment report, each EU member state must decide wt
recognize approval. The procedure encourages member states to work with applicants and other regulatory authorities to resolve dispt
concerning mutual recognition. Lack of objection of a given country within 90 days automatically results in approval of the EU country.
Following receipt of marketing authorization in a member state, United Therapeutics would then be required to engage in pricing discus
and negotiations with a separate prescription pricing authority in that country.

United Therapeutics intends to secure European regulatory approval for the use of Remodulin for pulmonary arterial hypertensi
decentralized procedure and filed its first Marketing Authorization Application in France in February 2001. That review is currently ongo
Regulatory applications for the use of Remodulin for pulmonary arterial hypertension in Canada and Israel were approved in October 2
Regulatory applications in Switzerland and Australia were filed in 2001 and 2002, respectively, and preliminary indications of approval
received in December 2003.

Arginine and telemedicine products are manufactured at contract facilities that are regulated by the FDA and required to follow the
currentGood Manufacturing PracticesTelemedicine products are subject to FDA regulation as medical devices. The devices, manufactu
and sold by Medicomp, have received marketing approval from the FDA under Section 510(k) of the Food, Drug and Cosmetic Act.

Employees

United Therapeutics had approximately 160 employees as of March 1, 2004. The company also maintains active independent cont
relationships with various individuals most of whom are on month-to-month or annual consulting contracts. The company believes its
employee relations are excellent.

Revenues and Industry Segments

The information required by Regulation S-K Iltems 101(b) and 101(d) related to financial information about segments and financial
information about sales is contained in Note 16 of the audited consolidated financial statements, which are included in this Annual Rep
Form 10-K.
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Corporate Website

United Therapeutics’ Internet website address is www.unither.tbrted Therapeutics’ filings on Form 10-K, Form 10-Q, Form 3,
Form 4, Form 5, and Form 8-K, and amendments thereto, are available free of charge through this internet website as soon as reasonz
practicable after they are filed or furnished to the SEC.

Risk Factors

This Annual Report on Form 10-K contains forward-looking statements made pursuant to the safe harbor provisions of Section 21E
Securities Exchange Act and the Private Securities Litigation Reform Act of 1995 which are based on United Therapeutics’ beliefs and
expectations as to future outcomes. These statements include, among others, statements relating to the following: the timing and outcc
clinical studies and regulatory filings; the achievement and maintenance of regulatory approvals; the ability to find alternate sources of
and manufacturing for United Therapeutics’ products; the existence, capabilities and activities of competitors; the adequacy of owned c
facilities for operations; the expectation not to pay dividends on common stock in the foreseeable future; the extent of United Therapeu
exposure to market risk; the ability to hold debt instrument investments to maturity; the statements identified as forward-looking statem
“ltem 7 — Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this Annual
Report on Form 10-K; and statements preceded by, followed by or that include the words “believes”, “expects”, “anticipates”, “intends”,
“estimates”, “may” or similar expressions. These statements are subject to risks and uncertainties and United Therapeutics’ actual rest
differ materially from anticipated results. Factors that may cause such a difference include, but are not limited to, those discussed belo
United Therapeutics undertakes no obligation to publicly update forward-looking statements, whether as a result of new information, fu
events or otherwise.

Risks Related to Our Business
Actual Revenues And Net Losses May Differ From United Therapeutics’ Projections.

United Therapeutics has made public its projections of its estimated Remodulin annual revenue run rates, estimated average mont
losses, a range of potential 2004 consolidated revenues and a projection of achieving profitability in 2004. These projections were base
numerous factors and assumptions taken into consideration at the time the estimates were made, which factors and assumptions are il
subject to a degree of uncertainty. As a result, the actual revenues and net losses may be greater or less than projected. Even small di
in the factors and assumptions can lead to significant changes in United Therapeutics’ stock price. United Therapeutics had net losses
approximately $10.0 million in 2003, $23.7 million in 2002 and $37.3 million in 2001.

Factors that could affect the accuracy of United Therapeutics’ expectations of revenues and profits include the following:

« Retention of current patients;

« Addition of new patients to replace patients who discontinue Remodulin therapy;

« Remodulin side effects, including impact of infusion site pain and reaction;

« Changes in the current pricing and dosing of Remodulin;

« Willingness of private insurance companies, Medicare and Medicaid to reimburse Remodulin at current pricing levels;
« Continued regulatory approval of Remodulin;

« Additional regulatory approvals in other countries for Remodulin;
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« Outcome of the Phase IV post-marketing study of Remodulin;

« Impact of other approved and investigational competitive products;

« Continued performance by current Remodulin distributors;

» Unforeseen expenses;

« Actual growth in sales of telemedicine and arginine products;

« Actual expenses incurred in future periods; and

« Establishment of additional strategic acquisitions or licensing arrangements.

Factors that could affect the accuracy of United Therapeutics’ estimated net loss and capital requirements include the following:

« Continued regulatory approval of Remodulin;

 Retention and growth of patients treated with Remodulin;

« Collection of accounts receivable;

« Size, scope and outcome of the Remodulin post-marketing Phase IV clinical study;

« Size, scope and outcome of development efforts for existing and additional products;
« Future milestone and royalty payments;

« Cost, timing and outcomes of regulatory reviews;

« Rate of technological advances;

« Recovery of goodwill, intangible assets and investments in affiliates;

« Status of competitive products;

« Defending and enforcing intellectual property rights;

« Development of manufacturing resources or the establishment, continuation or termination of third-party manufacturing arrangems
« Establishment, continuation or termination of third-party clinical trial arrangements;

» Development of sales and marketing resources or the establishment, continuation or termination of third-party sales and marketin
arrangements; ar
« Establishment of additional strategic acquisitions or licensing arrangements.

United Therapeutics Has A History Of Losses And May Never Become Profitable.

United Therapeutics has lost money since its inception in 1996, and its accumulated deficit was approximately $195.8 million at
December 31, 2003. United Therapeutics had net losses of approximately $10.0 million, $23.7 million and $37.3 million in 2003, 2002 ¢
2001, respectively. United Therapeutics expects to incur additional losses and may never become profitable. United Therapeutics expe
quarterly and annual operating results to fluctuate, depending primarily on the following factors:

» Extent and timing of sales of Remodulin to distributors;

« Level of patient demand for Remodulin and other products;

« Levels of research and development, selling, general and administrative expenses; and
« Establishment of additional strategic acquisitions or licensing arrangements.

Most of United Therapeutics’ pharmaceutical products are in clinical studies. United Therapeutics might not maintain or obtain new
regulatory approvals for its pharmaceutical products and may not be able to sell its
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pharmaceutical products commercially. Even if United Therapeutics sells its products, United Therapeutics may never be profitable anc
not be able to sustain any profitability it achieves.

If United Therapeutics Cannot Maintain Regulatory Approvals For Its Products, It Cannot Sell Those Products And Its Revenues
Will Suffer.

The process of obtaining and maintaining regulatory approvals for new drugs is lengthy, expensive and uncertain. The manufacturil
distribution, advertising and marketing of these products are subject to extensive regulation. Any new product approvals United Therap
receives in the future could include significant restrictions on the use or marketing of the product. Product approvals, if granted, can be
withdrawn for failure to comply with regulatory requirements or upon the occurrence of adverse events following commercial introductic
the products. The FDA has approved Remodulin for the treatment of pulmonary arterial hypertension in patients with NYHA Class II-IV
symptoms to diminish symptoms associated with exercise. This approval is subject to United Therapeutics’ agreement to perform a po:
marketing Phase IV clinical study to further assess the clinical benefits of Remodulin. Continued FDA approval of Remodulin is subject
results of that trial. If approvals are withdrawn for a product, United Therapeutics cannot sell that product and its revenues will suffer. Ir
addition, if product approvals are withdrawn, governmental authorities could seize United Therapeutics’ products or force United Thera
to recall its products. Finally, United Therapeutics and its officers and directors could be subject to civil and criminal penalties for failure
comply with these regulatory requirements.

If United Therapeutics’ Products Fail In Clinical Studies, United Therapeutics Will Not Be Able To Obtain FDA And Foreign
Approvals And Will Not Be Able To Sell Those Products.

In order to sell its pharmaceutical products, United Therapeutics must receive regulatory approvals. To obtain those approvals, Uni
Therapeutics must conduct clinical studies demonstrating that the drug and the delivery mechanism for the drug are safe and effective.
United Therapeutics cannot obtain approval from the United States Food and Drug Administration for a product, that product cannot be
and United Therapeutics’ revenues will suffer.

On May 21, 2002, the FDA approved Remodulin (treprostinil sodium) Injection for the treatment of pulmonary arterial hypertension
patients with NYHA Class Il-IV symptoms to diminish symptoms associated with exercise. United Therapeutics agreed to perform a po
marketing Phase IV clinical study to further assess the clinical benefits of Remodulin. The Phase IV study must be completed by Decel
2005, and continued FDA approval is conditioned on the completion and outcome of the Phase IV study. As of February 2004, approxi
11 patients had been enrolled in the 39 patient Phase IV study. Additionally, United Therapeutics has initiated a pre-pivotal clinical stuc
Remodulin in critical limb ischemia. The lead glycobiology antiviral agent, UT-231B, has completed acute and chronic Phase | clinical
studies in normal volunteers and is currently enrolling a Phase II, proof-of-concept study. United Therapeutics is also currently conduct
Phase Il pivotal studies of OvaRex for the treatment of metastatic ovarian cancer. United Therapeutics is still completing or planning p
clinical studies for its other products. United Therapeutiogoing and planned clinical studies might be delayed or halted for various r
including:

« The drug is not effective, or physicians think that the drug is not effective;
« Other investigational or approved therapies are viewed as more effective by physicians;
« Patients experience severe side effects during treatment;

« Patients die during the clinical study because their disease is too advanced or because they experience medical problems that ar
related to the drug being studie
« Patients do not enroll in the studies at the rate United Therapeutics expects;

« Drug supplies are not available or suitable for use in the studies; and
« The results of preclinical testing cause delays in clinical trials.
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In addition, the FDA and foreign regulatory authorities have substantial discretion in the approval process. The FDA and foreign rec
authorities may not agree that United Therapeutics has demonstrated that its products are safe and effective.

United Therapeutics’ Products May Not Be Commercially Successful Because Physicians And Patients May Not Accept Them.

Even if regulatory authorities approve United Therapeutics’ products, these products may not be commercially successful. United
Therapeutics expects that most of its products, including Remodulin, which is already approved by the United States Food and Drug
Administration, will be very expensive. Patient acceptance of and demand for United Therapeutics’ products will depend largely on the
following factors:

» Acceptance by physicians and patients of United Therapeutics’ products as safe and effective therapies;

* Reimbursement of drug and treatment costs by third-party payers such as Medicare, Medicaid and private insurance companies;
« Pricing of alternative products;

« Convenience and ease of administration of United Therapeutics’ products; and

« Prevalence and severity of side effects associated with United Therapeutics’ products, including the infusion site pain and reactiol
associated with use of Remodul

Discoveries Or Developments Of New Technologies By Others May Make United Therapeutics’ Products Obsolete.

Other companies may conduct research, make discoveries or introduce new products that render all or some of United Therapeutic
technologies and products obsolete or not commercially viable. Researchers are continually making new discoveries that may lead to r
technologies to treat the diseases for which United Therapeutics’ products are intended. In addition, alternative approaches to treating
diseases, such as gene therapy, may make United Therapeutics’ products obsolete or noncompetitive. One therapy approved in the U
States in 2001 is Tracleer, an oral endothelin antagonist developed by Actelion, Ltd. which competes with Remodulin. United TherapeL
aware that other endothelin antagonists are being developed, such as sitaxsentan by Encysive Pharmaceuticals, Inc. and ambrisentan
Myogen, Inc. United Therapeutics is also aware that sildenafil, being developed by Pfizer, Inc., is being studied for use in pulmonary
hypertension. Also, iloprost, developed by Schering AG and approved in 2003 in Europe for pulmonary hypertension, is also being dev
in the United States for pulmonary hypertension by CoTherix, Inc. Sildenafil and iloprost are currently approved for the treatment of oth
diseases.

If Third-Party Payers Will Not Reimburse Patients For United Therapeutics’ Drug Products Or If Third-Party Payers Limit the
Amount of Reimbursement, Sales Will Suffer.

United Therapeutics’ commercial success will depend in part on third-party payers, such as Medicare, Medicaid and private insurar
companies, agreeing to reimburse patients for the costs of United Therapeutics’ pharmaceutical products. Third-party payers frequently
challenge the pricing of new drugs. Remodulin and the associated infusion pump and supplies are very expensive. United Therape
its investigational products, if approved, will also be very expensive. Presently, most third-party payers, including Medicare and Medica
reimburse patients for the cost of Remodulin therapy. Third-party payers may not approve United Therapeutics’ new products for
reimbursement or continue to approve Remodulin for reimbursement. If third-party payers do not approve a United Therapeutics’ produ
reimbursement or limit the amount of reimbursement, sales will suffer, as patients will opt for a competing product that is approved for
reimbursement.

United Therapeutics Relies On Third Parties To Develop, Market, Distribute And Sell Most of Its Products And Those Third
Parties May Not Perform.

United Therapeutics is currently marketing products in three of its five therapeutic platforms: Remodulin in the prostacyclin analog
platform, the HeartBar and other product lines in the arginine formulations
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platform, and CardioPAL cardiac event monitors and Holter monitors in the telemedicine platform. United Therapeutics does not have t
ability to independently conduct clinical studies, obtain regulatory approvals, market, distribute or sell most of its products and intends t
substantially on experienced third parties to perform all of those functions. United Therapeutics may not locate acceptable contractors
into favorable agreements with them. If third parties do not successfully carry out their contractual duties or meet expected deadlines, |
Therapeutics will be unable to obtain marketing approvals and will be unable to sell its products. Medtronic MiniMed is United Therape!
exclusive partner for the subcutaneous delivery of Remodulin using the MiniMed microinfusion device for pulmonary arterial hypertensi
United Therapeutics is relying on Medtronic MiniMed’s experience, expertise and performance. Similarly, United Therapeutics is relying
Accredo Therapeutics, Inc., Priority Healthcare Corporation and Caremark, Inc. to market, distribute, and sell Remodulin in the United !
If United Therapeutics’ partners in the United States and internationally are unsuccessful in their efforts, United Therapeutics’ revenues
suffer.

United Therapeutics May Not Successfully Compete With Established Drug Companies.

United Therapeutics competes with established drug companies during product development for, among other things, funding, acce
licenses, expertise, personnel and third-party collaborators. United Therapeutics will also compete with these companies following app!
its products. Almost all of these competitors have substantially greater financial, marketing, sales, distribution and technical resources,
more experience in research and development, clinical trials and regulatory matters, than United Therapeutics.

United Therapeutics is aware of existing treatments that compete with its products. For the treatment of pulmonary arterial hyperter
approved products that compete with Remodulin include the intravenous prostacyclin, Flolan, marketed by GlaxoSmithkline PLC, and
Tracleer, an oral endothelin antagonist marketed by Actelion, Ltd. With respect to the prostacyclin segment of the pulmonary arterial
hypertension market, United Therapeutics estimates that approximately 15% of the patients being treated with prostacyclin in the Unite
are using Remodulin. Products that are being developed that may also compete with Remodulin include sitaxsentan being developed t
Encysive Pharmaceuticals, Inc., ambrisentan, being developed by Myogen, Inc. and iloprost, being developed by CoTherix, Inc. Silden
being developed by Pfizer, Inc., is currently approved for the treatment of a disease other than pulmonary arterial hypertension. llopros
currently approved for pulmonary hypertension and other diseases in Europe. Many companies are marketing and developing products
containing arginine which will compete with the HeartBar product line. Cardiac Holter and event monitoring services and systems a
by many local and regional competitors and a few national competitors. A number of drug companies are pursuing treatments for ovari
other cancers and hepatitis, that will compete with products in United Therapeutics’ immunotherapeutic monoclonal antibody platform &
glycobiology antiviral agents platform.

If The Licenses And Assignments United Therapeutics Depends On Are Breached Or Terminated, United Therapeutics Would
Lose Its Right To Develop And Sell The Products Covered By The Licenses And Assignments.

United Therapeutics’ business depends upon the acquisition, assignment and license of drugs and other products which have beer
discovered and initially developed by others, including Remodulin, all of the products in the immunotherapeutic monoclonal antibody
platform, all of the products in the glycobiology antiviral agents platform, and the HeartBar line of products. Under its product license
agreements, United Therapeutics retains ownership of the intellectual property subject to the terms of each license agreement, wherea
assignment agreements transfer all right, title and ownership of the intellectual property to United Therapeutics, subject to the terms of
assignment agreements. In addition, United Therapeutics has obtained and will be required to obtain licenses to other third-party techn
conduct its business, including licenses for its products and an agreement for the use of the MiniMed microinfusion device for the
administration of Remodulin. This dependence has the following risks:

 United Therapeutics may not be able to obtain future licenses and assignments at a reasonable cost or at all;
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« If any of United Therapeutics’ licenses or assignments are terminated, United Therapeutics will lose its rights to develop and mark
some or all of its product

* The licenses and assignments that United Therapeutics holds generally provide for termination by the licensor or assignor in the ¢
United Therapeutics breaches the license or assignment agreement, including failing to pay royalties and other fees on a

« In the event that GlaxoSmithkline (formerly Glaxo Wellcome) or Pfizer (formerly Pharmacia) terminate their assignment agree
Patents and Proprietary Righ— Glaxo Wellcome Assignment and Pharmacia Licgridaited Therapeutics will have no further rig
to utilize the assigned patents or trade secrets to develop and commercialize Remodulin. In the twelve-month period ended Decel
2003, sales of Remodulin accounted for approximately 85% of United Therapeutics’ revenues. GlaxoSmithkline or Pfizer could se
terminate the assignment in the event that United Therapeutics failed to pay royalties based on sales of Rem

« If licensors fail to maintain the intellectual property licensed or assigned to United Therapeutics as required by most of United
Therapeutics’ license and assignment agreements, United Therapeutics may lose its rights to develop and market some or all of i
products and may be forced to incur substantial additional costs to maintain the intellectual property itself or force the licensor
to do so.

If United Therapeutics’ Patent And Other Intellectual Property Protection Is Inadequate, United Therapeutics’ Sales And Profits
Could Suffer Or Competitors Could Force United Therapeutics’ Products Completely Out Of The Market.

The United States patent for the method of treating pulmonary hypertension with Remodulin expires in 2009. OvaRex and its methc
use are the subject of a combination of issued patents and pending applications in the United States and around the world. The issued
have expiration dates ranging from 2017 to 2018. United Therapeutics may not be able to extend these or any other patents. Competit
develop products based on the same active ingredients as United Therapeutics’ products, including Remodulin, and market those prod
the patents expire, or may design around United Therapeutics’ existing patents. If this happens, United Therapeutics’ sales would suffe
United Therapeutics’ profits could be severely impacted.

Patents may be issued to others which prevent the manufacture or sale of United Therapeutics’ products. United Therapeutics may
license those patents and pay significant fees or royalties to the owners of the patents in order to keep marketing its products. This wol
profits on sales to suffer.

United Therapeutics has been granted a patent in the United States for the synthesis of Remodulin, but pending patent application:
have been or may be filed by United Therapeutics, may not be issued. The scope of any patent issued may not be sufficient to protect
Therapeutics’ technology. The laws of foreign jurisdictions in which United Therapeutics intends to sell its products may not protect Uni
Therapeutics’ rights to the same extent as the laws of the United States.

In addition to patent protection, United Therapeutics also relies on trade secrets, proprietary know-how and technology advances.
Therapeutics enters into confidentiality agreements with its employees and others, but these agreements may not be effective in protec
United Therapeutics’ proprietary information. Others may independently develop substantially equivalent proprietary information or obt:
access to United Therapeutics’ know-how.

Litigation, which is very expensive, may be necessary to enforce or defend United Therapeutics’ patents or proprietary rights and
end favorably for United Therapeutics. Any of United Therapeutics’ licenses, patents or other intellectual property may be challenged,
invalidated, canceled, infringed or circumvented and may not provide any competitive advantage to United Therapeutics. The only curr
pending litigation to which United Therapeutics is a party relates to suits initiated by United Therapeutics against other parties believed
violated United Therapeutics’ patents related to its arginine products line.
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United Therapeutics Has Limited Experience With Manufacturing And Depends On Third Parties, Who May Not Perform, To
Synthesize And Manufacture Many Of Its Products.

United Therapeutics itself has limited experience with manufacturing. In October 1999, United Therapeutics acquired SynQuest, In
company that manufactured treprostinil, the bulk active ingredient in Remodulin, for United Therapeutics. In December 2000, SynQues
dissolved and merged into United Therapeutics as its synthesis and manufacturing division. Prior to the acquisition of SynQuest, Unite
Therapeutics had no experience with manufacturing. Even though United Therapeutics retained the employees and managers of SynC
connection with the acquisition, United Therapeutics may be unsuccessful in maintaining drug manufacturing operations.

United Therapeutics relies on third parties for the manufacture of all its products other than Remodulin. United Therapeutics relies ¢
Baxter Healthcare Corporation for the formulation of Remodulin. United Therapeutics relies on Cardinal Health to test the purity of eact
of Remodulin and other products that United Therapeutics is developing. United Therapeutics relies on Nellson Nutraceutical and (
Nutritionals to manufacture its arginine products. United Therapeutics relies exclusively on Toray Industries, Inc. to manufacture
United Therapeutics relies on other manufacturers to make its experimental drugs for use in trials. Although there are a limited number
companies that could replace each of these suppliers, management believes that other suppliers could provide similar services and me
change in suppliers, however, could cause a delay in distribution of Remodulin and other products, and in the conduct of clinical trials &
commercial launch, which would adversely affect United Therapeutics’ research and development efforts, and future sales efforts. Unit
Therapeutics’ manufacturing strategy presents the following risks:

» The manufacturing processes for some of United Therapeutics’ products have not been tested in quantities needed for commerci

« Delays in scale-up to commercial quantities could delay clinical studies, regulatory submissions and commercialization of United
Therapeutic’ products;
A long lead time is needed to manufacture Remodulin, and the manufacturing process is complex;

« United Therapeutics and manufacturers of United Therapeutics’ products are subject to the FDA's good manufacturing practices
regulations and similar foreign standards, and although United Therapeutics controls compliance issues with respect to synthesis
manufacturing conducted internally, United Therapeutics does not have control over compliance with these regulations by its thirc
manufacturers

« If United Therapeutics has to change to another manufacturing contractor or abandon its captive manufacturing operations, FDA :
comparable foreign regulators would require new testing and compliance inspections and the new manufacturer would have to be
educated in the processes necessary for the production of the affected |

« Without satisfactory long-term agreements with its manufacturers, United Therapeutics will not be able to develop or commerciali:
products, other than Remodulin, as planned or at all and will have to rely solely on internal manufacturing

« Without substantial experience in operating a manufacturing facility, United Therapeutics may not be able to successfully continue
manufacture Remodulin; a1

« United Therapeutics may not have intellectual property rights, or may have to share intellectual property rights, to many impra
the manufacturing processes or new manufacturing processes for its pr

Any of these factors could delay clinical studies or commercialization of United Therapeutics’ products, entail higher costs and resu
United Therapeutics being unable to effectively sell its products.
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United Therapeutics May Not Have Adequate Insurance And May Have Substantial Exposure To Payment Of Product Liability
Claims.

The testing, manufacture, marketing, and sale of human drugs involve product liability risks. Although United Therapeutics currently
product liability insurance covering claims up to $15 million per occurrence, United Therapeutics may not be able to maintain this prodt
liability insurance at an acceptable cost, if at all, and this insurance may not provide adequate coverage against potential losses. If clail
losses exceed United Therapeutics’ liability insurance coverage, United Therapeutics may go out of business.

If United Therapeutics’ Highly Qualified Management And Technical Personnel Leave United Therapeutics, Its Business May
Suffer.

United Therapeutics is dependent on its current management, particularly its founder and Chief Executive Officer, Martine Rothblat
Ph.D., its President and Chief Operating Officer, Dr. Roger Jeffs, Ph.D., its Executive Vice President for Business Development and Ci
Financial Officer, Fred Hadeed, and its Executive Vice President for Strategic Planning, General Counsel and Corporate Secretary, Pa
Mahon, all of whom are employed pursuant to multi-year employment agreements. United Therapeutics does not maintain key person
insurance on these officers. United Therapeutics’ success will depend in part on retaining the services of its existing management and
personnel and attracting and retaining new highly qualified personnel. Expertise in the field of cardiovascular medicine, infectious disez
oncology is not generally available in the market, and competition for qualified management and personnel is intense.

United Therapeutics May Not Have, Or May Have To Share Rights To, Future Inventions Arising From Its Outsourcing
Agreements And May Lose Potential Profits Or Savings.

Pursuant to United Therapeutics’ agreements with certain of its business partners, any new inventions or intellectual property that e
from United Therapeutics’ activities will be owned jointly by United Therapeutics and these partners. If United Therapeutics does not he
rights to new developments or inventions that arise during the terms of these agreements, or United Therapeutics has to share the righ
others, United Therapeutics will lose the benefit of the new rights which may mean a loss of future profits or savings generated from im
technology.

If United Therapeutics Needs Additional Financing And Cannot Obtain It, Product Development And Sales May Be Limited.

United Therapeutics may need to spend more money than currently expected because it may need to change its product developmn
or product offerings to address difficulties with clinical studies, preparing for commercial sales or continued sales of Remodulin. United
Therapeutics may not be able to obtain additional funds on commercially reasonable terms or at all. If additional funds are not avail
Therapeutics may be compelled to delay clinical studies, curtail operations or obtain funds through collaborative arrangements that
it to relinquish rights to certain products or potential markets.

Risks Related to Owning United Therapeutics’ Common Stock
United Therapeutics’ Stock Price Could Be Volatile And Could Decline.

The market prices for securities of drug and biotechnology companies are highly volatile, and there are significant price and volume
fluctuations in the market that may be unrelated to particular companies’ operating performances. The table below sets forth the high a
closing prices for United Therapeutics’ common stock for the periods indicated:

High Low
January 1, 200- December 31, 200 $17.61  $ 9.1C
January 1, 200- December 31, 200 $24.65  $14.7(
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United Therapeutics’ stock price could decline suddenly due to the following factors, among others:

* Quarterly and annual financial and operating results;

« Failure to meet estimates or expectations of securities analysts and United Therapeutics’ projections;
« Rate of product acceptance;

« Public concern as to the safety of products developed by United Therapeutics or by others;

« Announcements by United Therapeutics or others of technological innovations or new products;

» Developments in patent or other proprietary rights;

« Establishment of additional strategic acquisitions or licensing arrangements;

« Future sales of substantial amounts of common stock by existing United Therapeutics’ stockholders;
« Future sales of common stock by United Therapeutics’ directors or officers;

* Results of clinical trials;

» Maintaining approvals to sell Remodulin;

« Timing and outcome of additional regulatory approvals; and

» General market conditions.

Future Sales Of Shares May Depress The Stock Price.

If the stockholders sell a substantial number of shares of United Therapeutics’ common stock in the public market, or investors bec
concerned that substantial sales might occur, the market price of the common stock could decrease. Such a decrease could make it di
United Therapeutics to raise capital by selling stock or to pay for acquisitions using stock. To the extent outstanding options are exercis
additional shares of capital stock are issued, existing stockholders may incur additional dilution.

Provisions Of United Therapeutics’ Certificate Of Incorporation, By-Laws And Rights Plan Could Prevent Or Delay A Change Of
Control Or Change In Management That Could Be Beneficial To United Therapeutics And The Public Stockholders.

Certain provisions of United Therapeutics’ amended and restated certificate of incorporation, amended and restated by-laws and
shareholder rights plan may prevent, delay or discourage:

« A merger, tender offer or proxy contest;
» The assumption of control by a holder of a large block of United Therapeutics’ securities; and
 The replacement or removal of current management by United Therapeutics’ stockholders.

For example, United Therapeutics’ amended and restated certificate of incorporation divides the board of directors into three classe
members of each class to be elected for staggered three-year terms. This provision may make it more difficult for stockholders to chan
majority of directors and may frustrate accumulations of large blocks of common stock by limiting the voting power of such blocks. This
further result in discouraging a change of control or change in current management.

United Therapeutics has a shareholder rights plan designed to discourage takeovers that involve abusive tactics or do not provide f
to shareholders. Generally, the shareholder rights plan requires a hostile purchaser to pay a price per share that is substantially higher
current quoted price of United Therapeutics’ common stock.

Provisions of United Therapeutics’ amended and restated certificate of incorporation and the shareholder rights plan could discoure
make more difficult, a merger or other change of control transaction, whether or not the transaction is favored by current managem
be favorable to United Therapeutics’ stockholders. In addition, these provisions may make removal of current management by United
Therapeutics’ stockholders more difficult, even if such removal would generally be beneficial to the stockholders.
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Existing Directors And Executive Officers Of United Therapeutics Own A Substantial Block Of Stock And Might Be Able To
Direct The Outcome Of Matters Requiring Stockholder Approval.

United Therapeuticslirectors and named executive officers beneficially own approximately 13 percent of its outstanding commo
of March 1, 2004. Accordingly, these stockholders as a group might be able to direct the outcome of matters requiring approval by Unit
Therapeutics’ stockholders, including the election of its directors. Such stockholder control could delay or prevent a change of control ¢
United Therapeutics.

If Stockholders Do Not Receive Dividends, Stockholders Must Rely On Stock Appreciation For Any Return On Their Investment
In United Therapeutics.

United Therapeutics has never declared or paid cash dividends on any of its capital stock. United Therapeutics currently intend:
earnings for future growth and therefore does not anticipate paying cash dividends in the future.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list, as of March 1, 2004, setting forth certain information regarding the executive officers of United Therapeutics.
executive officer holds office until the first meeting of the Board of Directors after the annual meeting of shareholders, and until his or h
successor is elected and qualified or until his or her earlier resignation or removal. Each executive officer's employment will end pursuc
the terms of his or her employment contract. Each of the employment contracts generally provide for a term of service of five years.

Name Age Position
Martine A. Rothblatt, Ph.D., J.D., M.B.A 49 Chairman, Chief Executive Officer and Direc
Roger Jeffs, Ph.D 42 President, Chief Operating Officer and Direc
Paul A. Mahon, J.D. 40 Executive Vice President for Strategic Planning, General
Counsel and Corporate Secret
Fred T. Hadeed 39 Executive Vice President for Business Development and

Chief Financial Officel

Martine A. Rothblatt, Ph.D., J.D., M.B.Astarted United Therapeutics in 1996 and has served as Chairman and Chief Executive Offic
since its inception. Dr. Rothblatt is President of the William Harvey Medical Research Foundation &tthpasén of the Law and Medici
Committee of the International Bar Association.

Roger Jeffs, Ph.D joined United Therapeutics in September of 1998 as Director of Research, Development and Medical. Dr. Jeffs w
promoted to Vice President of Research, Development and Medical in July 2000 and to President and Chief Operating Officer in Je
Prior to 1998, Dr. Jeffs worked at Amgen, Inc. as Manager of Clinical Affairs and Associate Director of Clinical Research from 1995 to :
where he served as the worldwide clinical leader of the Infectious Disease Program.

Paul A. Mahon, J.Dhas served as General Counsel and Assistant Corporate Secretary of United Therapeutics since its inception in
In June 2001, Mr. Mahon joined United Therapeutics as a full-time employee as Senior Vice President, General Counsel, and Corporat
Secretary. In November 2003, Mr. Mahon was promoted to Executive Vice President for Strategic Planning, General Counsel and Cory
Secretary. Prior to June 2001, he served United Therapeutics from its formation in 1996 in his capacity as principal and managing parti
the law firm, Mahon Patusky Rothblatt & Fisher, Chartered.

Fred T. Hadeedhas served as Chief Financial Officer of United Therapeutics since January 2000. In November 2003, Mr. Hadeed w
promoted to Executive Vice President for Business Development and Chief Financial Officer. Prior to joining United Therapeutics,
Mr. Hadeed practiced as a certified public accountant from 1989 to 2000 at KPMG LLP, where he served as a senior manager in KPM(
sciences practice.

ltem 2.  Properties

United Therapeutics currently maintains several leased and owned facilities. The company owns its corporate office in Silver Spring
Maryland and an office in Satellite Beach, Florida. The company leases its legal and governmental affairs office in Washington, D.C. Tt
company leases its clinical development office in Research Triangle Park, North Carolina. The company leases laboratory and office sj
Chicago, Illinois where the bulk active ingredient in Remodulin is synthesized. The Chicago facility contains approximately 19,000 squé
of total space. The company’s subsidiaries, Unither Pharma, Inc. and Lung R, Inc. occupy the office in Satellite Beach, Florida. The
company’s subsidiary, Unither Pharmaceuticals, Inc., leases office space in Wellesley, Massachusetts. The company'’s subsidiary, Mec
Inc., leases office space in Melbourne, Florida. United Therapeutics’ subsidiary, Unither Nutriceuticals, Inc., leases office space in Burli
Vermont. United Therapeutics’ subsidiary, United Therapeutics Europe Ltd., leases office space near London, England. United Therap
also owns three buildings and land adjacent to its corporate
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headquarters in Silver Spring, Maryland and has committed to purchasing an additional adjacent lot. United Therapeutics believes thes
facilities are adequate for its current and planned operations.

The office space in Melbourne, Florida is used in United Therapeutics’ telemedicine segment. All other properties and leased faciliti
used in United Therapeutics’ pharmaceutical segment.

Iltem 3. Legal Proceeding

The Federal Trade Commission (FTC), through the staff of the FTC’s Division of Advertising Practices, has reviewed certain advert
and promotional claims made by Unither Pharma, Inc., a wholly owned subsidiary of United Therapeutics, about the HeartBar product |
including claims made prior to United Therapeutexsjuisition of HeartBar and certain other assets and liabilities of Cooke PH, Inc. (fc
Cooke Pharma, Inc.) in December 2000. As a result of the review, on July 20, 2003, the FTC issued a final consent order based upon :
settlement agreement with United Therapeutics and Unither Pharma, Inc. relating to certain advertising and promotional claims made &
HeartBar product line. The order prohibits the making of claims concerning the beneficial cardiovascular effaoggnaidsupplementatic
therapy without supporting competent and reliable scientific evidence. It also prohibits the making of any unsubstantiated claims about
health benefits, performance, or efficacy of any food, medical food, or dietary supplement used in or marketed for the treatment, cure, «
prevention of cardiovascular disease. The settlement contains certain notice and enforcement obligations. Violation of the terms of the
settlement may result in fines, penalties and other restrictions that could adversely affect the assets and operations of United TherapeL
United Therapeutics does not believe that the settlement agreement will have a material adverse effect on United Therapeutics’ assets
operations.

ltem 4.  Submission of Matters to a Vote of Security Hold¢
No matters were submitted to a vote of security holders during the fourth quarter of the fiscal year covered by this report.

25

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 29 of 123



PART Il

ltem 5.  Market for Registran's Common Equity and Related Stockholder Matt
Market for Common Equity

United Therapeutics’ common stock (and associated preferred stock purchase rights) trades on the Nasdaq Stock Market’s Nasdac
Market under the symbol “UTHR”. The table below sets forth the high and low closing prices for the common stock for the periods indic

2003 2002
High Low High Low
January = March 31 $17.2¢ $14.7( $13.4¢ $ 9.1C
April 1 —June 3( $23.2¢ $16.57 $15.31 $11.5C
July 1- September 3 $24.68  $18.1¢  $17.01  $10.3¢
October 1- December 3: $23.4¢ $18.2¢ $17.61 $14.0C

As of March 1, 2004, there were 99 holders of record of common stock. United Therapeutics estimates that included within the holc
record are approximately 3,000 beneficial owners of common stock. As of March 1, 2004, the closing price for the common stock was §

Dividend Policy

United Therapeutics has never paid and does not intend to pay any dividends on the common stock in the foreseeable future but in
retain any earnings for use in its business operations.

Recent Sales of Unregistered Securities

At various times throughout 2003, United Therapeutics issued options to consultants in exchange for services pursuant to Section ¢
the Securities Act of 1933. The aggregate number of these options was 7,667. Upon exercise, each option may be converted into one
United Therapeutics’ common stock in exchange for cash equal to the exercise price. All exercise prices were set at the closing price o
Therapeutics’ common stock on the day preceding the grant of each of these options. The exercise prices ranged from $16.17 to $17.1
these options vest over a period of up to one year.
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Item 6. Selected Financial Dat:

The following selected consolidated financial data should be read in conjunction with United Therapeutics’ consolidated financial
statements and related notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included
elsewhere in this Annual Report on Form 10-K. The historical results are not necessarily indicative of results to be expected for future
The following information is presented in thousands, except per share data.

Years Ended December 31,

2003 2002 2001 2000 1999
Consolidated Statements of
Operations Data:
Revenue: $ 53,34: $ 30,12( $ 5,731 $ 2,04¢ $ 43¢
Operating expense
Research and developmt 35,417 26,77¢ 32,59( 70,18¢ 30,71t
Selling, general and administrati 22,66 15,88¢ 16,94: 11,73¢ 4,97¢
Cost of sale: 6,78: 5,45¢ 3,13 1,62¢ 164
Total operating expens 64,861 48,12: 52,67( 83,55( 35,857
Loss from operation (11,52¢) (18,007 (46,939 (81,507 (35,42)
Other income (expense
Interest incom 2,43t 4,95¢ 10,02: 10,69:¢ 1,92¢
Interest expens (112 (117 (173 (120 (58)
Equity loss in affiliate (959 (209 (257) — —
Write-down of investmen — (2,899 — (4,790 —
Loss on marketable investme! — (7,429 — — —
Other, ne 187 45 60 10¢ 50
Total other income (expense), | 1,55% (5,64%) 9,651 5,892 1,915
Net loss before income ti (9,969 (23,65) (37,289 (75,609 (33,509
Income tax — — — — 3
Net loss $ (9,969 $(23,657) $(37,289) $(75,609 $(33,507)
I I I I |
Net loss per common she— basic and
diluted (1) $ (0.49) $ (1.19 $ (1.89 $ (3.99 $ (2.5)
I I I I L]
Weighted average number of common shares
outstandin¢— basic and dilute 21,13t 20,64« 20,28¢ 19,231 13,37¢
I I I I |

As of December 31

2003 2002 2001 2000 1999

Consolidated Balance Sheet Dat¢
Cash, cash equivalents and marketable

investments $ 117,33 $ 132,65! $172,29¢ $ 215,41 $ 51,59¢
Total asset 179,50: 184,56t 212,12: 250,64! 59,94:
Notes and leases payable 79¢ 1,87¢ 1,93¢ 1,907 1,841
Accumulated defici (195,79() (185,82) (162,17() (124,88) (49,279
Total stockholder equity 167,76! 171,65t 196,39¢ 234,73t 53,56¢

(1) See Note 2 of Notes to Consolidated Financial Statements for a description of the computation of basic and diluted net los
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(2) Includes current portion of notes and leases pay
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ltem 7. Managemen's Discussion and Analysis of Financial Condition and Results of Operati

The following discussion should be read in conjunction with the consolidated financial statements and related notes appearing else
this annual report. The following discussion contains forvaoting statements made pursuant to the safe harbor provisions of Sectior
the Securities Exchange Act and the Private Securities Litigation Reform Act of 1995 concerning, among other things, the pricing of
Remodulin, the rate of patient consumption of Remodulin, the impacts of price changes and changes in patient consumption of Remod
future revenues, the funding of operations from future revenues, the expectation of continued losses, expectations concerning milestor
royalty payments in 2004, the use of net operating loss carryforwards and business tax credit carryforwards, the completion of in-proce
research and development products, the outcome and timing of new and continuing regulatory approvals, the expected levels and timir
Remodulin sales, the adequacy of United Therapeutics’ resources to fund operations through 2006, the timing and level of spending to
construct a laboratory production facility, the potential impacts of new accounting standards, as well as statements preceded by, follow
that include the words “believes”, “expects”, “anticipates”, “intends”, “estimates”, “raagimilar expressions. These statements are bas
the beliefs and expectations of United Therapeutics as to future outcomes and are subject to risks and uncertainties that could cause L
Therapeutics’ results to differ materially from anticipated results. Factors that could cause or contribute to such differences include thos
discussed below and elsewhere in this Annual Report, particularly in “Risk Factors.” United Therapeutics undertakes no obligation to pi
update forward-looking statements, whether as a result of new information, future events or otherwise.

Overview

United Therapeutics is a biotechnology company focused on the development and commercialization of unique therapeutic prot
chronic and life-threatening cardiovascular, infectious and oncological diseases. United Therapeutics commenced operations in June 1
since its inception, has devoted substantially all of its resources to acquisitions and research and development programs.

United Therapeutics Products and Servic

United Therapeutics’ lead product is Remodulin. On May 21, 2002, the United States Food and Drug Administration (FDA) approve
Remodulin (treprostinil sodium) Injection for the treatment of pulmonary arterial hypertension in patients with NYHA class I[I-1V sympton
diminish symptoms associated with exercise. Pulmonary arterial hypertension is a life-threatening condition characterized by elevated |
pressures between the heart and lungs. United Therapeutics agreed with the FDA that it would perform a post-marketing Phase IV clin
study to further assess the clinical benefits of Remodulin. The Phase IV study commenced in late 2002 and the final study report must
submitted to the FDA by December 2005. Continued FDA approval is conditioned on the completion and outcome of the Phase IV stuc
2002, Remodulin was approved for use in Canada and Israel. In December 2003, Switzerland and Australia announced that they w
Remodulin pending final labeling and a commitment to perform a drug interaction study in Switzerland. A marketing authorization appli
for the approval of Remodulin in France is under review.

United Therapeutics has generated pharmaceutical revenues from sales of Remodulin and arginine-enriched nutritional products in
United States and Europe. In addition, United Therapeutics has generated non-pharmaceutical revenues from telemedicine products a
services in the United States primarily designed for patients with cardiac arrhythmias and ischemic heart disease. United Therapeutics
funded its operations from the proceeds of sales of its common stock and from revenues from the sales of its products and services.

Remodulin Marketing and Sale

Remodulin is sold and marketed to patients in the United States by Accredo Therapeutics, Inc., Priority Healthcare Corporation anc
Caremark, Inc. and outside of the United States by international distributors. United Therapeutics sells Remodulin in bulk shipments to
distributors. The timing and extent of United
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Therapeutics’ sales of Remodulin are impacted by the timing and extent of these bulk orders from distributors. Bulk orders placed by
distributors are determined by them, based on their estimates of the amount of drug required for current and newly starting patients, as
an inventory equivalent to approximately thirty to sixty days demand as a contingent supply since discontinuation of therapy can be dat
to patients. Therefore, sales of Remodulin to distributors in any given quarter may not be indicative of patient demand in that quarter. S
Remodulin and Remodulin delivery pumps and supplies are recognized as revenue when delivered to the distributors. As of December
2003, approximately 670 patients were receiving Remodulin therapy worldwide, of whom approximately 555 (approximately 575 at
January 31, 2004) were paying for Remodulin (reimbursable patients). Virtually all of the patients who do not yet pay for Remodulin (nc
reimbursable patients) reside in countries where Remodulin has not yet been approved.

Future Prospects

United Therapeutics has incurred net losses each year since inception and has an accumulated deficit of approximately $195.8 mill
December 31, 2003. United Therapeutics expects to continue to incur net losses and cannot provide assurances that, in the future, it w
become profitable. Future profitability will depend on many factors, including the pricing and sales of Remodulin and other currently
commercialized products, as well as the results and costs of research and development projects.

Major Research and Development Projects

The major research and development projects of United Therapeutics are the use of Remodulin to treat cardiovascular diseases,
immunotherapeutic monoclonal antibodies (antibodies that activate a patient’s immune response) to treat a variety of cancers and glyc
antiviral agents (a novel class of small molecules that may be effective as oral therapies) to treat infectious diseases.

Cardiovascular Disease Projects

Remodulin was approved by the FDA in May 2002 for the treatment of pulmonary arterial hypertension in NYHA Class II-1V patient:
diminish symptoms associated with exercise. A condition of FDA approval is that a Phase IV clinical study must be completed with a fir
study report submitted to the FDA by December 2005. The Phase IV study is currently being enrolled. Remodulin was also approved ir
Canada and Israel in October 2002 for similar uses. Regulatory applications and reviews of Remodulin for pulmonary arterial hyperten:
ongoing in other countries. Material net cash inflows from the sales of Remodulin for pulmonary arterial hypertension commenced in M
2002 after FDA approval was received.

Remodulin is also being developed for the treatment of critical limb ischemia (the advanced stage of vascular disease affecting bloc
vessels in the legs). United Therapeutics has completed one Phase Il clinical study and an additional clinical study is underway. United
Therapeutics is also developing Remodulin as an intravenous therapy for pulmonary arterial hypertension. In 2003, United Therapeutic
an investigational new drug application and performed animal toxicology and human bioequivalence studies to support intravenous use
Remodulin. Based on positive results of these studies, in February 2004, United Therapeutics filed a supplemental New Drug Applicati
(sNDA) with the FDA for intravenous use of Remodulin in pulmonary hypertension. The sNDA is under review. Additionally, United
Therapeutics is in very early stages of developing other formulations of Remodulin. United Therapeutics incurred expenses of approxin
$13.5 million, $8.8 million, and $22.5 million during the years ended December 31, 2003, 2002 and 2001, respectively, on Remodulin
development. Approximately $124.6 million from inception to date has been incurred on Remodulin development.

Cancer Disease Projec

United Therapeutics’ monoclonal antibody immunotherapies were licensed in April 2002 from AltaRex Medical Corp. OvaRex® MA
the lead product and is currently being studied in two identical Phase Il clinical trials in advanced ovarian cancer patients. These studie
commenced in January 2003 and are expected to require two to three years to become fully enrolled. United Therapeutics incurred exf
approximately
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$10.0 million and $6.4 million during the years ended December 31, 2003 and 2002, respectively, on OvaRex development. Approximg
$16.4 million from inception to date has been incurred on OvaRex development.

Infectious Disease Projeci

United Therapeutics’ infectious disease program includes drug candidates in the preclinical and clinical stages of testing. The drug:
program are being developed for hepatitis C, hepatitis B and other infectious diseases. The first candidate for hepatitis C, UT-231B, co
acute and chronic Phase | clinical dosing studies to assess safety in healthy volunteers in early 2003. Phase Il clinical studies in patien
infected by hepatitis C were initiated in July 2003 and are expected to become fully enrolled in 2004. United Therapeutics incurred
approximately $7.1 million, $6.9 million, and $5.7 million during the years ended December 31, 2003, 2002 and 2001, respectively, for
infectious disease programs. Approximately $28.4 million from inception to date has been incurred for infectious disease programs.

Project Risks

Due to the inherent uncertainties involved in the drug development, regulatory review and approval processes, the anticipated com
dates, the cost of completing the research and development and the period in which material net cash inflows from these projects are ¢
to commence are not known or estimable. There are many risks and uncertainties associated with completing the development of the |
discussed above, including the following:

« Products may fail in clinical studies;

 Hospitals, physicians and patients may not be willing to participate in clinical studies;

» The drugs may not be safe and effective or may not be perceived as safe and effective;

« Other investigational therapies may be viewed as safer, more effective or more convenient;
« Patients may experience severe side effects during treatment;

« Patients may die during the clinical study because their disease is too advanced or because they experience medical problems th
related to the drug being studie

« Patients may not enroll in the studies at the rate United Therapeutics expects;

« The FDA and foreign regulatory authorities may delay or withhold approvals to commence clinical trials or manufacture drugs;

» The FDA and foreign regulatory authorities may request that additional studies be performed;

« Higher than anticipated costs may be incurred due to the high cost of contractors for drug manufacture, research and clinical trials
« Drug supplies may not be sufficient to treat the patients in the studies; and

* The results of preclinical testing may cause delays in clinical trials.

If these projects are not completed in a timely manner, regulatory approvals would be delayed and United Therapeutics’ operations
liquidity and financial position could suffer. Without regulatory approvals, United Therapeutics could not commercialize and sell these
products and, therefore, potential revenues and profits from these products would be delayed or impossible to achieve.

Financial Position

Cash, cash equivalents and marketable investments at December 31, 2003 were approximately $117.3 million, as compared to
approximately $132.7 million at December 31, 2002. The decrease of approximately $15.4 million is due primarily to cash used by opel
activities of approximately $8.6 million and approximately $7.0 million used to purchase property, plant and equipment.

30

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 35 of 123



Property, plant and equipment at December 31, 2003 was approximately $15.2 million, as compared to $9.1 million at December 3
The increase of approximately $6.1 million was due primarily to the purchases of a building and land adjacent to United Therapeutics’
headquarters, building improvements and equipment.

At December 31, 2003, total liabilities were approximately $11.7 million, as compared to approximately $12.9 million at December :
2002 and consisted primarily of trade payables, accrued expenses and notes payable. The decrease in total liabilities of approximately
$1.2 million was due primarily to paying off both mortgage notes for approximately $1.7 million and a reduction in the due to affiliates o
approximately $2.7 million, offset by increases in accrued expenses, and the addition of a $1.0 million note payable resulting from
of a building and land adjacent to United Therapeutics’ headquarters. This non-interest bearing note payable was paid in January 2004

At December 31, 2003, total stockholders’ equity was approximately $167.8 million, as compared to $171.7 million at December 31
The decrease in stockholders’ equity of approximately $3.9 million was due primarily to the net loss of approximately $10.0 million incu
during the year ended December 31, 2003, offset by proceeds totaling approximately $4.1 million received from the exercise of stock o

Results Of Operations

Years ended December 31, 2003 and 2002

Revenues for the year ended December 31, 2003 were approximately $53.3 million, as compared to approximately $30.1 million fo
year ended December 31, 2002. The increase was due primarily to United Ther 2003 sales of approximately $45.1 million of
Remodulin and approximately $1.7 million of pumps and supplies to distributors in connection with Remodulin, as compared to 2002 s
approximately $21.2 million of Remodulin and approximately $3.7 million of pumps and supplies. In addition, 2003 sales of other produ
and services increased in the aggregate by approximately $1.3 million to approximately $6.5 million.

Remodulin is sold to distributors in the United States at an agreed-upon discount from the published average wholesale price (AWF
international distributors at an agreed-upon transfer price. In 2003, the published AWP of Remodulin was $65.00 per milligram (mg) for
1.0 mg, 2.5 mg and 5.0 mg concentrations and $39.00 per mg for the 10.0 mg concentration. In the first quarter of 2004, the publisl
the 10.0 mg concentration was increased to $65.00 per mg to achieve uniform pricing. Also during the first quarter of 2004, United
Therapeutics informed prescribers of Remodulin that, based on laboratory studies completed in late 2003, vials containing Remodulin |
stable for up to 30 days from their first use. Previously, the period of stability had been established at 14 days. Therefore, patients are ¢
to use Remodulin vials for longer than 14 days and, accordingly, consume fewer vials annually. The 10 mg concentration price increas
discussed above could increase future net sales of Remodulin, while the increase in the period of stability could decrease future net sa
Remodulin.

Research and development expenses consist primarily of salaries and related expenses, costs to acquire pharmaceutical products
product rights for development and amounts paid to contract research organizations, hospitals and laboratories for the provision of sen
materials for drug development and clinical trials. Research and development expenses were approximately $35.4 million for the year e
December 31, 2003, as compared to approximately $26.8 million for the year ended December 31, 2002. The increase of approximatel
$8.6 million was due primarily to increased expenses of approximately $5.1 million for Remodulin related programs and increased expe
approximately $3.5 million for the OvaRex program. Skgor Research and Development Projegt®ve for additional information.

Selling, general and administrative expenses consist primarily of salaries, travel, office expenses, insurance, professional fees,
doubtful accounts receivable, depreciation and amortization. Selling, general and administrative expenses were approximately $22
the year ended December 31, 2003, as compared to approximately $15.9 million for the year ended December 31, 2002. The increase
approximately $6.8 million was due primarily to increased expenses of approximately $4.5 million for salaries,

31

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 36 of 123



travel and related expenses due to expanded selling and marketing efforts, increased expenses of approximately $1.2 million in profes
fees related to regulatory and intellectual property matters, and an increase in other operating expenses, such as rent, telephone, office
and depreciation expense of approximately $850,000.

Cost of sales consists of the cost to manufacture or acquire products that are sold to customers. Cost of service sales consists of tt
and related overhead necessary to provide services to customers. Cost of product sales was approximately 10% of product sales for tt
ended December 31, 2003, as compared to approximately 14% in 2002. The decrease in cost of product sales as a percentage of proc
was due primarily to the commercial launch of Remodulin in May 2002 which has a lower cost of sales than other United Therapeutics
products. Cost of service sales was approximately 49% of service sales for the year ended December 31, 2003, which is consisten
of service sales of approximately 49% for the year ended December 31, 2002.

Interest income for the year ended December 31, 2003 was approximately $2.4 million, as compared to approximately $5.0 million
year ended December 31, 2002. This decrease of approximately $2.6 million was attributable primarily to lower yields in 2003 anc
in the amount of cash available for investing as compared to 2002.

The writedown of investment for the year ended December 31, 2003 was none, as compared to a loss of approximately $2.9 m
year ended December 31, 2002. The investment-down in 2002 represents a loss due to an other-than-temporary decline in value of the
investment in AltaRex Medical Corp. For the six-month period ended September 30, 2002, the quoted market price of AltaRex’s comm
stock was consistently less than United Therapeutics’ cost. This was determined to be an other-than-temporary decline in the value of
AltaRex’s common stock held by United Therapeutics. As a result, the investment in AltaRex was written down to its fair value as deter
by quoted market prices in September 2002. The fair value of this investment as determined by quoted market prices on December 31
and 2003 was equivalent to the amount reported in the consolidated balance sheets.

The loss on marketable investments for the year ended December 31, 2003 was none, as compared to a loss of approximately $7..
for the year ended December 31, 2002. In March 2002, United Therapeutics reported a $538,000 write-down due to an other-than-tem
decline in value of one of its marketable investments. In June 2002, United Therapeutics began reassessing its investment program in
increasingly adverse conditions in the bond markets. As a result, all marketable debt investments were sold in July 2002. A write-down
investments totaling approximately $3.6 million was necessary to adjust the value of United Therapeutics’ marketable investments to tk
value based on quoted market prices at June 30, 2002. In July 2002, United Therapeutics recorded an additional realized loss of appra
$3.3 million as a result of the liquidation of the investment portfolio.

Equity loss in affiliate represents United Therapeutics’ share of Northern Therapeutics, Inc.’s losses. At December 31, 2003, Unitec
Therapeutics owned approximately 68% of Northern Therapeutics. The equity loss in affiliate was approximately $953,000 for the year
December 31, 2003, as compared to approximately $209,000 for the year ended December 31, 2002. The increase was due primarily 1
increased expenditures by Northern Therapeutics related to its autologous (non-viral vector) gene therapy research for pulmonary hype
and increased sales and marketing activities for Remodulin in Canada.

Years ended December 31, 2002 and 2001

Revenues for the year ended December 31, 2002 were approximately $30.1 million, as compared to approximately $5.7 million
ended December 31, 2001. The increase was due primarily to United Therapeutics’ 2002 sales of approximately $21.2 million of Remo
and approximately $3.7 million of pumps and supplies to distributors in connection with Remodulin, as compared to 2001 sales of
approximately $493,000 of Remodulin and approximately $1.1 million of pumps and supplies. In addition, 2002 sales of other products
services increased in the aggregate by approximately $1.1 million to approximately $5.2 million.
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Research and development expenses were approximately $26.8 million for the year ended December 31, 2002, as compared to
approximately $32.6 million for the year ended December 31, 2001. The decrease of approximately $5.8 million was due primarily to a
decrease from 2001 to 2002 in expenses related to patient enrollment in clinical trials of approximately $12.9 million offset by an increa
2002 of approximately $7.8 million related to expenses for United Therapeutics’ infectious disease program and the OvaRex program,
was licensed to United Therapeutics in April 2002. Ma@r Research and Development Projemit®ve for additional information.

Selling, general and administrative expenses were approximately $15.9 million for the year ended December 31, 2002, as compare
approximately $16.9 million for the year ended December 31, 2001. This decrease of approximately $1.0 million was due primarily to
decreased expenses of approximately $1.1 million related to the transfer of certain employees and related expenses from third party cc
manufacturing activities to internal research and development functions, amortization of goodwill of approximately $1.1 million for the y
ended December 31, 2001 with no corresponding amount in 2002 (due to the adoption of SFAS No. 142 on January 1, 2002 which elin
goodwill amortization) and decreased advertising expenses of approximately $1.4 million. These decreases were offset by increases in
expenses related primarily to increased salaries and benefits of approximately $2.1 million.

Cost of product sales was approximately 14% of product sales for the year ended December 31, 2002, as compared to approximat
in 2001. The decrease in cost of product sales as a percentage of product sales was due primarily to the commercial launch of Remod
May 2002. In 2001, product sales consisted largely of Remodulin pumps and supplies which were sold to Remodulin distributors at the
acquisition cost. Cost of service sales was approximately 49% of service sales for the year ended December 31, 2002, as compared to
approximately 55% in 2001. The decrease in the cost of service sales as a percentage of service sales was due primarily to the growth
telemedicine service sales, which generated higher margins than other service sales.

Interest income for the year ended December 31, 2002 was approximately $5.0 million, as compared to approximately $10.0 mi
year ended December 31, 2001. This decrease of approximately $5.0 million was attributable primarily to lower yields in 2002 anc
in the amount of cash available for investing as compared to 2001.

The write-down of investment in 2002 represents a loss due to an other-than-temporary decline in value of the investment in AltaRe
the six-month period ended September 30, 2002, the quoted market price of AltaRex’s common stock was consistently less than Unite
Therapeutics’ cost. This was determined to be an other-than-temporary decline in the value of AltaRex’s common stock held by United
Therapeutics. As a result, the investment in AltaRex was written down to its fair value as determined by quoted market prices in Septer
2002. The write-down totaled approximately $2.9 million. The fair value of this investment as determined by quoted market prices on
December 31, 2002 was equivalent to the amount reported in the consolidated balance sheet.

The loss on marketable investments for the year ended December 31, 2002 was approximately $7.4 million, as compared to none 1
year ended December 31, 2001. In March 2002, United Therapeutics reported a $538,-down due to an other-thaamporary decline |
value of one of its marketable investments. In June 2002, United Therapeutics began reassessing its investment program in light o
adverse conditions in the bond markets. As a result, all marketable debt investments were sold in July 2002. A write-down of investmel
totaling approximately $3.6 million was necessary to adjust the value of United Therapeutics’ marketable investments to their fair value
on quoted market prices at June 30, 2002. In July 2002, United Therapeutics recorded an additional realized loss of approximately $3.:
as a result of the liquidation of the investment portfolio.

In-Process Research & Developme

During 2000, United Therapeutics acquired the assets and assumed certain liabilities of Cooke Pharma, Inc. in a purchase tran:
resulted in a write-off of in-process research and development (IPR&D) related to in-process projects that had not yet reached technolc
feasibility and had no alternative future
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uses. The projects under development at the valuation date involved HeartBar products and were expected to address the coronary an
peripheral arterial disease markets as well as the market of persons that are at risk of developing some form of heart disease. It was at
that research and development related to these projects would be completed by 2002. However, United Therapeutics decided to initiat
of arginine in pulmonary hypertension prior to coronary and peripheral arterial diseases. These studies in pulmonary hypertension com
in 2002 and were expected to be completed in 2003, but were terminated in April 2003 due to lack of enroliment. Additionally, due to re
discussions with regulatory authorities, United Therapeutics decided that HeartBar products will no longer be marketed as medical fooc
which are regulated by the FDA, but instead as nutritional supplements. As a result, studies are no longer necessary to support HeartB
classification as a medical food. In addition, there are a growing number of medical and scientific individuals and organizations investig
the cardiovascular efficacy of L-arginine, the key active ingredient in HeartBar. Consequently, United Therapeutics’ studies in coronary
peripheral arterial diseases are no longer necessary for United Therapeutics’ business plan and will not be performed by United Theraj

Also during 2000, United Therapeutics acquired the assets of Medicomp, Inc. in a purchase transaction that resulted in a write-off ¢
IPR&D related to in-process projects that had not yet reached technological feasibility and had no alternative future uses. At the acquis
date, Medicomp was conducting design, development, engineering and testing activities associated with the completion of a number of
technological innovations for next-generation products. It was anticipated that completion of these projects would occur in 2001. While
of these have been completed, completion of others is now expected to occur in phases during 2004. This delay is not expected to hav
material impact on United Therapeutics.

Liquidity And Capital Resources

Until June 1999, United Therapeutics financed its operations principally through private placements of common stock. On June 17,
United Therapeutics completed its initial public offering. Net proceeds to United Therapeutics from the initial public offering and sale of
over-allotment shares, after deducting underwriting commissions and offering expenses, were approximately $56.4 million. In 2000, Un
Therapeutics issued common stock in two private placements and received aggregate net proceeds of approximately $209.0 million. U
2002, United Therapeutics funded the majority of its operations from such net proceeds of equity. During 2003, United Therapeutic
majority of its operations from revenues, mainly Remodulin related, and this is expected to continue.

United Therapeutics’ working capital at December 31, 2003 was approximately $79.1 million, as compared with approximately
$132.6 million at December 31, 2002. The decrease in working capital was due primarily to the net purchase of approximately $38.7 m
non-current debt securities issued by United States government sponsored agencies and approximately $7.0 million for the purchases
building and land, building improvements and equipment. Current liabilities at December 31, 2003 were approximately $10.6 million, as
compared with approximately $9.3 million at December 31, 2002. United Therapeutics’ debt at December 31, 2003 was approximately
$798,000 as compared with $1.9 million at December 31, 2002 and consisted of equipment leases and one mortgage note secured by
building and property owned by United Therapeutics located at 1100 and 1102 Spring Street in Silver Spring, Maryland. Two mortgage
totaling approximately $1.7 million were paid off in October 2003. The one mortgage note totaling approximately $750,000 remaining a
December 31, 2003 came due and was paid off in January 2004.

Net cash used in operating activities was approximately $8.6 million and $22.3 million for the years ended December 31, 2003 and
respectively. For the years ended December 31, 2003 and 2002, United Therapeutics invested approximately $7.0 million and $3.6 mil
respectively, in cash for property, plant and equipment. For the years ended December 31, 2003 and 2002, United Therapeutics invest
$2.5 million and $500,000, respectively, in Northern Therapeutics, Inc. For the year ended December 31, 2003, United Therapeutics us
approximately $38.1 million of cash to purchase marketable investments, net of sales and maturities. For the year ended December 31
United Therapeutics generated approximately $129.3 million of cash from sales and maturities of marketable investments, net of re
Net cash provided by financing activities for the year ended December 31, 2003 and 2002 were approximately $2.0 1
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$185,000, respectively. The cash provided by financing activities was due primarily from the exercise of stock options, less amounts us
repay notes payable.

United Therapeutics believes that sales of Remodulin to distributors for use by the current base of approximately 555 reimbursable
at December 31, 2003 (575 reimbursable patients at January 31, 2004) in the US and Europe could provide an average annual revenu
United Therapeutics of approximately $55.0 million based on current pricing and dosing levels. United Therapeutics believes that its tof
revenues, together with existing capital resources (comprised primarily of cash, cash equivalents and marketable investments) will be
to fund its operations through 2006. Factors that could cause actual results of operations to differ from these expectations include t

« Continued regulatory approval of Remodulin;

» Expansion of existing regulatory approvals of Remodulin to include intravenously delivered Remodulin;
« Additional regulatory approvals in other countries for Remodulin;

« Retention and growth of reimbursable patients treated with Remodulin;

« Impact of infusion site pain and infusion site reaction and other Remodulin side effects;

« Changes in the current Remodulin pricing and dosing;

» Changes in the length of time that Remodulin vials may be used by patients;

* Reimbursement of Remodulin by public and private payers and the level of reimbursement;

« Impact of other approved and investigational competitive products;

« Impact of medical and scientific opinion on all United Therapeutics’ products;

« Size, scope and outcome of Remodulin post-marketing Phase IV clinical studies;

« Cost, timing and outcomes of regulatory reviews;

« Rate of technological advances;

« Continued performance by current Remodulin distributors;

» Development of manufacturing resources or the establishment, continuation or termination of third-party manufacturing arrangems

» Development of sales and marketing resources or the establishment, continuation or termination of third-party sales and marketin
arrangements
« Establishment, continuation or termination of third-party clinical trial arrangements;

» Defending and enforcing intellectual property rights;

« Future milestone and royalty payments;

« Risks associated with acquisitions, including the ability to integrate acquired businesses;

« Actual expenses incurred in future periods;

« Establishment of additional strategic acquisitions or licensing arrangements; and

« Ability of United Therapeutics to maintain and grow its telemedicine and arginine revenues.

As of December 31, 2003, United Therapeutics had available approximately $124.2 million in net operating loss carryforwards and
approximately $29.3 million in business tax credit carryforwards for federal income tax purposes that expire at various dates throug
portions of these carryforward items that were generated prior to June 1999 are subject to certain limitations. United Therapeutics does
believe that the limitations will cause the net operating loss and general business credit carryforwards to expire unused.
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In October 2003, United Therapeutics agreed to purchase for approximately $2.9 million a lot adjacent to its Silver Spring, Marylan
headquarters to construct laboratory facilities and United Therapeutics expects that this purchase will close in 2004. United Therapeuti
currently expects to spend an estimated $30.0 million over the next three years to construct this facility and it is currently in the plar
United Therapeutics is investigating various financing alternatives for the construction project. United Therapeutics expects to make mi
payments totaling $20,000 pursuant to existing license agreements during 2004. United Therapeutics will make royalty payments on se
Remodulin which exceed annual net sales of $25.0 million and on all arginine products during 2004. Royalties on sales of all products i
will range up to 10.0% of sales of those products.

In December 2000, a subsidiary of United Therapeutics acquired the assets of Medicomp, Inc. and Telemedical Procedures, LLC (i
referred to as Medicomp). Under terms of the acquisition agreement, United Therapeutics is required to issue additional shares to the «
since the average closing price of United Therapeut@msimon stock over the 30 calendar days prior to the third anniversary of the acc
was less than $70.00 per share. It is expected that approximately 600,000 shares of United Therapeutics common stock will be issued
sellers in 2004 in satisfaction of this obligation.

Contractual Obligations

At December 31, 2003, United Therapeutics had contractual obligations coming due approximately as follows (in thousands):

Payment Due In

Less Than 1-3 35 More Than

Total 1 Year Years Years 5 Years
Long-term debt obligation $ 74¢ $ 74¢ $ — $ — $ —
Capital lease obligatior 49 24 25 — —
Operating lease obligatiol 5,67¢ 1,125 2,40z 1,43¢ 714
Purchase obligations(. 2,88( 2,88( — — —

Other long-term liabilities reflected in the

statement of financial position( 1,00(¢ — 1,00 — —
Milestone payments(< 7,84¢ 20 31t 5,49( 2,02(
$18,20: $4,80( $3,74: $6,92¢ $2,73¢
| | | | |

(1) Purchase obligations include approximately $2.9 million related to the purchase in 2004 of a lot adjacent to United Therapeutics
headquarters

(2) Other long-term liabilities include payments that will be made to Northern Therapeutics to fund United Therapeutics’ equity invest
in Northern Therapeutic

(3) United Therapeutics has licensed certain products from other companies under certain license agreements. These agreements g
include milestone payments to be paid in cash by United Therapeutics upon the achievement of certain product development and
commercialization goals set forth in each license agreement. Total milestone payments under these license agreements have bee
estimated based on the estimated timing of these development and commercializatic

Summary of Critical Accounting Policies

Remodulin Revenue Recognitic

Product sales of Remodulin are recognized when delivered to distributors, which are United Therapeutics’ customers for Remodulir
Product sales of Remodulin delivery pumps and related supplies are recognized when delivered to distributors on a gross basis in accc
with EITF issues No. 99-1Reporting Revenue Gross as a Principal versus Net as an Agigletto these products passes upon delivery.
Had the net basis been applied, the amounts of revenues and cost of product sales reported in the consolidated financial
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statements would have been lower, but there would have been no impact on the net losses. Prompt payment discounts and governmel
are estimated and recognized as reductions of revenue in the same period that revenues are recognized. Had these discounts and reb
been reported as reductions of revenue, the amounts reported as revenues and selling expenses would have been higher, but there wi
been no impact on the net losses. Return policies provide that product that has expired or become damaged in shipment may be repla
not returned. Therefore, reserves for returns are not recorded unless product expiration or damage occurs.

Intangible Assets

United Therapeutics adopted the provisions of Statement of Financial Accounting Standards, IB@oti¥dll and Other Intangible
Assety(SFAS No. 142), on January 1, 2002, which eliminated the amortization of goodwill. Rather, goodwill is subject to at least an ann
assessment for impairment by applying a fair-value based test that is performed on October 1 of each year. United Therapeutics contin
evaluates whether events and circumstances have occurred that indicate that the remaining value of goodwill may not be recoverable.
December 31, 2003, management believed that goodwill was not impaired and therefore no impairment losses have been recorded. Tt
conclusion is based on management’s judgment, taking into consideration expectations regarding future profitability and the status of tl
reporting units which have reported goodwill. However, changes in strategy or adverse changes in market conditions could impact this
judgment and require an impairment loss to be recognized for the amount that the carrying value of goodwill exceeds its

Marketable Investment

Currently, United Therapeutics invests portions of its cash in debt securities issued by federally sponsored agencies. Due to United
Therapeutics’ intent and ability to hold these marketable debt investments until their maturities, these investments are reported at their
amortized cost. United Therapeutics believes that it is able to hold these investments to maturity, due to the significant level of cash an
equivalents it has. If United Therapeutics did not have the ability and intent to hold these investments to maturity, it would have reporte
in the consolidated balance sheets at their fair market values. At December 31, 2003, the amortized cost of these debt securities was
approximately $48.8 million and their fair values were approximately $48.3 million.

Stock Options

United Therapeutics applies the principles of APB NoA26punting for Stock Issued to Employéesccounting for its stock options
issued to its employees which generally does not require that options granted to employees be expensed. Had United Therapeutics ap
fair value principles of SFAS No. 128ccounting for Stock-Based Compensatfonjts employee options, its net loss for the years ended
December 31, 2003, 2002 and 2001 would have increased to approximately $22.9 million, $41.7 million and $50.3 million, respectively
compared to approximately $10.0 million, $23.7 million and $37.3 million, respectively. The Financial Accounting Standards Board has
indicated it will likely require that companies expense employee options in the future, but it has not yet finalized the timing or methc
a change.

Investments in Affiliates

The equity method of accounting is used to account for most of United Therapeutics’ investments in affiliates. The equity method of
accounting generally requires United Therapeutics to report its share of the affiliates’ net losses or profits in its financial statements, bu
not require that assets, liabilities, revenues and expenses of the affiliates be consolidated with United Therapeutics’ consolidated finan
statements. The equity method of accounting is being applied generally due to the lack of control over these affiliates and the levels of
ownership held by United Therapeutics. Although United Therapeutics’ investment in Northern Therapeutics exceeds 50%, minority
shareholders possess substantive participating rights that preclude Northern Therapeutics’ financial statements from being consolidate
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Other investments in affiliates are accounted for on the cost method generally due to the lack of significant influence over these affi
and a less than 20% ownership by United Therapeutics. The cost method of accounting does not require that United Therapeutics repc
share of the affiliates’ net losses or profits in its financial statements, nor are affiliates’ assets, liabilities, revenues and expenses conso
with United Therapeutics’ consolidated financial statements.

The investment in AltaRex Medical Corp. is accounted for as an available-for-sale security because its stock is publicly traded. Ava
for-sale securities are reported at their fair values in the balance sheet. Changes in their fair values are reported as other comprehensi
or loss. Declines in values that are considered other-than-temporary are reported as losses in the statement of operations. For the yea
December 31, 2003, the investment in AltaRex was increased by approximately $1.7 million to reflect its fair value at December 31, 20
based on quoted market prices. This increase was reported as other comprehensive income.

Options Issued in Exchange for Licens

In June 2000, in connection with the license from Toray Industries for the sustained release formulation of beraprost (an oral prosta
analog), United Therapeutics agreed to grant options to purchase 500,000 shares of common stock to Toray upon Toray’'s adequate
documentation of sustained release beraprost in humans and its transfer of clinical trial material for use in clinical trials in the United St
These options will not be priced until Toray has met this milestone. If and when the milestone is met, the options would be granted at tt
market value of United Therapeutics’ common stock at that time. Before Toray can produce the clinical trial material, it will need to com
formulation, preclinical testing and early clinical studies. Due to the uncertainties in drug development, it is not yet known if Toray will
provide the appropriate clinical trial material. Therefore, in accordance with EITF Issue No.Af:d@nting for Equity Instruments that are
Issued to Other than Employethese options are measured at their lowest aggregate fair value at each interim reporting date, which am:
has been zero. As a result, no expense related to these options has been recorded in the consolidated financial statements.

Recent Accounting Pronouncements

Disposal Activities

In June 2002, the Financial Accounting Standards Board issued SFAS Nacdeifiting for Costs Associated with Exit or Disposal
Activities(SFAS 146). SFAS 146 addresses the financial accounting and reporting for costs associated with exit or disposal activities ar
effective for exit or disposal activities initiated after December 31, 2002. SFAS No. 146 was adopted effective January 1, 2003, and did
have a significant impact on United Therapeutics’ financial statements.

Variable Interest Entities

In January 2003, the Financial Accounting Standards Board (FASB) issued Interpretation No. 46 (FIN 46), Consolidation of Variabls
Interest Entities. FIN 46 requires that if an entity has a controlling financial interest in a variable interest entity, the assets, liabilities and
results of activities of the variable interest entity should be included in the consolidated financial statements of the controlling entity. FIN
requires that its provisions are effective immediately for all arrangements entered into after January 31, 2003. For any arrangements el
into prior to January 31, 2003, the provisions of FIN 46 are required to be adopted at the beginning of the first interim or annual period
beginning after December 15, 2003. The adoption of FIN 46 on December 15, 2003, did not have a significant impact on United Theray
consolidated financial statements.

Derivative Instruments and Hedging Activitie

In April 2003, the FASB issued SFAS No. 1Afhendment of Statement 133 on Derivative Instruments and Hedging ActiSH&S
No. 149 amends and clarifies certain provisions of SFAS No.Accounting for Derivative Instruments and Hedging Activities for contracts
entered into after June 30, 2003. The adoption
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of SFAS No. 149 on June 30, 2003 did not have an impact on United Therapeutics’ consolidated financial statements.

Financial Instruments

In May 2003, the FASB issued SFAS No. 1&€;ounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity. SFAS No. 150 establishes standards for the classification and measurement of certain financial instruments with characteristics
liabilities and equity. SFAS No. 150 was adopted effective September 15, 2003 and did not have an impact on United Therapeutics’
consolidated financial statements.

Guarantees

In November 2002, the FASB issued Interpretation NoGd&rantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Ot(FIN 45). FIN 45 elaborates on the disclosures to be made by a guarantor in its
and annual financial statements about its obligations under certain guarantees that it has issued. It also clarifies that a guarantor is req
recognize, at the inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the guarantee. The initial
recognition and initial measurement provisions of FIN 45 are applicable on a prospective basis to guarantees issued or modified after
December 31, 2002. The disclosure requirements of FIN 45 are effective for financial statements of interim or annual periods ending af
December 15, 2002. Adoption of FIN 45 did not have a significant effect on United Therapeutics’ consolidated financial statements.

ltem 7A.  Quantitative and Qualitative Disclosures About Market Ri

At December 31, 2003, a substantial portion of United Therapeagsests were comprised of debt securities issued by federally spc
agencies. The market value of these investments fluctuates with changes in current market interest rates. In general, as rates increase
market value of a debt instrument would be expected to decrease. The opposite is also true. To minimize such market risk, United The
holds such instruments to maturity at which time these instruments would be redeemed at their stated or face value. At December 31, :
United Therapeutics had approximately $48.8 million in debt securities issued by federally sponsored agencies with a weighted averag
interest rate of approximately 3.1% maturing through December 2010 and callable annually. The fair market value of this portfolio at
December 31, 2003 was approximately $48.3 million. Included in this total are two Federal Home Loan Mortgage Corporation (“Freddie
Mac”) notes in the amounts of $10.0 million and $20.0 million at December 31, 2003. The Freddie Mac notes are callable annually, ma
2009 and bear stated interest rates of 3% and 3.25% respectively, which automatically increase by 50 basis points each year.
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors
United Therapeutics Corporation:

We have audited the accompanying consolidated balance sheet of United Therapeutics Corporation as of December 31, 2003, and
related consolidated statements of operations, stockholders’ equity, and cash flows for the year then ended. Our audit also included the
financial statement schedules listed in the Index at Item 15 (a)(2). These consolidated financial statements and schedule are the re
the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements and schedule base
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those standards requir
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstate
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also ir
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial st
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position o
United Therapeutics Corporation at December 31, 2003, and the consolidated results of its operations and its cash flows for the year el
December 31, 2003, in conformity with accounting principles generally accepted in the United States. Also, in our opinion, the relat
statement schedules taken as a whole, present fairly in all material respects the information set forth therein.

ERNST & YOUNG LLP

McLean, Virginia
February 20, 2004
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors
United Therapeutics Corporation:

We have audited the accompanying consolidated balance sheet of United Therapeutics Corporation and subsidiaries (the Compan
December 31, 2002, and the related consolidated statements of operations, stockholders’ equity, and cash flows for each of the years |
year period ended December 31, 2002. These consolidated financial statements are the responsibility of th's management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those star
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of mat
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated finan
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well &
evaluating the overall consolidated financial statement presentation. We believe that our audits provide a reasonable basis for our opin

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position ©
United Therapeutics Corporation and subsidiaries as of December 31, 2002, and the results of their operations and their cash flows for
the years in the two-year period ended December 31, 2002, in conformity with accounting principles generally accepted in the United S
America.

As discussed in note 15 to the consolidated financial statements, effective January 1, 2002, the Company adopted the provisions o
No. 142 “Goodwill and Other Intangible Assets”

KPMG LLP

McLean, Virginia
February 28, 2003
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UNITED THERAPEUTICS CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

December 31,

2003 2002
ASSETS
Current asset:
Cash and cash equivalents $ 68,56: $122,65!
Accounts receivable, net of allowance of $119 for 2003 and $268 for 2002 10,15! 9,64¢
Interest receivable 461 10
Prepaid expenst 1,87¢ 1,23¢
Inventories 8,11¢ 7,16¢
Due from affiliate 81 —
Other current asse 47€ 1,14¢
Total current assets 89,721 141,85
Marketable investments 48,77 10,00(
Certificate of deposit — 641
Goodwill, net 7,46¢ 7,46%
Other intangible assets, r 6,44¢ 7,001
Property, plant, and equipment, net 15,22¢ 9,12(
Investments in affiliates 7,221 6,38¢
Note receivable from affiliate 433 43¢
Note receivable from employee and other as 4,21¢ 1,661
Total assets $ 179,50: $ 184,56t
— —
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payabl $ 4,32¢ $ 2,98¢
Accounts payable to affiliates 2 —
Accrued expenses 5,45¢ 4,451
Due to affiliates 1 1,70¢
Current portion of notes and leases pay: 773 111
Other current liabilities 59 51
Total current liabilities 10,61¢ 9,307
Notes and leases payable, excluding current pa 25 1,761
Due to affiliates 94¢€ 1,81:
Other liabilities 14¢ 21
Total liabilities 11,737 12,90¢
Commitments and contingencies
Stockholders’ equity:
Preferred stock, par value $.01, 10,000,000 shares authorized, no shares issued — —
Series A junior participating preferred stock, par value $.01, 100,000 authorized, no share — —
Common stock, par value $.01, 100,000,000 shares authorized, 21,836,342 and 21,449,470 shares issued at December 31, 2003
and 2002, respectively, and 21,309,742 and 20,922,870 outstanding at December 31, 2003 and 2002, respectively 21¢ 21¢F
Additional paic-in capital 368,53° 364,13(
Accumulated other comprehensive inca 1,67¢ 8
Treasury stock at cost, 526,600 shares (6,879 (6,879
Accumulated deficit (195,790 (185,82)
Total stockholders’ equity 167,76 171,65¢
Total liabilities and stockholders’ equity $ 179,50: $ 184,56t
— —

See accompanying notes to consolidated financial statements.

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 48 of 123



F-4

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 49 of 123



UNITED THERAPEUTICS CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share data)

Revenues
Net product sale
Service sale
Service sales to affiliate
Grant revenu

Total revenue

Operating expense
Research and developm
Selling, general and administrati
Cost of product sale
Cost of service sale

Total operating expens

Loss from operation

Other income (expense
Interest incom
Interest expens
Equity loss in affiliate
Other, ne
Write-down of investmen
Loss on marketable investmel

Total other income (expens

Loss before income te

Income tax

Net loss

Net loss per common she— basic and dilute

For Years Ended December 31,

Weighted average number of common shares outstanding — basic

and dilutec

See accompanying notes to consolidated financial statements.
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2003 2002 2001
$ 49,71 $ 26,67 $  2,56¢
3,62¢ 3,44¢ 2,52¢
— — 541
— — 96
53,34 30,12 5,731
35,41 26,77¢ 32,59(
22,66 15,88¢ 16,94:
4,99¢ 3,757 1,45¢
1,78¢ 1,69¢ 1,67¢
64,86 48,12: 52,67
(11,526 (18,009) (46,939
2,43t 4,95¢ 10,02:
(112) (117) (179
(95%) (20¢) (257)
187 45 60
— (2,899) —
— (7,429) —
1,557 (5,64%) 9,651
(9,969) (23,65.) (37,28
$ (9,969 $ (23,65) $ (37,289
| | |
$  (0.47) $ (115 $ (189
| | |
21,134,60 20,644,30 20,285,73
| | |
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Balance, December 31, 20

Stock issued in exchange for
services

UNITED THERAPEUTICS CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands, except share data)

Accumulated

Options issued in exchange for

services
Exercise of stock optior
Purchases of treasury stc
Net loss

Balance, December 31, 20

Options issued in exchange for

services
Exercise of stock optior

Settlement of escrow items with

sellers of Cooke Pharn

Foreign currency translation
adjustment:

Net loss

Balance, December 31, 20

Options issued in exchange for

services
Exercise of stock optior

Foreign currency translation
adjustment:

Unrealized gain on available-for-

sale securitie
Net loss

Balance, December 31, 20

Common Stock Additional Other
Paid-in Comprehensive  Treasury Accumulated
Shares  Amount Capital Income Stock Deficit Total

20,740,08  $207 $363,48! $ — $(4,072) $(124,887) $234,73¢
9,86¢ 1 75C — — — 751
— — 99t — — — 99t
1,86¢ — 5 — — — 5
— — — — (2,802) — (2,802)
— — — — — (37,28%) (37,289
20,751,82 20¢ 365,23! — (6,879 (162,17() 196,39¢
— — 322 — — — 32¢
28,64¢ — 244 — — — 244
669,00: 7 (1,672) — — — (1,665
— — — 8 — — 8
— — — — — (23,65)) (23,65))
21,449,47 21t 364,13( 8 (6,879 (185,82) 171,65¢
— — 32t — — — 32t
386,87 3 4,08: — — — 4,08t
— — — 13 — — 13
— — — 1,65: — — 1,65:
— — — — — (9,969) (9,969
21,836,34  $21¢ $368,53 $1,67¢ $(6,879) $(195,79() $167,76!
| | | | | | |

See accompanying notes to consolidated financial statements.
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UNITED THERAPEUTICS CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash used in operating
activities:
Depreciation and amortizatic
Loss on disposals of equipme
Provision for bad det
Stock and options issued in exchange for sen
Write-down of investmer
Write-down of inventory
Write-down of intangible:
Amortization of premiums and discounts on marketable investr
Loss on sales of marketable investme
Equity loss in affiliate
Changes in operating assets and liabilit
Accounts receivabl
Interest receivabl
Inventories
Prepaid expenst¢
Other current asse
Other noncurrent asse
Due from affiliate
Accounts payabl
Accrued expense
Due to affiliate
Other liabilities

Net cash used in operating activit

Cash flows from investing activitie
Purchases of property, plant and equipn
Proceeds from disposals of property, plant and equip
Investment in Northern Therapeutics, |
Investment in AltaRex Medical Cor
Acquisition of patent right
Purchases of marketable investments and certificates of d
Sales and maturities of marketable investm

Net cash provided by (used in) investing activi

Cash flows from financing activitie
Purchases of common sta
Proceeds from exercise of stock optir
Payments of principal on notes paya
Principal payments under capital lease obligat

Net cash provided by (used in) financing activi

Years Ended December 31,

2003 2002 2001
$ (9,969 $(23,65) $ (37,289
2,36: 2,022 2,821
10¢ — 27
425 68 28C
32t 327 99¢

— 2,89: —

32t 477 284

— — 221

(38) 1,11¢ 694

— 7,42¢ —

952 20¢ 257
(927) (8,267) (197)
(451) 2,76: (2,779
(1,202) (1,867) (4,036)
(639) (318 161
66¢ (1,029 (595)
(2,556) (1,50€) (38)
(81) (439) —
1,33¢ (3,361) 1,82¢
1,007 997 (1,069
(206) (112) (361)
©) (13) (110
(8562  (22,25¢ (38,899
(7,004) (3,581) (687)
33€ 1 40
(2,500) (500) —
— (4,919 —
(300) — —
(44,71) (11219 (152,520
6,641 140,56 18,38¢
(47,539  120,35!  (134,78)
— — (2,802)
4,08t 24 6
(1,982 (22) 17
(96) (39) (69)
2,007 18¢ (2,882)
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Net increase (decrease) in cash and cash equiv (54,099 98,28: (176,56

Cash and cash equivalents, beginning of- 122,65! 24,37: 200,93t
Cash and cash equivalents, end of \ $ 68,56: $122,65! $ 24,37:
| | |
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UNITED THERAPEUTICS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Years Ended December 31,

2003 2002 2001
Supplemental schedule of noncash investing and financing acti
Notes payable issued for building and I $974 $ — $ —
Equipment acquired under a capital le $ — $ — $117
Supplemental cash flow informati— cash paid for intere: $ 87 $12¢ $15¢

See accompanying notes to consolidated financial statements.
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UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Organization and Business Description

United Therapeutics Corporation (United Therapeutics) is a biotechnology company focused on the development and commercializ
unique therapeutic products to treat patients with chronic and life-threatening cardiovascular, infectious and oncological diseases. Unit
Therapeutics was incorporated on June 26, 1996 under the laws of the State of Delaware and has the following wholly owned subsidia
Lung R, Inc., Unither Pharmaceuticals, Inc. (UPI), Unither Telemedicine Services Corp. (UTSC), Unither.com, Inc., United Therapeuti
Europe, Ltd., Unither Pharma, Inc., Medicomp, Inc., Unither Nutriceuticals, Inc. and Lung Rx, Ltd.

United Therapeutics’ lead product is Remodulin®. On May 21, 2002, the United States Food and Drug Administration (FDA) appro
Remodulin (treprostinil sodium) Injection for the treatment of pulmonary arterial hypertension in patients with NYHA class II-1V sympton
diminish symptoms associated with exercise. United Therapeutics agreed with the FDA that it would perform a post-marketing Phase I
clinical study to further assess the clinical benefits of Remodulin. The Phase IV study commenced in late 2002 and the final study repo
be submitted to the FDA by December 2005. Continued FDA approval is conditioned on the completion and outcome of the Phase IV s
International applications for the approval of Remodulin are pending. United Therapeutics has generated pharmaceutical revenues
Remodulin and arginine products in the United States and Europe. In addition, United Therapeutics has genpletedatautical revenu
from telemedicine products and services in the United States.

2. Summary of Significant Accounting Policies

Principles of Consolidatior

The consolidated financial statements include the financial statements of United Therapeutics Corporation and its wholly owned
subsidiaries. All significant intercompany balances and transactions are eliminated in consolidation.

Cash Equivalents

Cash equivalents consist of highly liquid investments with original maturities of three months or less. Cash equivalents consist of m
market funds, commercial paper, and certificates of deposit and amount to approximately $68.6 million and $122.7 million at Decembel
2003 and 2002, respectively.

Inventories

United Therapeutics manufactures certain compounds and purchases medical supplies for use in its product sales and ongoing
United Therapeutics purchases cardiac monitoring equipment. United Therapeutics contracts with a third party manufacturer to make tl
HeartBar®and related products. These inventories are accounted for under the first-in, first-out method and are carried at the lower of «

F-9
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UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

market. At December 31, 2003 and 2002, inventories consisted of the following net of reserves of approximately $321,000 and $421,0(
December 31, 2003 and 2002, respectively (in thousands):

December 31,

2003 2002

Remodulin:
Raw material $ 172  $ 21¢
Work in progres: 4,971 2,92¢
Finished good 921 1,161
Remodulin delivery pumps and medical supp 1,54¢ 2,20¢
Cardiac monitoring equipment compone 211 36¢
HeartBar and related product lin 297 28¢€
Total inventories $8,11€  $7,16¢
| |

Property, Plant and Equipmer

Property, plant and equipment are stated at cost. Depreciation is computed using the straight-line method over the estimated usefu
the assets. Estimated useful lives of the assets are as follows:

Buildings 39 years

Building improvement: 15-39 years

Furniture,equipment and vehic 3-15 years

Holter and event cardiac monitoring syste 5 years

Leasehold improvemen Life of the lease or asset, whichever is shc

Property, plant and equipment consisted of the following (in thousands):

December 31

2003 2002
Land $ 1,37¢ $ 647
Buildings, building improvements and leasehold improvem 8,79( 4,54¢
Holter and event cardiac monitoring syste 2,83¢ 2,35¢
Furniture, equipment and vehic 6,00 4,06t

19,00¢ 11,61:

Less— accumulated depreciatic (3,780 (2,492
Property, plant and equipment, | $15,22¢ $ 9,12(
| |

Research and Development

Research and product development costs are expensed as incurred. Research and development expenses consist primarily of salé
related expenses, costs to acquire pharmaceutical products and product rights for development and amounts paid to contract research
organizations, hospitals and laboratories for the provision of services and materials for drug development and clinical trials. Acquired in
process research and development is expensed if technological feasibility has not been demonstrated and there is no alternative use f
process technology.
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UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Costs incurred in obtaining the license rights to technology in the research and development stage and that have no alternative futt
are expensed as incurred and in accordance with the specific contractual terms of the applicable license agreements.

In 2001, United Therapeutics had agreements with third parties in which United Therapeutics conducted synthesis and manufacturi
complex compounds for these third parties. These synthesis and manufacturing agreements required United Therapeutics to perform c
research and development activities related to developing synthesis and manufacturing methods. These agreements with third parties
were short in duration (average of approximately five months) and required the customer to pay a fixed price which was usually paid ov
period of the agreement. Any know-how or intellectual property created as a result of these agreements was owned by the customers.
Therapeutics was not entitled to receive any royalty payments under these agreements. In the case of early termination, the customer:
generally be required to pay United Therapeutics an amount equal to cover costs incurred under these agreements. Service reveni
agreements totaled approximately $801,000 for the year ended December 31, 2001. Costs incurred under these agreements totaled
approximately $458,000 for the year ended December 31, 2001. There were no revenues or costs associated with these agreements ir
2003.

Income Taxes

Income taxes are accounted for in accordance with SFAS NoAdd@8ynting for Income Taxe&nder the asset and liability method of
SFAS No. 109, deferred tax assets and liabilities are determined based on the differences between the financial reporting and the tax t
assets and liabilities and are measured using the tax rates and laws that are expected to apply to taxable income in the years in which
temporary differences are expected to be recovered or settled.

Marketable Investment

United Therapeutics’ marketable investments are considered held-to-maturity securities. Held-to-maturity securities are those secul
which United Therapeutics has the ability and intent to hold until maturity and are recorded at amortized cost, adjusted for the amortiza
accretion of premiums or discounts. Premiums and discounts are amortized or accreted over the life of the related held-to-maturity sec
an adjustment to yield using the effective interest method. Declines in market values below amortized cost that are considered other-th
temporary are reported in the statement of operations as losses.

Goodwill and Other Intangible Asse

Goodwill represents the excess of purchase price and related costs over the value assigned to the net tangible and intangible asse
business acquired. Goodwill resulting from the purchase of SynQuest, Inc. was amortized using the straight-line method over five year:
Goodwill resulting from the purchase of Medicomp was amortized using the straight-line method over twenty years. United Therapeutic
ceased amortizing goodwill upon the adoption of SFAS No. Géadwill and Other Intangible Assets; January 1, 2002. Other intangible
assets resulting from these purchases relate to covenants not to compete, employment agreements, technology, patents, and trade na
were determined on the basis of independent valuations. The other intangibles are being amortized over three to eighteen years, consi
the terms of the underlying agreements.

Goodwill is tested for impairment on October 1st of each year. Intangible assets subject to amortization are reviewed for impairmer
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. The measuremer
possible impairment is based primarily on the ability to recover the balance of the goodwill and other intangible assets from expected fi
operating cash flows on an undiscounted basis. Impairment losses are recognized when expected future cash flows are estimated to b
the asset’s carrying value. In management’s opinion, no impairment exists at December 31, 2003.
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UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Goodwill and other intangible assets were comprised as follows (in thousands):

As of December 31, 200 As of December 31, 200
Accumulated Accumulated

Gross Amortization Net Gross Amortization Net
Goodwiill $9,07: $(1,607) $7,46¢ $9,07: $(1,607) $7,46¢
| | | | | |

Intangible asset:
Noncompete agreemer $ 27:¢ $ (279 $ — $ 27:¢ $ (279 $ —
Trademarks 2,80: (73¢) 2,06¢ 2,80: (492) 2,31(C
Technology and paten 6,16¢ (1,782 4,38z 5,86¢ (2,179 4,691
Total intangible asse $9,23¢ $(2,797) $6,44¢  $8,93¢ $(1,93¢) $7,001
| | | | | |

Total amortization expense for the years ended December 31, 2003, 2002 and 2001 was approximately $855,000, $899,000, and
$2.0 million, respectively. As of December 31, 2003, the aggregate amortization expense related to these intangible assets for each of
succeeding years is estimated as follows (in thousands):

Year ending
December 31,

2004 $479,00(
2005 479,00(
2006 479,00(
2007 432,00(
2008 432,00(

Investments in Affiliates

The investments in affiliates represent United Therapeutics’ investments in Northern Therapeutics, Inc. and AltaRex Medical Corp.
(formerly AltaRex Corp.). The investment in Northern Therapeutics is being accounted for on the equity method of accounting which re
United Therapeutics to report its share of the affiliates’ net losses or profits in its financial statements, but does not require that assets,
liabilities, revenues and expenses of the affiliates be consolidated with United Therapeutics’ consolidated financial statements. United
Therapeutics owns approximately 68 percent of Northern Therapeutics, but only has 49.9 percent of the voting shares. The equity mett
used because the minority shareholders of Northern Therapeutics possess substantive participating rights as defined by EITF Issue Nc
Investors Accounting for an Investee when the Investor Has a Majority of the Voting Interest but the Minority Shareholders or Sh
Have Certain Approval or Veto Rigt.

The investment in AltaRex is being accounted for as an available-for-sale security as AltaRex is a publicly traded company. Availak
sale securities are reported at their fair values in the balance sheet. Changes in their fair values are reported as other comprehensive i
loss. Declines in values that are considered other-than-temporary are reported as losses in the statement of operations. United Therap
owns approximately 17.6 percent of AltaRex.

During 2002, the quoted market price of AltaRex’s common stock was consistently less than cost. This was determined to be an ot
temporary decline in value. As a result, the investment in AltaRex was written down to its fair value of approximately $2.0 million as
determined by quoted market prices at September 30, 2002. The write-down totaled approximately $2.9 million. At December 31, 2003
2002, the investment in AltaRex common stock was reported at its fair market value of approximately $3.7 and $2.0 million, respectivel
is classified with investments in affiliates.
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UNITED THERAPEUTICS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, accounts receivables, accounts payable, and accrued expenses, approximate
due to their short maturities. The carrying value of marketable investments approximated its fair value. The fair values of notes and lea
payable approximate their carrying values based on notes that are currently available to United Therapeutics for obligations with simila
and maturities.

Loss per Common Shatr

Basic loss per common share is computed by dividing net loss by the weighted average number of shares of common stock outsta
during the respective periods. Options and warrants that could potentially dilute earnings per share in the future were not included in th
computation of diluted loss per share because to do so would have been antidilutive for the periods presented. As of December 31, 20
options and warrants totaled approximately 998,000 shares. Accordingly, diluted loss per common share is the same as basic loss per
share.

Use of Estimate:

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities &
of the financial statements. Estimates also affect the reported amounts of revenue and expenses during the reporting period. Actue
differ from those estimates.

Stock Option Plar

United Therapeutics accounts for its stock-based compensation under the intrinsic value method in accordance with the provisions
No. 25,Accounting for Stock Issued to Employess] has provided the pro forma disclosures of net loss and net loss per share in accorde
with SFAS No. 123Accounting for Stock-Based Compensatiming the fair value method. Under APB No. 25, compensation expense for
stock options granted to employees is based on the difference, if any, on the date of the grant between the fair value of United Therape
stock and the exercise price of the option and is recognized ratably over the vesting period of the option. United Therapeutics accounts
equity instruments issued to consultants in accordance with SFAS No. 123 and Emerging Issues Task Force IssueAslco @ith§,for
Equity Instruments that are Issued to Other than Employees for Acquiring, or in Conjunction with Selling Goods or.

In accordance with SFAS No. 14&;counting for Stock-Based Compensation — Transition and Discldkareffect on net loss and net
loss per share if United Therapeutics had applied the fair value
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UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

recognition provisions of SFAS No. 123 to stock-based employee compensation is as follows (in thousands, except per share amounts

Years ended December 3:

2003 2002 2001
Net loss, as reporte $ (9,969 $(23,657) $(37,28¢)
Less total stock-based employee compensation expense determined
under fair value based method for all awe (12,969 (18,08 (13,027
Pro forma net los $(22,937) $(41,737) $(50,31()
L] I I
Basic and diluted loss per common sh.
As reportec $ (0.47) $ (1.1%) $ (1.8
L] I I
Pro forma $ (1.09 $ (2.09) $ (2.49
| I I

The effect of applying SFAS No. 123 on 2003, 2002 and 2001 pro forma net loss and net loss per share as stated above, is not nec
representative of the effects on reported net loss for future years due to, among other things, the vesting period of the stock options an
value of additional stock options that may be granted in future years.

Revenue:
Revenues are recognized in the financial statements only when considered realizable and earned.

Product sales of Remodulin are recognized when delivered to distributors, which are United Therapeutics’ customers for Remodulir
Product sales of Remodulin delivery pumps and related supplies are recognized when delivered to distributors on a gross basis in accc
with EITF Issue No. 99-1Reporting Revenue Gross as a Principal versus Net as an Agilietto these products passes upon delivery.
Prompt payment discounts and government rebates are estimated and recognized as reductions of revenue in the same period that re\
recognized. Return policies provide that product that has expired or become damaged in shipment may be replaced, but not returned.

Service sales from monitoring analysis services are recognized when the services are performed.
Product sales of Holter and event monitoring systems are recognized when delivered to customers and installed.

Product sales from the HeartBar and related product lines are recognized when delivered to customers. If the products are consign
are recognized in the period that the consignee has sold the product. Product sales are recorded net of allowances for estimated returr
rebates.

Service sales from the synthesis and manufacture of complex compounds by the United Therapeutics’ manufacturing division were
generally made under fixed price agreements. United Therapeutics recognizes revenue based on the percentage-of-completion metho
in excess of amounts recognized as revenues are reported as deferred revenues. Losses on these contracts, if any, are recognize«
are anticipated. No such revenues were earned in 2003 and 2002.

Grant revenues are recognized on the percentage-of-completion basis. No such revenues were earned in 2003 and 2002.
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Trade Receivable

Trade receivables that are deemed collectible and will be held until payment is received are reported in the consolidated balance st
the outstanding amounts less an allowance for doubtful accounts. United Therapeutics writes off uncollectible receivables when the like
of collection is remote.

Treasury Stock

Treasury stock is reported at cost, including commissions and fees.

Concentrations of Suppliers, Products and Customers

United Therapeutics currently relies on a single supplier to test the purity of each batch of Remodulin and other products, and on a
supplier for the delivery device to administer Remodulin to patients. Additionally, Remodulin is formulated, packaged and warehoused
single formulator. United Therapeutics also relies on a single supplier to produce clinical trial supplies for OvaRex®. Although there are
limited number of companies that could replace each of these suppliers, management believes that other suppliers could provide simil
services and materials. A change in suppliers, however, could cause a delay in distribution of Remodulin and in the conduct of clinical 1
and commercial launch for products in development, which would adversely affect United Therapeutics’ research and development effc
future sales efforts.

During 2003, Remodulin drug sales accounted for approximately 85% of total revenues. The majority of these Remodulin drug sale
made to United States distributors. In the United States, United Therapeutics has contracted with two distributors who purchase and m
Remodulin. There are several other qualified distributors that could market Remodulin, if an existing distributor ceased to market Remc

United Therapeutics relies solely on one manufacturer to manufacture its cardiac monitoring devices. Although there are a limited r
of companies that could replace this supplier, management believes that other suppliers could provide similar services and materials. £
in supplier, however, could cause a delay in the manufacture and distribution of cardiac monitoring devices which would adversely affe
United Therapeutics’ sales efforts.

In 2003, 2002 and 2001, approximately 92 percent, 93 percent and 87 percent of United Therapeutics’ revenues were earned from
customers located in the United States. In 2003 and 2002, approximately $39.7 million and $22.6 million in pharmaceutical segment re
were derived from two distributors in the United States, respectively.

United Therapeutics sells its lead product Remodulin to specialty pharmacy distributors. If these agreements expire or are termi
certain conditions, United Therapeutics may have to repurchase unsold Remodulin inventory held by the distributors. In 2004, United
Therapeutics terminated one of its three distributor agreements in the United States. United Therapeutics does not believe that it will be
required to repurchase any Remodulin inventory from this terminated distributor.

Employee Health Insuranci

On July 1, 2003, United Therapeutics became self-insured for health insurance claims up to $60,000 annually per individual and ar
aggregate amount of approximately $1.1 million. United Therapeutics maintains a commercial insurance policy for claims liabilities exct
these limits. Liabilities of approximately $510,000 at December 31, 2003 have been established for known claims and an estimated am
claims incurred but not yet reported. These amounts are reported as accrued expenses in the accompanying consolidated balance she
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Advertising Cost:

Advertising costs are expensed when incurred. Advertising costs expensed during the years ended December 31, 2003, 2002 ¢
approximately $526,000, $92,000, and $868,000, respectively.

Reclassifications
Certain amounts in the 2002 and 2001 consolidated financial statements were reclassified to conform to the 2003 presentation.

3. Related Party Transactions

Office Leases

In December 2001, a subsidiary of United Therapeutics leased office space from Beacon Projects, Inc., a company owned by the C
and CEO of United Therapeutics. The property was sold in 2002 by Beacon and the United Therapeutics subsidiary leased the office s
from the successor (unrelated) landlord until December 2003. During the year ended December 31, 2002, the total amount paid to Bea
Projects was approximately $57,000 under this lease.

In March 1999 and December 2000, UTSC entered into lease agreements for office space from Beacon Projects, Inc. United Therz
incurred expenses under these leases of approximately $44,000 during the year ended December 31, 2001. These leases were all terr
June 2001.

Legal Service:

During and prior to 2001, United Therapeutics obtained professional services from a law firm affiliated with the General Counsel an
Chairman and CEO of United Therapeutics. In June 2001, the General Counsel joined United Therapeutics as a full time employee anc
arrangement with the law firm for professional services was terminated. The Chairman and CEO does not receive compensation from t
firm. United Therapeutics incurred expenses of approximately $212,000 during the year ended December 31, 2001 for services render:
law firm.

Research Agreemer

During 1998, United Therapeutics entered into a cooperative drug discovery agreement with William Harvey Research Limited (WF
The Chairman and CEO of United Therapeutics is an unpaid volunteer President of William Harvey Medical Research Foundation. Pay
made to WHR were approximately $102,000 and $205,000 for the years ended December 31, 2002 and 2001, respectively. This a
terminated in June 2002.

Receivable from Employee¢

At December 31, 2003 and 2002, United Therapeutics had interest and non-interest bearing advances totaling approximately $1,13
and $1,358,000, respectively, due from employees. The advances are classified as note receivable from employee and other assets in
accompanying consolidated balance sheets.

In April 2002, United Therapeutics agreed to loan $1.3 million to Dr. Roger Jeffs, its President and Chief Operating Officer, to pi
primary residence. The loan and accrued interest will be due at the end of five years or earlier, in part or in full, if Dr. Jeffs obtains a ma
on the property, exercises and sells any United Therapeutics stock options, sells any United Therapeutics stock, or sells the propel
6.5 percent per year will accrue on the note. The loan is secured by the property and all United Therapeutics stock that Dr. Jeffs now o
hereafter acquires. The note receivable and accrued interest are classified as noncurrent assets in the accompanying balance sheets.
Committee and the Compensation
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Committee of the Board of Directors, as well as the full Board of Directors, approved this transaction. In June 2002, Dr. Jeffs was e
Board of Directors by United Therapeutics’ shareholders. During the year ended December 31, 2003, Dr. Jeffs paid approximately $30.
outstanding interest and principal on the note. At December 31, 2003, the amount due from Dr. Jeffs was approximately $1,137,000.

Iminosugar Program

United Therapeutics reported expenses of approximately none, $200,000 and $3.5 million to Synergy Pharmaceuticals, Inc. during
years ended December 31, 2003, 2002 and 2001, respectively, for contract research services. From March 2000 until March
Therapeutics owned approximately 15 percent of Synergy.

Marketing and Consulting Agreemen

In February 2003, United Therapeutics entered into an agreement for the development, hosting and maintenance of its Remodulin.
website with a company controlled by Raymond Kurzweil who is one of four non-independent directors on United Therapeutics’ ten-per
Board of Directors. Pursuant to this Agreement, United Therapeutics will pay the company $29,000 and a continuing payment of $1,25
month for posting new information and maintenance of the website. In 2003, United Therapeutics incurred approximately $29,000 unde
agreement.

In September 2002, United Therapeutics entered into a technical services agreement with Kurzweil Technologies, Inc. (“KTI"), a co
controlled by Raymond Kurzweil. Pursuant to this agreement, United Therapeutics will pay KTI up to $40,000 monthly for consulting fe«
up to $1,000 monthly for reimbursement of expenses for certain telemedicine technology development services relating to Medicomp, |
addition, United Therapeutics will pay KTI a five percent royalty on certain sales of products reasonably attributed to and dependent up
technology developed by KTI under the technical services agreement and which are covered by claims of an issued and unexpired Uni
States patent(s). The agreement may be terminated by United Therapeutics upon 30 days advance notice to KTl and by KTl upon 180
advance notice to United Therapeutics. During the years ended December 31, 2003 and 2002 United Therapeutics incurred approxime
$484,000 and $190,000, respectively, of fees and expenses related to this agreement, of which approximately $80,000 and $190,000 v
payable to KTl at December 31, 2003 and 2002, respectively.

In 2001, United Therapeutics entered into a marketing agreement with a company affiliated with Raymond Kurzweil. The value of t
agreement is $30,000 annually. United Therapeutics also entered into an agreement in 2001 with Raymond Kurzweil to provide strateg
consulting services in the field of telemedicine. The value of the agreement is $10,000 annually. In 2002, United Therapeutics entered
another marketing agreement with a company affiliated with Raymond Kurzweil with a total value of $15,000. United Therapeutics |
of $30,000, $25,000 and $25,000 under these agreements during the years ended December 31, 2003, 2002 and 2001, respectively.

4. License Agreements

Glaxo Wellcome Assignmet

In January 1997, Glaxo Wellcome Inc. (now GlaxoSmithkline PLC) assigned to United Therapeutics patents and patent applica
use of the stable prostacyclin analog UT-15 (how known as Remodulin) for the treatment of pulmonary hypertension and congestive he
failure. Glaxo Wellcome has a right to negotiate a license from United Therapeutics if United Therapeutics decides to license any part ¢
marketing rights to a third party. Glaxo Wellcome waived this right with respect to the agreement with MiniMed described below. Under
agreement, Glaxo Wellcome is entitled to certain royalties on sales
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exceeding a specified threshold from United Therapeutics for a period of ten years from the date of the first commercial sale of any pro
containing Remodulin. If United Therapeutics grants to a third party any license to Remodulin, Glaxo Wellcome is also entitled to a

of all consideration payable to United Therapeutics by such licensee. United Therapeutics is responsible for all patent prosecution and
maintenance for Remodulin.

Pharmacia License

In December 1996, the Pharmacia & Upjohn Company (now Pfizer, Inc.) exclusively licensed to United Therapeutics patents and a
application for the composition and production of a prostacyclin analog. The Pharmacia agreement required milestone payments of up
$325,000 for orphan indications of a prostacyclin analog manufactured utilizing technology licensed from Pharmacia and royalties betw
2.5% (in the United States) and 5% (in certain other countries) of all net sales, subject to certain offsets, until the later of the expiration
applicable patent or 10 years after the date of the first commercial sale of a product in a country defined as a milestone country under t
agreement. In October 2002, United Therapeutics and Pharmacia amended the license agreement to change the royalties to Phart
annual net sales of Remodulin in excess of $25.0 million. This 4% royalty is subject to a 50% reduction for royalties due to other pe
the amended license agreement, Pharmacia is entitled to these royalties from United Therapeutics for a period of ten years from dz
commercial sale in the applicable country of any product containing Remodulin.

Medtronic MiniMed

United Therapeutics entered into an agreement with MiniMed (now Medtronic MiniMed) in September 1997 to collaborate in the de
development, and implementation of therapies to treat pulmonary hypertension and peripheral vascular disease utilizing MiniMed prodt
with Remodulin. The term of the agreement is for seven years following the May 2002 FDA approval for Remodulin and will be automa
extended for additional 12-month periods unless otherwise terminated. The agreement is subject to early termination in the event of ar
breach or bankruptcy of either party. United Therapeutics and Medtronic MiniMed have established a Management Committee compris
two representatives from each company to implement the agreement. The guidelines implementing the agreement provide that United
Therapeutics will purchase pumps and supplies from Medtronic MiniMed at a discount off of Medtronic MiniMed'’s list prices from time t
time. In the event that there are any discoveries or improvements arising out of work performed under the agreement, the parties will h
ownership of those discoveries or improvements. The guidelines require United Therapeutics to purchase its Remodulin infusion pump
exclusively from Medtronic MiniMed unless Medtronic MiniMed’s infusion pumps fail to receive certain government approvals or cannof
appropriately used.

Toray Industries License

In June 2000, United Therapeutics entered into an agreement with Toray Industries, Inc. obtaining the exclusive right to develop an
market sustained release formulations of beraprost in the United States and Canada for the treatment of all vascular indications (includ
cardiovascular indications). In exchange, United Therapeutics paid Toray $1.0 million in cash and issued 200,000 shares of common s
valued at approximately $18.8 million. In addition, United Therapeutics agreed to grant Toray an option to purchase 500,000 shares of
common stock upon Toray’s adequate documentation of sustained released beraprost in humans and its delivery of clinical trial materi:
an exercise price based on the average of closing market prices during the month preceding delivery of clinical trial material. Such
documentation and delivery has not yet occurred. The sustained release formulation of beraprost is currently in Phase | testing in Japa
Toray. However, the development has been significantly delayed by Toray and United Therapeutics may cancel this agreement prior tc
granting any options. United Therapeutics also agreed to pay Toray milestone payments of up to $750,000.
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Synergy Pharmaceuticals, In¢

In March 2000, UPI entered into a license agreement with Synergy Pharmaceuticals, Inc. (Synergy) to obtain from Synergy the exc
worldwide rights to certain patents relating to antiviral iminosugar compounds. The iminosugar agreement conditionally requires that Ul
Synergy milestone payments of up to $22.2 million for each FDA-approved product plus royalties ranging from 6 percent to 12.25 perce
subject to reductions, based on net sales. Additionally, UPI acquired 15 percent of the outstanding stock of Synergy for a total of $5.0

In March 2003, UPI and Synergy entered into an Assignment and Assumption Agreement and a Redemption and Termination Agre
(together referred to as the Agreements). Under the Agreements, UPI paid approximately $535,000 to Synergy and assumed responsil
payment of up to $190,000 of certain expenses incurred by Synergy. These payments and liabilities totaling $725,000 were expensed :
research and development in 2003 because the licensed agents are in early development and have no alternative future uses. UPI als
the redemption of all the stock it owned in Synergy and the cancellation of all warrants held by UPI to purchase Synergy stock. In retur
Synergy assigned to UPI all of its intellectual property rights in the glycobiology antiviral agents and exclusively sublicensed to UPI all
intellectual property rights that had been licensed to it by third parties, the prosecution and maintenance of which are now the responsil
UPI. Synergy also released United Therapeutics from all milestone and royalty obligations that would have become due should a prodt
successfully developed.

Stanford University and New York Medical Colle

Unither Pharma, Inc. has exclusively licensed patents related to arginine-based dietary supplements to enhance the level of natura
occurring nitric oxide in the vascular system from Stanford University and New York Medical College. The licenses cover worldwide
territories and are valid for the life of the patents. In return, Unither Pharma, Inc. has agreed to pay royalties equal to one percent of ne
amino acid based products to each licensor respectively, subject to reductions. Minimum annual royalties of $10,000 are due to each li

AltaRex Medical Corp

In April 2002, UPI acquired an option to develop and commercialize a platform of five immunotherapeutic monoclonal antibodies frc
AltaRex Medical Corp. (formerly AltaRex Corp.) through an agreement to exclusively license certain intellectual property from AltaRex.
These products were being developed by AltaRex for use in ovarian, prostate, lung, breast, multiple myeloma and other forms of cance
will bear the cost of the necessary research and development and has full commercialization rights in all countries other than those in E
and most of the Middle East. UPI has agreed to pay AltaRex certain amounts based upon the achievement of specified milestones
royalties based upon sales of products utilizing or incorporating the licensed technology.

In August 2003, the exclusive license was amended to include the commercialization rights in Germany in exchange for a payment
AltaRex of $250,000 and payment of additional amounts based upon the achievement of certain specified milestones related to the Ge
market. The payment of the $250,000 license fee was expensed as research and development expense in 2003 because the licen:
clinical development and have no alternative future uses.

As part of the April 2002 transactions, UPI acquired approximately 9.95 percent of the outstanding stock of AltaRex for $2.5 mill
additional approximately 9.95 percent of the outstanding stock of AltaRex in August 2002 for approximately $2.1 million. UPI's cumulat
ownership in AltaRex at December 31, 2003 and 2002 was approximately 17.6 percent and 19.9 percent, respectively. This investmen
accounted for as an available-for-sale security and is classified with investments in affiliates in the accompanying balance
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sheets. Also in August 2002, UPI loaned to AltaRex approximately $433,000 as a secured convertible debenture due at the end of thre
with interest of six percent due quarterly. The note is convertible into AltaRex common stock at a price of $0.50 per share at any time b
At December 31, 2003 and 2002, the closing price of AltaRex common stock was approximately $0.40 and $0.22 per share, respective
note is secured by all intellectual property owned by AltaRex, including intellectual property licensed to UPI by AltaRex.

5.  Commitments
Oxford University

UPI agreed to fund research conducted by the University of Oxford to develop analogs of the antiviral compounds licensed from Sy
Pharmaceuticals. The research agreement provided for payments of up to approximately $900,000 over two years and had an initial te
expiring in September 2002 which was renewed until September 2004. Under the agreement, UPI is required to fund the research and
the University of Oxford milestone payments for successfully completed clinical trials, and a royalty equal to a percentage of net sales t
earns from discoveries and products developed by the University of Oxford. The milestone payments and royalties are subject to reduc
depending upon third-party contributions to inventions and/or third party licenses necessary to develop products.

Milestone and Royalty Payments

United Therapeutics has licensed certain products from other companies under license agreements described in note 4. These agr
generally include milestone payments to be paid in cash by United Therapeutics upon the achievement of certain product development
commercialization goals set forth in each license agreement.

Total milestone payments under these license agreements are expected to come due approximately as follows (in thousands):

Year ending December 31

2004 $ 20
2005 24t
2006 70
2007 1,47(C
2008 and thereaftt 6,04(

Additionally, certain agreements described in note 4 require United Therapeutics to pay royalties. The royalties are generally basec
percentage of net sales or other product fees earned by United Therapeutics. Royalties will become due when sales are generated
from 1.0 to 10.0 percent of net product revenues as defined in the respective agreements.

Employment Agreement

In April 1999, United Therapeutics executed an employment agreement with its Chief Executive Officer (CEO). As amended in Dec
2000, the agreement establishes minimum compensation and benefits for a renewing five year period, and requires United Therap:
options to the CEO at the end of each of the next five years to purchase a number of shares of common stock equal to one-eighteenth
percent of the increase in United Therapeuticaiket capitalization from its average in December of each year (commencing Decemb
to its average the following year. Prior to granting, the Compensation Committee of the Board may reduce the number of shares cover
these options. The exercise price of the options will be 110 percent of the fair market value of a share of common stock on the date of
100 percent of fair market value if the CEO owns less than 10 percent of United Therapeutics’ outstanding
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common stock on the date of grant. If the CEO is terminated without cause or leaves with good reason, she will receive severance equ
three years of base salary and bonus plus the value of any vested options.

Purchase of Land

In November 2003, United Therapeutics agreed to purchase a lot adjacent to its headquarters for approximately $2.9 million to be t
construct a laboratory facility. Settlement is expected to occur in 2004. At December 31, 2003, approximately $2.8 million was placed i
escrow account pending settlement and is included in non-current other assets in the accompanying consolidated balance sheets.

6. Concentrations Of Credit Risk

Financial instruments, which potentially subject United Therapeutics to credit risk, consist primarily of cash, money market funds,
commercial paper, marketable investments, and trade receivables. United Therapeutics maintains its cash and money market funds wi
financial institutions. The amounts deposited with these institutions exceed the Federal Deposit Insurance Corporation insurance limits
Therapeutics has not experienced any losses on such bank accounts. United Therapeutics’ commercial paper and marketable investm
been issued by companies with high credit ratings or by federally sponsored agencies. At December 31, 2003, trade receivables are dt
primarily from two customers in the pharmaceutical segment.

If these financial institutions, issuing companies, federal agencies or customers failed to perform their obligations under the terms ©
financial instruments, the maximum amount of loss resulting from these credit risks would be approximately equal to the amounts repol
the consolidated balance sheets for cash and cash equivalents, marketable investments, accounts receivable and interest receivable.

7. Stockholders’ Equity
Common Stock

In February 2000, United Therapeutics agreed to fund, over two years, a United Therapeutics Chair in Pulmonary Hypertension at
Columbia University with a grant of United Therapeutics’ common stock. The grant was funded with the issuance of 9,868 shares of Ur
Therapeutics’ common stock in February 2000 and 9,868 shares of United Therapeutics’ common stock in April 2001, all of which was
at $1.5 million based on the closing Nasdaq price on February 10, 2000. In February 2002, United Therapeutics and Columbia Univers
agreed that the shares issued to Columbia University would be transferred instead to the University’s pulmonary hypertension researct
account to further research the causes and cures for pulmonary hypertension.

In December 2000, United Therapeutics acquired certain assets and liabilities of Cooke PH, Inc. (formerly Cooke Pharma, Inc.). In
accordance with the acquisition agreement, United Therapeutics was obligated to issue additional shares (subject to certain reductions
Cooke PH, Inc. as a result of United Therapeutics’ stock price falling below a certain level. The asset purchase agreement required Un
Therapeutics to issue additional shares to Cooke PH if the value of the United Therapeutics’ common stock fell below $90 per share in
December 2001 within certain limits defined in the asset purchase agreement. In addition, the parties agreed that United Therapeutics
reduce the number of shares to be issued to Cooke PH, Inc. if the assets it acquired were less or if the liabilities were greater than was
represented by the sellers upon the acquisition date (“escrow items”). These escrow items totaled approximately $1.7 million. In May 2
United Therapeutics and Cooke PH, Inc. agreed to resolve these aspects of their agreement through the issuance by United Therapeu
additional 669,002 shares of its common stock to Cooke PH, Inc. The effect of this issuance was to decrease current assets and additi
in capital by approximately $1.7 million and to increase common stock outstanding by 669,002 shares.
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Shareholder Rights Plan

In December 2000, United Therapeutics’ Board of Directors approved the adoption of a Shareholder Rights Plan designed to disco
takeovers that involve abusive tactics or do not provide fair value to its shareholders. The Shareholder Rights Plan provides for a divide
distribution of one Preferred Share Purchase Right (Rights) for each outstanding share of United Therapeutics’ common stock. The div
distribution was made to shareholders of record on December 29, 2000. The Rights will be exercisable only if a person or group (excey
certain exempted persons or groups) acquires 15 percent or more of United Therapeutics’ common stock or announces a tender offer \
would result in ownership of 15 percent or more of United Therapeutics’ common stock. The Rights entitle each holder of one share to
purchase one one-thousandth of a share of Series A Junior Participating Preferred Stock (par value $.01) and will expire on December
2010.

A total of 100,000 shares of Series A Junior Participating Preferred Stock with a par value of $.01 were authorized in 2000. No Seri
Junior Participating Preferred Stock has been issued.

Options Issued in Exchange for Services

United Therapeutics issued options to consultants for services during 2003, 2002 and 2001. The options generally vest over a peric
to one year. The fair value of these options is being recognized as expense over the performance period which is typically one year. Tt
activity is summarized as follows:

Number of Range of
Options Granted Exercise Prices
For the year ended December :
2003 21,00: $16.17 to $23.1
2002 44,33« $9.95t0 $15.C
2001 78,25 $8.97 to $16.¢€

Employee Options

United Therapeutics’ Board of Directors adopted an equity incentive plan (the Plan) effective in November 1997. In April 1999, the |
of Directors and stockholders approved an amendment and restatement of the Plan to increase the total number of shares of common
may be issued pursuant to the Plan to 14,939,517 shares, including 7,939,517 shares reserved for issuance to the CEO under her emy
agreement. The Plan provides for the grant of awards, including options, stock appreciation rights, restricted stock awards and other ric
defined in the Plan, to eligible participants. Options granted under the Plan are not transferable and must generally be exercised within
10 years. The price of all options granted under the Plan must be at least equal to the fair market value of the common stock on the da
grant. With respect to any participant who owns 10 percent or more of United Therapeutics’ outstanding common stock on the date of ¢
the exercise price of any incentive stock option granted to that participant must equal or exceed 110 percent of the fair market value of
common stock on the date of grant and the option must not be exercisable for longer than five years.

Options granted under this Plan were as follows:

Number of Range of Exercise
Options Granted Prices
For the year ended December :
2003 552,81t $15.39 to $23.2
2002 595,95( $9.20 to $16.7
2001 495,45. $9.20 to $15.€

F-22

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 69 of 123



UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Prior to July 1, 2003, options were also granted outside of the Plan described above (non-plan awards). Such grants were made to
employees and consultants in order to incentivize performance or procure services. All non-plan grants were awarded pursuant to spec
approvals of the Compensation Committee of the Board of Directors. These grants were made at the fair market value of United Thera
common stock on the date of grant. Board members and executive officers did not participate in these non-plan option awards. A total
212,420 non-plan options were granted to employees during the year ended December 31, 2003 with exercise prices ranging from $14
$21.86 and a term of ten years.

The fair value of each option is estimated on the date of grant using the Black-Scholes option pricing model with the following weig!
average assumptions generally used for grants in 2003, 2002 and 2001:

Years ended December 3:

2003 2002 2001
Dividend yield 0 percen 0 percen 0 percen
Expected volatility 36.16- 95.99 percern 40.21- 106.58 percer 71.25-112.47 percer
Risk free interest rai 1.34-2.97 percen 2.67-4.66 percen 3.53-4.95 percen
Expected live: 1-5years 1-5years 5 years

A summary of the status of United Therapeutics’ employee stock options as of December 31, 2003, 2002 and 2001, and changes ¢
years then ended is presented bel

2003 2002 2001
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding at beginning of peri 4,032,87. $26.1¢ 3,083,24 $29.9¢ 3,156,35! $36.5¢
Granted 765,23t 20.9(C 1,189,55! 14.4¢ 624,93( 12.7:
Exercisec (388,616 10.6( (28,649 8.54 (1,86¢€) 3.0C
Forfeited (95,33%) 17.0¢ (211,28) 18.3¢ (236,24)) 21.3:
Cancelec (939 3.0C — — (459,93) 56.7:
Outstanding at end of peric 4,313,22; $26.81 4,032,87. $26.1: 3,083,241 $29.9¢
| | ] | | |
Options exercisable at end of per 3,033,64 $30.0¢ 2,598,87. $31.1¢ 1,680,26: $40.37
| | ] | | |
Weighted-average fair value of
options granted during the peri $ 10.8¢ $ 9.17 $ 9.3¢
| ] |

In November 2001, the Compensation Committee of the Board of Directors approved a plan to allow employees to voluntarily perm
limited portion of their outstanding options to be canceled. In exchange for each canceled option, United Therapeutics granted a new o
May 2002. The new options were granted at the fair market value of United Therapeutics’ common stock on the date that the replacem
awards were issued. Approximately 453,000 options were cancelled with exercise prices ranging from $27.50 to $116.38. The cancelle
options were replaced with options priced at $12.69, the Nasdaq closing price on the award date of May 10, 2002. The program ended
2002. Each of the employees who participated did not have any options granted to them in the six months prior to notification of intent 1
cancel. Furthermore, each of the employees who participated agreed to forgo receiving any new options for a period of six months follc
the cancellation. No guarantees or other promises of remuneration were made to the employees who agreed to participate. In accordal
FASB Interpretation No. 44Accounting for Certain Transactions involving
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Stock Compensationp compensation expense was required to be recognized upon the grant of the replacement awards.

The following table summarizes information about employee stock options outstanding at December 31, 2003:

Options Outstanding Options Exercisable

Weighted- Weighted- Weighted

Average Average Average

Exercise Remaining Exercise Exercise
Prices Number Contractual Life Price Number Price
$ 3.00- 10.0C 57,531 7.C $ 8.21 42,41 $ 7.7¢
10.01 —-20.0¢ 2,780,09 7.1 14.9¢ 2,071,52! 14.8¢
20.01 —30.0c¢ 760,06: 8.8 23.41 237,63t 26.5:
30.01 —40.0( 5,00( 5.¢ 35.7¢ 4,20C 35.7¢
40.01 —50.0( 149,75! 6.2 43.4C 136,94 43.1¢
50.01 —60.0( 31,37¢ 6.2 57.0% 22,61% 56.9¢
60.01 —70.0( 7,52t 6.2 63.9: 5,65( 63.5¢
70.01 —80.0( 9,50z 6.1 71.7¢ 30C 77.1%
80.01 —90.0( 509,16 6.5 89.91 509,16 89.91
90.01 -116.3¢ 3,20( 6.2 99.6¢ 3,20 99.6¢
$ 3.00- $116.3¢ 4,313,22. 7.2 $26.81 3,033,64 $30.0¢
] ] [ | [ ] | |

During the year ended December 31, 2003, options to purchase a total of 386,872 shares of common stock were exercised. The pr
from these exercises totaled approximately $4.1 million.

8. Income Taxes

A reconciliation of tax benefit computed at the statutory federal tax rate on losses from operations before income taxes to the actua
tax expense is approximately as follows (in thousands):

Years Ended December 31

2003 2002 2001
Federal tax provision (benefit) computed at the statutory $(3,567) $(8,047) $(12,67¢)
State tax provision (benefit), net of federal tax provision (ber (518 (1,249 (1,969
Change in the valuation allowance for deferred tax assets allocated
to tax expense 7,67¢ 9,86% 23,72:
General business credits gener: (1,462 (4,590 (7,129
Deductions for stock option exercises and o (2,067 — —
Nondeductible expenses and ot (65) 4,01t (1,957)
Total income tax expent $ — $ — $ —
| | |

Deferred income taxes reflect the net effect of net operating loss carryforwards and the temporary differences between the carr'
of assets and liabilities for financial reporting purposes and the
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amounts used for income tax purposes. Significant components of United Therapeutics’ net deferred tax asset as of December 31, 20C
2002, respectively, are approximately as follows (in thousands):

December 31,

2003 2002
Deferred tax asset
Net operating loss carryforwar $ 48,79 $ 40,93«
General business cred 29,25¢ 27,79!
Impairment losses on investme 3,01¢ 3,01¢
Realized losses on marketable investm 2,91¢ 2,91¢
License fees capitalized for tax purpo 8,65z 9,38¢
In-process research and development capitalized for tax pul 5,36¢ 5,89(
Other 1,387 1,61¢
Total deferred tax asse 99,38 91,56(
Deferred tax liabilities
Furniture and equipment principally due to differences in
depreciatior (271) (129
Total deferred tax liabilitie (271) (129
Net deferred tax asset before valuation allowz: 99,11¢ 91,43%
Valuation allowanct (99,116 (91,437)
Net deferred tax ass $ — $ —
I |

Based on the weight of available evidence, management has determined that the deferred tax asset amount may not be realized at
This is due primarily to the uncertainty of the timing of additional product approvals and the levels of future product sales and profitabili

The valuation allowance for deferred tax assets increased by approximately $7.7 million and $9.9 million for the years ended De
2003 and 2002, respectively.

At December 31, 2003, United Therapeutics had net operating loss carryforwards of approximately $124.2 million and business tax
carryforwards of approximately $29.3 million for federal income tax purposes which expire at various dates from 2012 through 2023. Bl
tax credits can offset future tax liabilities and arise from qualified research expenditures. The portions of these carryforward items that \
generated prior to June 1999 are subject to certain limitations. United Therapeutics does not believe that the limitations will cause the r
operating loss and general business credit carryforwards to expire unused.

9. Notes and Leases Payable

United Therapeutics had two 30-year adjustable rate mortgage notes payable issued in the amount of approximately $1.8 million a
secured by building and property located at 1106 and 1110 Spring Street in Silver Spring Maryland and a certificate of deposit. These r
payable had an interest rate of approximately 5.7 percent during 2003. These notes payable were paid off in October 2003.

In January 2003, United Therapeutics purchased a building and land adjacent to its Silver Spring, Maryland headquarters. United
Therapeutics paid approximately $171,000 in cash and issued a non-interest bearing note payable for $1.0 million due to the seller in J
2004. The note payable was recorded at its present value using an imputed interest rate of approximately 2.6%, which represents the ¢
borrowing rate for similar funding from commercial sources. The discount is being amortized using the effective interest method. In
2003, an early payment of $250,000 was made against this note payable. The note payable is included in the current portion of notes &
payable in the accompanying consolidated balance sheets and was paid in January 2004.

United Therapeutics also leased certain equipment under capital leases with interest rates of approximately 10.6 percent and terms
5 years
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Future minimum payments under notes and leases payable are as follows (in thousands):

Notes Capital
Payable Leases

Year ending December 31

2004 $ 75C $ 25
2005 — 16
2006 — 10
2007 — —
2008 — —

2009 and thereaftt — —

75C 51

Less amounts representing intel (D) @)
Less current portio (749 (24)
$ — $ 25

| |

At December 31, 2003 and 2002, the carrying value of equipment under capital leases approximated $99,000 and $227,000, respe
and accumulated depreciation approximated $53,000 and $98,000, respectively. Equipment under capital leases are amortized to depi
expense.

10. Comprehensive Income (Loss)

SFAS No. 13(Reporting Comprehensive Inconestablishes standards for the reporting and display of comprehensive income (loss) ¢
its components. SFAS No. 130 requires, among other things, that unrealized gains and losses on available-for-sale securities and forei
currency translation adjustments be included in other comprehensive income (loss). The following statement presents comprehensive |
(loss) for the years ended December 31, 2003, 2002 and 2001 (in thousands):

December 31

2003 2002 2001
Net loss $(9,969)  $(23,65)) $(37,28%)
Other comprehensive incorr
Foreign currency translation adjustme 13 8 —
Unrealized gain on availal-for-sale securitie 1,652 — —
Comprehensive los $(8,309)  $(23,649) $(37,28%)
| I I

11. Marketable Investments

Investments at December 31, 2002 consisted of a federally sponsored debt security. At December 31, 2003, United Therapeutics’
investments consisted of several federally sponsored debt securities that are classified as non-current marketable investments. The an
cost approximates fair value of these investments at December 31, 2003 and 2002.
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Marketable investments held to maturity were as follows (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Agency notes at December 31, 2( $48,77* $ 22 $(480) $48,31:
Agency notes at December 31, 2( $10,00( $— $ (56) $ 9,94¢

The following table summarizes maturities of United Therapeutics’ marketable investment securities at December 31, 2003 (in thou

Amortized Fair

Cost Value

Less than one ye: $ — $ —
Due in one to two yeal 2,82¢ 2,80¢
Due in three to five yeal 39,94¢ 39,93t
Due after five year 6,00( 5,574
Total $48,77" $48,31"
| |

United Therapeutics’ gross proceeds, realized gains and realized losses from its marketable investments are as follows (in thousan

Year Ended December 31

2003 2002 2001
Gross proceec $6,00( $128,32¢ $18,48(
Realized gain $ — $ 384 $ 13
Realized losse $ — $ 7,27: $ —

In March 2002, United Therapeutics reported a $538,000 write-down due to an other-than-temporary decline in value of one of its
marketable investments. In June 2002, United Therapeutics began reassessing its investment program in light of increasingly adverse
conditions in the bond markets. As a result, all marketable debt investments were sold in July 2002. A write-down of investments totalir
approximately $3.6 million was necessary to adjust the value of United Therapeutics’ marketable investments to their fair value based ¢
guoted market prices at June 30, 2002. In July 2002, United Therapeutics recorded an additional realized loss of approximately $3.3 m
a result of the liquidation of the investment portfolio.

12. Operating Leases

United Therapeutics leases various office and production space generally under noncancelable agreements with terms expiring thr
2010. United Therapeutics also leases automobiles for certain employees.

Approximate minimum annual rent payments to be paid under these noncancelable operating leases are as follows (in thousands):

Year ending December 31

2004 $1,125
2005 1,07
2006 1,32¢
2007 861
2008 57¢

Total rent expense for the years ended December 31, 2003, 2002, and 2001 was approximately $1.4 million, $1.0 million and $521
respectively

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 76 of 123



F-27

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 77 of 123



UNITED THERAPEUTICS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

13. Acquisitions and Investments in Affiliates

Medicomp, Inc. and Telemedical Procedures, LI

In December 2000, UTSC acquired all of the assets of Medicomp, Inc. and Telemedical Procedures, LLC (together referred to as
Medicomp), related cardiac monitoring companies based in Florida. The total cost of this acquisition was approximately $20.0 million,
including transaction costs. Cash and shares of United Therapeutics’ common stock, subject to adjustment, was paid to the sellers as
consideration.

United Therapeutics agreed to register all of these shares for resale by Medicomp. Approximately 129,000 of the shares issued to
Medicomp were placed in escrow for up to three years for unknown liabilities, indemnifications, warranties and a stock adjustment (des
below) pursuant to the terms of an Escrow Agreement. In December 2002, the shares in escrow were reduced to approximately 26,00(
to be held until December 2003. These shares are still being held in escrow.

Under terms of the acquisition agreement, Medicomp will receive additional shares from United Therapeutics since the average clo
price of United Therapeuticebommon stock over the 30 calendar days prior to the third anniversary of the acquisition was less than ¢
share. It is expected that United Therapeutics will issue approximately 600,000 shares to the sellers in 2004 in satisfaction of this oblig:

Northern Therapeutics, Inc

In December 2000, Lung Rx formed a new company in Canada, Northern Therapeutics, Inc. (Northern Therapeutics), with the i
new form of autologous (non-viral vector) gene therapy for pulmonary hypertension and other conditions. The purpose of Northern
Therapeutics is to develop the gene therapy and also to distribute Remodulin and other United Therapeutics products in Canada. Lung
received approximately 59 percent of the initial outstanding common stock of Northern Therapeutics in exchange for $5.0 million in cas
which $4.0 million was paid as of December 2003. The remaining $1.0 million will be paid in 2005. United Therapeutics agreed to provi
services of its Chief Executive Officer as Chairman of the Northern Therapeutics’ Board. During 2001, Northern Therapeutics’ CEO res
and since December 2001, United Therapeu@&SD has been serving as the acting CEO of Northern Therapeutics. In January 2002,
Therapeutics purchased and retired shares of one of the initial founders. This increased Lung Rx’s ownership of Northern Therapeutics
approximately 68 percent.

Northern Therapeutics is incorporated as a Canadian Controlled Private Corporation. Lung Rx may appoint only two of the compan
seven board seats. Substantially all important decisions require unanimous board votes in favor of the proposal. The decisions requirin
unanimous board votes include decisions related to personnel selection and compensation and establishment of operating and capital
Therefore, the minority owners of Northern Therapeutics have substantive participating rights as discussed in Emerging Issues Task F
Issue No. 96-18nvestors’ Accounting for an Investee when the Investor has a Majority of the Voting Interest but the Minority Sharehold
Shareholders Have Certain Approval or Veto Righis a result of these substantive participating rights, Lung Rx does not control Norther
Therapeutics and consolidation, therefore, is prohibited. The equity method of accounting is used to account for Lung Rx’s investment
Northern Therapeutics. At December 31, 2003, Lun’s investment in the new company was reported at approximately $3.5 million, whicl
is comprised of $4.0 million paid in cash and the present value of the remaining $1.0 million due in 2005, net of Lung Rx’s share of Nor
Therapeutics’ losses since its formation. The amounts due to Northern Therapeutics at December 31, 2003 totaled approximately $94¢€
are reported as due to affiliate in the accompanying consolidated balance sheets. Lung Rx’s equity in the underlying net assets was
approximately $2.5 million at December 31, 2003.
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Summarized financial information for Northern Therapeutics is as follows (in thousands):

As of and for the year endec
December 31,

2003 2002 2001
Total asset $ 3,66( $4,23: $5,01(
Total liabilities $ 75 $ 52 $ 21¢
Net loss $(1,399) $ (305) $ (436)

Preventis, Inc.

In 2000, United Therapeutics entered into an agreement to form Preventis, Inc., a Delaware corporation, to create new vaccine tecl
and to develop and commercialize novel therapeutics for infectious disease. United Therapeutics received 30 percent of the initial outs
common stock of Preventis. The agreement does not require United Therapeutics to contribute cash or other capital. A then current dir
United Therapeutics purchased a 57 percent common stock shareholding in the new company when it was formed in 2000 upon conse
United Therapeutics’ Board of Directors. At December 31, 2003, United Therapeutics’ investment in Preventis had an original cost of z
was reported at zero. United Therapeutics’ equity in the underlying net assets was a deficit of approximately $1.3 million at December
2003. During 2003, Preventis substantially reduced its operations.

14. Employees’ Retirement Plan

Effective January 1, 1999, United Therapeutics adopted the United Therapeutics Corporation Employees’ Retirement Plan (the Pla
salary reduction profit sharing plan. Employees employed on or after July 15, 1999 are eligible to participate in the Plan. The Plan prov
annual discretionary employer contributions. Employees may also contribute to the Plan at their discretion. No employer contributions |
been made to the Plan as of December 31, 2003. Beginning January 1, 2004, United Therapeutics began matching employee contribu
rate of 20 percent, subject to certain limitations.

15. Accrued Expenses

Accrued expenses consisted of the following (in thousands):

December 31

2003 2002
Professional fee $ 16 $ 11z
Researct 524 1,701
Payroll relatec 1,63¢ 98C
Milestones and royaltie 1,552 14z
Contracted service 70¢ 69C
Other 87¢ 82¢
Total $5,45¢  $4,451]

| |

16. Segment Information

United Therapeutics has two reportable business segments. The pharmaceutical segment includes all activities associated with the
development, manufacture, and commercialization of therapeutic products. The telemedicine segment includes all activities associated
research, manufacture, and
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delivery of patient monitoring services. The telemedicine segment is managed separately because diagnostic services require different
technology and marketing strategies.

Segment information as of and for the year ended December 31, 2003 was as follows (in thousands):

Pharmaceutical Telemedicine Consolidated Totals
Revenues from external custom $ 49,18( $ 4,161 $ 53,34:
Losses (6,639 (3,330 (9,96¢)
Interest incom 2,42 8 2,43t
Interest expens 10¢€ 4 112
Depreciation and amortizatic 1,24: 1,12C 2,36:
Equity loss in affiliate 953 — 952
Total investments in equity method invest 3,54¢ — 3,54¢
Expenditures for lor-lived asset: 6,741 257 7,00¢
Goodwill, net 1,28 6,17¢ 7,46t
Total asset 169,73: 9,76¢ 179,50:

Segment information as of and for the year ended December 31, 2002 was as follows (in thousands):

Pharmaceutical Telemedicine Consolidated Totals
Revenues from external custom $ 26,23 $ 3,88¢ $ 30,12(
Losses (20,690 (2,967) (23,65))
Interest incomt 4,94: 11 4,95¢
Interest expens 111 6 117
Depreciation and amortizatic 52¢ 1,49: 2,022
Write-down of investment 7,42¢ — 7,42¢
Equity loss in affiliate 20¢ — 20¢
Total investments in equity method invest 4,361 — 4,36
Expenditures for lor-lived asset: 3,38¢ 197 3,581
Goodwill, net 1,287 6,17¢ 7,46t
Total asset 173,46: 11,10¢ 184,56t

Segment information as of and for the year ended December 31, 2001 was as follows (in thousands):

Pharmaceutical Telemedicine Consolidated Totals
Revenues from external custom $ 2,981 $ 2,75( $ 5,731
Losses (33,860) (3,429 (37,289
Interest incomt 9,98: 38 10,02:
Interest expens 16¢€ 7 17¢
Depreciation and amortizatic 1,55¢ 1,26 2,821
Equity loss in affiliate 257 — 257
Total investments in equity method invest 4,34z — 4,34:
Expenditures for lor-lived asset: 317 37C 687
Goodwill, net 1,28 6,17¢ 7,46¢
Total asset 200,63( 11,49: 212,12:
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The segment information shown above equals the consolidated totals when combined. These consolidated totals equal the amc
in the consolidated financial statements without further reconciliation for those categories which are reported in the consolidated financ
statements.

The accounting policies of the segments are the same as those described in the summary of significant accounting policies in note
are no inter-segment transactions.

17. Recent Accounting Pronouncements

Disposal Activities

In June 2002, the Financial Accounting Standards Board (FASB) issued SFAS Necbigiting for Costs Associated with Exit or
Disposal Activities(SFAS 146). SFAS 146 addresses the financial accounting and reporting for costs associated with exit or disposal ac
and is effective for exit or disposal activities initiated after December 31, 2002. SFAS No. 146 was adopted effective January 1, 2003, ¢
not have a significant impact on United Therapeutics’ financial statements.

Variable Interest Entities

In January 2003, FASB issued Interpretation No. 46 (FIN Ct8)solidation of Variable Interest Entitie§IN 46 requires that if an
entity has a controlling financial interest in a variable interest entity, the assets, liabilities and results of activities of the variable interest
should be included in the consolidated financial statements of the controlling entity. FIN 46 requires that its provisions are effective
immediately for all arrangements entered into after January 31, 2003. For any arrangements entered into prior to January 31, 2003, the
provisions of FIN 46 are required to be adopted at the beginning of the first interim or annual period beginning after December 15, 200:
adoption of FIN 46 did not have a significant impact on United Therapeutics’ consolidated financial statements.

Derivative Instruments and Hedging Activitie

In April 2003, the FASB issued SFAS No. 1Afhendment of Statement 133 on Derivative Instruments and Hedging ActiSH&S
No. 149 amends and clarifies certain provisions of SFAS No.Accounting for Derivative Instruments and Hedging Activities for contracts
entered into after September 30, 2003. SFAS No. 149 did not have an impact on United Therapeutics’ consolidated financial statement

Financial Instruments

In May 2003, the FASB issued SFAS No. 1&€;ounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity. SFAS No. 150 establishes standards for the classification and measurement of certain financial instruments with characteristics
liabilities and equity. SFAS No. 150 was adopted effective June 30, 2003, and did not have an impact on United Therapeutics’ consolid
financial statements.

Guarantees

In November 2002, FASB issued Interpretation NoGt&rantor's Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Otl(FIN 45). FIN 45 elaborates on the disclosures to be made by a guarantor in its interim and
annual financial statements about its obligations under certain guarantees that it has issued. It also clarifies that a guarantor is requirec
recognize, at the inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the guarantee. The initial
recognition and initial measurement provisions of FIN 45 are applicable on a prospective basis to guarantees issued or modified after
December 31, 2002. The disclosure requirements of FIN 45 are effective for financial statements of interim or annual periods ending af
December 15, 2002.
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Adoption of FIN 45 did not have a significant impact on United Therapeutics’ consolidated financial statements.
18. Quarterly Financial Information (Unaudited)

The following presents certain quarterly financial information for each of the years ended December 31, 2003 and 2002 (in thousan
except per share amounts):

Quarters Ending During 2003

December 31, September 30, June 30, March 31,
2003 2003 2003 2003
Net sales $13,59( $15,03¢ $13,977 $10,73¢
Gross profit 12,31( 13,28: 11,957 9,00¢
Net loss (3,220 (1,349 (2,389 (3,029
Loss per shar— basic and dilute $ (0.1%) $ (0.0€) $ (0.1)) $ (0.19

Quarters Ending During 2002

December 31 September 30 June 30, March 31,
2002 2002 2002 2002
Net sales $12,02: $ 5,12¢ $11,56¢ $ 1,40¢
Gross profit 10,52¢ 3,85: 9,651 63€
Net loss (2,605) (12,189 (3,180 (5,67¢)
Loss per shar— basic and dilute $ (0.12) $ (0.5¢) $ (0.16) $ (0.2¢)
F-32

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 82 of 123



Year ended December 31, 2C
Year ended December 31, 2C
Year ended December 31, 2C

Year ended December 31, 2C
Year ended December 31, 2C
Year ended December 31, 2C

United Therapeutics Corporation
Schedule Il — Valuation and Qualifying Accounts
Years Ended December 31, 2003, 2002, and 2001
(in thousands)

Allowance for Doubtful Accounts Receivable

Balance at Additions charged Balance at End of
Beginning of Year to expense:! Deductions Year
$26¢ $22¢ $(377) $11¢
$19¢ $11C $ (40 $26€
$ 98 $13€ $ (36) $19¢

Reserve for Inventory Obsolescenc

Balance at Additions charged Balance at End of
Beginning of Year to expense:! Deductions Year
$421 $ 93 $(193) $321
$ — $421 $ — $421
$ — $ — $ — $ —
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclos

On August 29, 2003, United Therapeutics dismissed its independent public accountants, KPMG LLP (“lkRM@1)September 8, 2(
engaged Ernst & Young LLP (“E&Y”) to serve as the United Therapeutics’ independent public accountants to audit its financial stateme
the fiscal year ended December 31, 2003. The decision to dismiss KPMG and engage E&Y was made by United Therapeutics’ Audit
Committee. KPMG's audit reports on United Therapeutics’ consolidated financial statements as of and for each of the fiscal years ende
December 31, 2001 and 2002 did not contain an adverse opinion or a disclaimer of opinion, nor were such reports qualified or modifiec
uncertainty, audit scope or accounting principles other than reference to a change in accounting principle in KPMG's report on United
Therapeutics’ 2002 consolidated financial statements which included an explanatory paragraph which referred to United Therapeutics’
adoption of SFAS No. 14Z;00dwill and Other Intangible Asseteffective January 1, 2002. During United Therapeutics’ fiscal years endec
December 31, 2001 and 2002, and the subsequent interim period through August 29, 2003, there were no disagreements between Uni
Therapeutics and KPMG on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or proce
which disagreements, if not resolved to KPMG's satisfaction, would have caused KPMG to make reference to the subject matter of the
disagreement in connection with its reports. During United Therapefisical years ended December 31, 2001, and 2002 respectively,
subsequent interim period through September 8, 2003, none of the reportable events described under Item 304(a)(1)(v) of Securities a
Exchange Commission’s Regulation S-K occurred. During United Therapeutics’ fiscal years ended December 31, 2001 and 2002, and
subsequent interim period through September 8, 2003, the date on which E&Y was engaged, United Therapeutics did not consult with
regarding any of the matters or events described in Iltem 304(a)(2)(i) and (ii) of Securities and Exchange Commission’s Regulation S-K

Item 9A. Controls and Procedure

Based on their evaluation, as of December 31, 2003, United Therapeutics’ Chief Executive Officer and Chief Financial Officer have
concluded that United Therapeutics’ disclosure controls and procedures (as defined in Rule 13a-15(e) and 15d-15(e) under the Securit
Exchange Act of 1934, as amended) are effective. There have been no changes in United Theirapengicsontrol over financial reportir
that occurred during the period covered by this report that have materially effected, or are reasonably likely to materially affect, such in
control over financial reporting.
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PART Il

Item 10. Directors and Executive Officers of the Registrs

Information required by Item 10 regarding nominees and directors appearing under “Election of Directors” in United Therapeutics’
definitive proxy statement for its 2004 annual shareholders meeting (the “2004 Proxy Statement”) is hereby incorporated herein by this
reference. Information regarding executive officers of United Therapeutics appears in Part | of this Form 10-K under the heading “Exec
Officers”. Information regarding the Audit Committee’s financial expert appearing under “Board Meetings and Committees — Audit
Committee” in the 2004 Proxy Statement is hereby incorporated herein by this reference.

Information appearing under “Section 16(a) Beneficial Ownership Reporting Compliance” in the 2004 Proxy Statement is hereby
incorporated herein by this reference.

United Therapeutics has a written Code of Conduct and Ethics that applies to its principal executive officer, principal financial office
its principal accounting officer and every other director, officer and employee of United Therapeutics. The Code of Conduct and Ethics
available on United Therapeutics’ Internet website at www.unither.com. A copy of the Code of Conduct and Ethics will be provided free
charge by making a written request and mailing it to United Therapeutics’ corporate headquarters offices to the attention of Investor Re
Department. If any amendment to, or a waiver from, a provision of the Code of Conduct and Ethics that applies to the principal executi\
officer, principal financial officer and principal accounting officer is made, such information will be posted on United Therapeutics’ Interr
website at www.unither.com.

ltem 11. Executive Compensatio

Information concerning executive compensation required by Item 11 appears under “Management” in the 2004 Proxy Statement an
hereby incorporated herein by this reference.

ltem 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder M

The information regarding beneficial ownership of United Therapeutics capital stock required by Item 12 appears under “Security
Ownership of Certain Beneficial Owners and Management” in the 2004 Proxy Statement and is hereby incorporated herein by this refe

Securities Authorized for Issuance Under Equity Compensation Plans

The following table presents information as of December 31, 2003 regarding United Therapeutics’ securities authorized for issuanc
equity compensation plans:

Number of securities remaining
available for future issuance

Number of securities to Weighted average under equity compensation plan
be issued upon exercise exercise price of (excluding securities reflected
of outstanding options outstanding options in column (a))
Plan category (@) (b) (c)
Equity compensation plan approved by
security holder: 2,988,61 $31.04 7,432,59:
Equity compensation plans not approved
by security holder 1,547,76' $18.01 none
Total 4,536,38 $26.6( 7,432,59
| | |

United Therapeutics has one equity compensation plan approved by security holders. In addition, United Therapeutics granted opti
employees and consultants outside of the plan approved by security holders (non-plan options). Information regarding the security holc
approved plan and the non-plan options is
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contained in note 6 in thdotes to the Consolidated Financial Statements in this Annual Report. United Therapeutics does not have any
warrants or rights that are outstanding or available for issuance as described in Regulation S-K Item 201(d). Securities issued pursuant
non-plan awards were made under standard agreements generally consistent with the form of Exhibit 10.30.

Item 13.  Certain Relationships and Related Transactions

Information concerning related party transactions required by Item 13 appears under “Certain Relationships and Related Transactic
the 2004 Proxy Statement and is hereby incorporated herein by this reference.

ltem 14.  Principal Accountant Fees and Servict

Information required by this item, concerning the principal accounting fees paid by the Registrant and the Audit Committee’s pre-ap
policies and procedures, is incorporated by reference to the information under “Independent Auditors” in the 2004 Proxy Statement anc
herby incorporated by reference.
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PART IV

Item 15.  Exhibits, Financial Statement Schedules and Reports on For-K.

(a)(2) The financial statements of United Therapeutics filed as part of this report on Form 10-K are set forth in the Index to Consolic
Financial Statements under Part Il, Item 8 of this Form 10-K.

(a)(2) The Schedule Il — Valuation and Qualifying Accounts is filed as part of this Form 10-K. All other schedules are omitted beca
they are not applicable or not required, or because the required information is included in the consolidated statements or notes thereto.

(a)(3) Exhibits filed as a part of this Form 10-K:

Exhibit No. Description

31 Amended and Restated Certificate of Incorporation of the Registrant, incorporated by reference t

31 of the Registral's Registration Statement on Fori-1 (Registration No. 3:-76409).

3.2 Amended and Restated Bylaws of the Registrant, incorporated by reference to Exhibit 3.2 of the Registrant’s
Registration Statement on Forr-1 (Registration No. 3:-76409).

4.1 Reference is made to Exhibits 3.1 and

4.2 Registration Rights Agreement, dated as of October 30, 1998, by and among the Registrant, Merrill Lynch
KECALP L.P. 1997, and Merrill Lynch KECALP International L.P. 1997, incorporated by reference to Ext
of the Registral's Registration Statement on Fori-1 (Registration No. 3:-76409).

4.3 Form of Common Stock Purchase Agreement, executed as of March 1998, by and between the Registra
of Community Investment Partners Ill L.P., LLLP, Mary Ellen and Raul Evelio Perez, Trustees of the Mary Ell
Perez revocable trust dated October 28, 1993, Edward D. Jones & Co., Oakwood Investors |, L.L.C. and Jan
Nouss, Jr., incorporated by reference to Exhibit 4.3 of the Reg’s Registration Statement on form S-1
(Registration No. 3:-76409).

4.4 Warrant to purchase shares of United Therapeutics common stock, issued on November 2, 1998 to Cortech,
incorporated by reference to Exhibit 4.4 of the Registrant’s Registration Statement on form S-1 (Registration
No. 33:-76409).

45 Stock Option Grant to purchase shares of United Therapeutics’ common stock, issued on September 16, 19¢
Toray Industries, Inc., incorporated by reference to Exhibit 4.5 of the Registrant’s Registration Statement on
form S-1 (Registration No. 3:-764009).

4.6 Registration Rights Agreement, dated as of October 7, 1999, by and among the Registrant and Robert M.
Moriarty, Ph.D., Raju Penmasta, Ph.D., Liang Guo, Ph.D., George W. Davis, Esq. and David Moriarty,
incorporated by reference to Exhibit 10.2 of the Regi<'s Form 1-Q for the period ended September 30, 1!

4.7 Form of Purchase Agreement dated as of December 22, 1999, incorporated by reference to Exhibit 4.6 of the
Registrar’'s Registration Statement on forr-1 (Registration No. 3:--93853).

4.8 Registration Rights Agreement, dated as of June 27, 2000 by and between the Registrant and Toray Industri
Inc., incorporated by reference to Exhibit 4.7 of the Registrant’s Registration Statement on Form S-3 (Registt
No. 33:-40598).

4.9 Stock Option Grant issued on June 27, 2000 to Toray Industries, Inc., incorporated by reference to Exhibit 4.
the Registrar's Registration Statement on Fori-3 (Registration No. 3:-40598).

4.10 Form of Stock Purchase Agreement dated July 13, 2000 incorporated by reference to Exhibit 99.2 of the
Registrar’'s Current Report on Forn-K filed July 14, 2000

4.11 Registration Rights Agreement, dated as of December 15, 2000 by and between the Registrant and Coo

Inc., incorporated by reference to Exhibit 2.2 of the Regi¢s Form &K/A dated December 15, 20C
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Exhibit No.

Description

412

4.13

414

4.15

10.1**

10.2

10.3**

10.4**

10.5%*

10.6**

10.7

10.8*

10.9*

10.10*

10.11*

10.12**

10.13**

Escrow Agreement, dated as of December 15, 2000 among Registrant, UP Subsidiary Corporation, Cooke
Pharma, Inc., and Mahon, Patusky, Rothblatt & Fisher, Chartered, as escrow agent, incorporated by referen
Exhibit 2.3 of the Registra’s Form {-K/A dated December 15, 20C

Registration Rights Agreement, dated as of December 28, 2000 by and between the Registrant and Medicor
Inc., incorporated by reference to Exhibit 2.2 of the Regi¢s Form +K/A dated December 28, 20C

Escrow Agreement, dated as of December 28, 2000 among Registrant, UTSC Sub Acquisition, Inc., Medicol
Inc., Mahon, Patusky, Rothblatt & Fisher, Chartered, as escrow agent, and Chicago Title, as successor escr
agent, incorporated by reference to Exhibit 2.3 of the Regi’s Form -K/A dated December 28, 20C

Rights Agreement, dated as of December 17, 2000 between Registrant and The Bank of New York, as Right
Agent, incorporated by reference to Exhibit 4 of Regis's Form &K dated December 17, 20C

Amended and Restated Equity Incentive Plan, incorporated by reference to Exhibit 10.1 of the Registrant’s
Registration Statement on Forr-1 (Registration No. 3:-764009).

Form of Scientific Advisor Compensation Agreement, incorporated by reference to Exhibit 10.2 of the
Registrar’s Registration Statement on For-1 (Registration No. 3:-76409).

Executive Employment Agreement (as amended) dated as of April 2, 1999, between the Registrant and
Rothblatt, incorporated by reference to Exhibit 10.3 of the Registrant’'s Registration Statement on Form S-1
(Registration No. 3:-76409).

Amendment dated December 21, 2000 to the Employment Agreement between the Registrant and Martine £
Rothblatt, which appears as Exhibit 10.5 to Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter
ended March 31, 2002, which exhibit is incorporated herein by refei

Employment Agreement dated June 16, 2001 between the Registrant and Paul A. Mahon, which appears as
Exhibit 10.4 to Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2002, whic
exhibit is incorporated herein by referen

Employment Agreement dated December 29, 2000 between the Registrant and Ricardo A. Balda, which apg
as Exhibit 10.2 to Registrant’s Quarterly Report on FornQ1for the fiscal quarter ended March 31, 2002, w|
exhibit is incorporated herein by referen

First Flight Venture Lease Agreement dated July 1, 1997, between North Carolina Technological Developme
Authority, Inc. and the Registrant, incorporated by reference to Exhibit 10.2 of the Registrant’s Registration
Statement on Form-1 (Registration No. 3:-76409).

Exclusive License Agreement dated as of December 3, 1996, between the Registrant and an affiliate of
Pharmacia & Upjohn Company, incorporated by reference to Exhibit 10.8 of the Registrant’s Registration
Statement on Form-1 (Registration No. 3:-76409).

Assignment Agreement dated as of January 31, 1997, between the Registrant and affiliates of Glaxo Wellcol
Inc., incorporated by reference to Exhibit 10.9 of the Registrant’s Registration Statement on Form S-1
(Registration No. 3:-76409).

Cooperation and Strategic Alliance Agreement dated as of September 3, 1997, between Registrant and Mini
Inc., incorporated by reference to Exhibit 10.10 of the Registrant’s Registration Statement on Form S-1
(Registration No. 3:-76409).

Exclusive License Agreement dated as of September 24, 1998, between the Registrant and Toray Industries
incorporated by reference to Exhibit 10.11 of the Registrant’s Registration Statement on Form S-1 (Registrat
No. 33:-764009).

Employment Agreement dated January 3, 2000 between the Registrant and Fred T. Hadeed, which appears
Exhibit 10.6 to Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2002, whic
exhibit is incorporated herein by referen

Amendment dated August 16, 2001 to the Employment Agreement between the Registrant and Fred T. Hadk
which appears as Exhibit 10.7 to Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended
March 31, 2002, which exhibit is incorporated herein by refere
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Exhibit No.

Description

10.14*

10.15**

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27*

10.28**

Exclusive License Agreement dated as of March 15, 1999, between the Registrant and Toray Industries, Inc
incorporated by reference to Exhibit 10.14 of the Registrant’s Registration Statement on Form S-1 (Registrat
No. 33:-764009).

Employment Agreement dated November 29, 2000 between the Registrant and Roger Jeffs, which appears
Exhibit 10.9 to Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2002, whic
exhibit is incorporated herein by referen

Agreement and Plan of Merger dated as of October 7, 1999, among the Registrant, SQ Acquisition, Inc.,
Robert M. Moriarty, Ph.D., Raju Penmasta, Ph.D., Liang Guo, Ph.D., George W. Davis, Esq., David Moriarty
SynQuest, Inc., incorporated by reference to Exhibit 10.1 of the Registrant’s Quarterly Report on Form 10-Q
the period ended September 30, 1¢

Lease dated as of March 1, 1999, between the Unither Telemedicine Services Corp. and Beacon Projects, Ir
incorporated by reference to Exhibit 10.17 of the Registrant’s Registration Statement on Form S-1 (Registrat
No. 33:-764009).

UAI Technology, Inc. Office Lease dated as of July 1, 1998, between the Registrant and UAI Technology, In
incorporated by reference to Exhibit 10.18 of the Registrant’s Registration Statement on Form S-1 (Registrat
No. 33:-76409).

Form of Indemnification Agreement between the Registrant and each of its Directors, incorporated by ref
Exhibit 10.19 of the Registre’s Registration Statement on Fori-1 (Registration No. 3:-76409).

Guidelines to Govern the Strategic Activities, Co-Development and Related Activities of the Parties dated as
November 1, 1999, between the Registrant and MiniMed, Inc., incorporated by reference to Exhibit 10.
Registrar’'s Amended Registration Statement on Fo-1/A (Registration No. 3:-93853).*

Short Form Commercial and Apartment House Real Estate Purchase Agreement, accepted as of August 4,
between the Registrant and 1106 Spring Street Associates, incorporated by reference to Exhibit 10.21 of the
Registrar’s Form 1i-K for the year ended December 31, 2C

Exclusive License Agreement dated as of June 23, 2000 between the Registrant and Toray Industries, Inc.,
incorporated by reference to Exhibit 10.1 of the Registrant’s Registration Statement on Form S-3 (Registratic
No. 33:-40598).

Asset Purchase Agreement dated as of December 28, 2000 among the Registrant, UTSC Sub Acquisition, It
Medicomp, Inc., and Telemedical Procedures, LLC, incorporated by reference to Exhibit 2.1 of the Registran
Form ¢-K/A dated December 28, 20C

Asset Purchase Agreement dated as of December 15, 2000 among the Registrant, UP Subsidiary Corporati
Cooke Pharma, Inc., incorporated by reference to Exhibit 2.1 of the Registrant’s Form 8-K/A dated Decembe
2000.

Amendment No. 1 to Exclusive License Agreement, effective as of December 3, 1996, made as of October 1
2002 by and between Pharmacia & Upjohn Company and the Registrant, which appears as Exhibit 10.25 to
Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2002, which exhibit i
incorporated herein by referen:

Technical Services Agreement dated August 27, 2002 between the Registrant and Kurzweil Technologies, I
which appears as Exhibit 10.26 to Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended
September 30, 2002, which exhibit is incorporated herein by refel

Promissory note dated May 8, 2002 between the Registrant and Roger Jeffs, which appears as Exhibit 10.1(
Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2002, which exhibit is
incorporated herein by referen:

Security Agreement dated May 8, 2002 between the Registrant and Roger Jeffs, which appears as Exhil
Registrant’s Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2002, which exhibit is
incorporated herein by referen:

45

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 89 of 123



Exhibit No.

Description

10.29***

10.30**
10.31**
10.32**
10.33**
10.34
16

21

231
23.2
311
312
321
32.2

Exclusive License Agreement dated April 17, 2002 between AltaRex Corp. and Unither Pharmaceuticals, a
subsidiary of the Registrant, which appears as Exhibit 10.12 to Registrant’s Quarterly Report on Form 10-C
the fiscal quarter ended June 30, 2002, which exhibit is incorporated herein by rel

Standard Non-plan Option Award Agreement used by Registrant , incorporated by reference to Exhibit 10.3
Registrar’s Form 1K for the year ended December 31, 2C

Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Roger Jeffs
incorporated by reference to Exhibit 10.31 to the Regi¢s Form 1-K for the year ended December 31, 2C
Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Fred Hadee
incorporated by reference to Exhibit 10.32 to the Regi¢’s Form 1K for the year ended December 31, 2C
Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Paul Mahor
incorporated by reference to Exhibit 10.33 to the Regi¢’s Form 1K for the year ended December 31, 2C
Real Estate Purchase Agreement dated October 31, 2003 by and between Unither Pharmaceuticals, Inc. a
Montgomery County

Letter from KPMG LLP regarding change in certifying accountant, which appears as Exhibit 99.1 to Registr:
Form &K filed on September 8, 2003, which exhibit is incorporated herein by refe

Subsidiaries of the Registral

Consent of Ernst & Young LLF

Consent of KPMG LLP

Certification of Chief Executive Officer pursuant to Rule-14(a) of the Securities Exchange Act of 1¢
Certification of Chief Financial Officer pursuant to Rule -14(a) of the Securities Exchange Act of 1¢
Certification of Chief Executive Officer pursuant to Section 906 of the Sai-Oxley Act of 2002

Certification of Chief Financial Officer pursuant to Section 906 of the Sar-Oxley Act of 2002

* Confidential treatment has been granted with respect to certain portions of this exhibit pursuant to Rule 406 of the Securities Act of

as amendec

**  Designates management contracts and compensation plans.

**  Confidential treatment has been granted with respect to certain portions of this exhibit pursuant to Rule 24b-2 of the Securities Act

1934,

(b) Reports on Form 8-K

On November 6, 2003, the Registrant filed a Form 8-K dated November 6, 2003 reporting an Item 12 event and attaching a press r

related thereto.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this rep
signed on its behalf by the undersigned, thereto duly authorized.

UNITED THERAPEUTICS CORPORATION

By: /sl MARTINE A. ROTHBLATT

Martine A. Rothblatt, Ph.D.
Chairman of the Board and
Chief Executive Officer

March 12, 2004

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons o
of the registrant and in the capacities and on the dates indicated.

Signatures Title Date

Chairman of the Board and March 12, 2004

Chief Executive Officer

/sl MARTINE A. ROTHBLATT

Martine A Rothblat

/sl ROGER A. JEFFS President, March 12, 2004

Chief Operating Officer and Director

Roger A. Jeffs

/sl FRED T. HADEED

Fred T. Hadee

/sl RICARDO BALDA

Executive Vice President for Business
Development and
Chief Financial Officer

Chief Executive Officer,

March 12, 2004

March 12, 2004

Medicomp, Inc. and Director
Ricardo Bald:

/sl RAYMOND DWEK Director March 12, 2004
Raymond Dwel
/sl R. PAUL GRAY Director March 12, 2004
R. Paul Gray

/sl H. BEECHER HICKS, llI Director March 12, 2004
H. Beecher Hicks, Il

/sl RAYMOND KURZWEIL Director March 12, 2004
Raymond Kurzwei

/s/ CHRISTOPHER CAUSEY Director March 12, 2004
Christopher Cause

/sl CHRISTOPHER PATUSKY Director March 12, 2004
Christopher Patusk

/s/ LOUIS W. SULLIVAN Director March 12, 2004
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Exhibit 10.34
REAL ESTATE PURCHASE AGREEMENT

REAL ESTATE PURCHASE AGREEMENT

THIS REAL ESTATE PURCHASE AGREEMENT (“Agreement”) is made and entered into this 31st day of October, 2003 (the “Effective
Date”), by and between UNITHER PHARMACEUTICALS, INC., a Delaware corporation (“Purchaser”), and MONTGOMERY COUNTY
political subdivision of the State of Maryland (“Seller”) (Seller and Purchaser, collectively, the “Parties”).

1. DESCRIPTION OF PROPERTY. Subject to the terms and conditions of this Agreement, Seller hereby agrees to sell, assign and con
and Purchaser hereby agrees to purchase, that certain approximately 0.92-acre parcel of real property situate in Silver Spring, Montgol
County, Maryland, as more particularly described in Exhibit A attached hereto, together with the easements, rights, privileges and
appurtenances thereto belonging (including without limitation all rights attributable to previous dedications of portion of the Property
public rights of way) (the “Property”).

2. PURCHASE PRICE.The purchase price of the Property is TWO MILLION EIGHT HUNDRED EIGHTY THOUSAND AND NO/100
DOLLARS ($2,880,000.00) (hereinafter referred to as the “Purchase Price”).

3. PURCHASE DEPOSIT.

(a) Within three (3) business days after the execution and delivery of this Agreement by the Parties, Purchaser shall deposit with Ar
Konopka Law Offices, 4530 Wisconsin Avenue, N.W., Suite 300, Washington, D.C. 20016 Attn. Arthur Konopka, Esq. (“Escrow Agent”
agent for Lawyers Title Insurance Corporation (the “Title Company”), the sum of Eighty Thousand and No/100 Dollars ($80,000.00) (the
“Initial Deposit”).

(b) Within three (3) business days after the expiration of the Inspection Period (as hereinafter defined), and provided Purchaser has
terminated this Agreement as set forth in paragraph 5 below, Purchaser shall deposit with Escrow Agent the sum of Two Million Seven
Hundred Thousand and No/100 Dollars ($2,700,000.00) (the “Second Deposit”).

(c) The Initial Deposit and the Second Deposit are hereinafter collectively referred to as the “Purchasewt@pbgiym shall include ¢
interest accrued thereon. The Purchase Deposit shall be held by Escrow Agent in one or moregatargsederally insured accounts wit
financial institution reasonably acceptable to Purchaser and Seller. Interest on the Purchase Deposit shall accrue for the benefit of Pur

4. PAYMENT OF PURCHASE PRICE. Purchaser agrees to pay to Seller the Purchase Price at the Closing (hereinafter defined) of
Purchase Deposit shall constitute a part. The Purchase Price shall be paid in cash, certified funds or by electronic wire transfer at the C

5. CONTINGENCIES. This Agreement is contingent upon the following:

A. Inspection. Purchaser shall have until 5:00 PM (Eastern time) on December 15, 2003, to inspect the condition of the Property (the
“Inspection Period”), and if the Property does not meet Purchaser’s satisfaction in its sole and absolute discretion, Purchaser shall be
to terminate this Agreement, by written notice to Seller received no later than such date and, upon termination of this Agreement, the Ir
Deposit shall be promptly refunded and paid over to Purchaser and neither Party shall have any further liability to the other under this
Agreement, except as expressly provided for by the terms of this Agreement.

B. Environmental Inspection. Purchaser shall have until 5:00 PM (Eastern time) on December 15, 2003, to conduct an environmentz
inspection and/or audit of the Property. In the event the inspection or audit reveals certain conditions which require the expenditure
to bring the Property into compliance with all existing Federal and State of Maryland environmental laws, statutes, regulations or ordine
Purchaser shall be permitted to terminate this Agreement by written notice to Seller received no later than December 15, 2003, and, uf
termination of this Agreement, the Initial Deposit shall be promptly refunded and paid over to Purchaser and neither Party shall have ar
further liability to the other under this Agreement, except as expressly provided for by the terms of this Agreement. Under no circumsta
will the
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Seller be obligated to the Purchaser to remediate or otherwise abate or correct any environmental condition at the Property. Subject to
of Purchaser in paragraph 10 below to terminate this Agreement upon the occurrence of an Environmental Event (as hereinafter define
Purchaser agrees that it will be responsible for any remediation, abatement or corrective action that is required on the Property after Cl
even if the condition existed prior to Closing.

C. Right of Entry. During the pendency of this Agreement, Purchaser and its representatives, consultants and contractors may ¢
Property upon reasonable notice to make such inspections and tests regarding the Property as Purchaser deems necessary or desirab
including without limitation investigations of zoning and topographic suitability to Purckastghded use, soil boring studies, environme
inspections, audits or tests (including soil borings and such “Phase 2" testing as may be necessary), and the location of public facilities
utilities for the Property (including the relocation of the Public Facilities, as hereafter defined). Purchaser and Seller have executed the
Entry Agreement, a copy of which is attached hereto as Exhibit B attached hereto. The Right of Entry Agreement shall not be merged i
Agreement and termination of this Agreement shall not constitute a termination of the Right of Entry Agreement.

D. Relocation of Public Facilities.

(1) Certain stormwater management facilities (including stormwater drains, an oil/grit separator and related facilities) and related
facilities (collectively, the “Public Facilities”) are currently located on the Property. Development of the Property for the use desired by
Purchaser will necessitate the relocation of the Public Facilities. During the Inspection Period, Purchaser shall have the right to determi
sole discretion whether the Public Facilities can be re-located on the Property such that the Property may be developed as Purchaser
Purchaser shall determine in its sole discretion that the Public Facilities cannot be relocated on the Property such that the Property ma
developed as Purchaser desires, or if Seller shall fail to provide the Seller's Relocation Approval (as hereinafter defined) prior to the Cl
Date, Purchaser shall be permitted to terminate this Agreement by written notice to Seller received prior to the Closing Date and, upon
termination of this Agreement, the Purchase Deposit shall be promptly refunded and paid over to Purchaser and neither Party shall hay
further liability to the other under this Agreement, except as expressly provided for by the terms of this Agreement. Seller (acting solely
role as the owner/operator of the parking garage owned by Seller and located adjacent to the Property (the “Adjacent Garage™)), shall |
right to approve the proposed location of the Public Facilities solely for the purposes of determining whether said location, in comparisc
the Public Facilities in their current location, would adversely impact the costs to the Seller of operating, maintaining, repairing and/or
replacing the Public Facilities or would impair the functionality and effectiveness of the Public Facilities (said approval, the “Seller’s
Relocation Approval”). Nothing herein shall limit Purchaser’s obligation to obtain approvals from Seller acting in its governmental regulz
capacity (or in its capacity as owner of any land other the Property upon which the Public Facilities are proposed to be located) as to th
relocation of the Public Facilities to the extent such approvals are required by applicable law.

(2) If Purchaser determines in its sole discretion that the Public Facilities can be relocated on the Property to the location approv
Seller's Relocation Approval such that the Property may be developed as Purchaser desires (i.e. Purchaser elects not to terminate this
Agreement as provided in subparagraph (1) above) and if Seller provides the Seller's Relocation Approval, Purchaser shall be respons
performing all work as may be necessary to relocate the Public Facilities. Purchaser shall also be responsible for obtaining permits anc
approvals, including any NPDES approvals requires for the relocation of the Public Facilities. The design and specifications of the reloc
Public Facilities shall be subject to approval by Seller (said approval not to be unreasonably withheld, conditioned or delayed), but in nc
other than as may be necessary to maintain no less than the same water quality and quantity management function for the Adjacent G
the Public Facilities served prior to relocation, shall Seller have the right to require Purchaser to provide Public Facilities which exceed
design and specifications (including with respect to capacity and size) the Public Facilities as are in place prior to relocation. The work |
to the relocation of the Public Facilities shall be performed by Purchaser in conjunction with Purchaser’s development of the Property.
Closing, Seller shall deposit into an escrow account to be held by Escrow Agent the sum of Three Hundred Thousand and No/100 Doll
($300,000.00) (the “Relocation Escrow”). The terms and conditions of the Relocation Escrow and the conditions for disbursement there
are set forth in that certain Relocation Escrow Agreement (the form of which is attached hereto as Exhibit C) to be executed and delive
Seller, Purchaser and Escrow Agent at Closing. The provisions of the Relocation Escrow Agreement which shall govern any conflict wi
provisions of this subparagraph (2). Purchaser also have the right, at its expense, to relocate any sanitary sewer lines on the Property f
interfere with Purchaser’s desired development of the Property and, with respect to any sanitary sewer line that serves the Adjacent Ge
proposed location of the relocated sanitary sewer line shall be subject to the Seller’s approval, which approval will not be unreasonably
withheld, delayed or conditioned; provided, however, that Seller shall approve to the proposed location if the relocated sanitary sewer |i
upon relocation, shall have at least the same degree of functionality and accessibility as the sanitary sewer line had in its original locati

E. Waiver of Subdivision Regulations. On September 25, 2003, in accordance with the opinion dated October , 2003, the Montgor
County Planning Board of the Maryland-National Capital Park and Planning Commission (the “Planning Board”) approved the request f
waiver of certain Subdivision Regulations (the “Subdivision Waiver Approval”), such request having been made by that certain letter da
August 28, 2003, from Seller to the Planning Board. If any appeal of the Subdivision Waiver Approval shall be filed within any applicabl
appeal period and said appeal shall not have been be
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finally resolved prior to Closing such that on the Closing Date the original Subdivision Waiver Approval has not been affirmed without

possibility of future appeal, Purchaser shall have the right to terminate this Agreement by providing written notice to Seller on or prior tc
Closing and, upon termination of this Agreement, the Purchase Deposit shall be promptly refunded and paid over to Purchaser and nei
Party shall have any further liability to the other under this Agreement, except as expressly provided for by the terms of this Agreement

6. REPRESENTATIONS, WARRANTIES AND COVENANTS OF SELLER. Seller hereby represents, warrants and covenants to
Purchaser, all of which are true as of the date hereof and shall be deemed to be remade by Seller to Purchaser as of the Closing Date
(hereinafter defined) and shall survive the Closing (hereinafter defined).

A. Seller’'s Authority. The Seller is a political subdivision of the State of Maryland and has the lawful power and authority to enter intc
carry out the terms of this Agreement. The execution, delivery and performance of this Agreement and the consummation of the transa
contemplated hereby, have been duly authorized and approved, and this Agreement, the Deed, the Right of Entry Agreement, the Relc
Escrow Agreement, the Easement Agreement, the Restrictive Covenant and Repurchase Agreement, and the Parking License Agr
forms as attached as exhibits to this Agreement, each will constitute a valid and binding agreement of the Seller, enforceable in accord
with its terms.

B. No Violation. Neither the execution and delivery of this Agreement by the Seller, nor the consummation by the Seller of the trans:
contemplated hereby, will to the Seller’'s actual knowledge constitute a violation of any applicable judgment, decree or order or, to the ¢
actual knowledge, any applicable code, resolution, law, statute, regulation, ordinance or rule.

C. No Government Proceedings. There are no existing, pending, nor to Seller’s actual knowledge any contemplated or threatened,
condemnation, incorporation, annexation or moratorium proceedings affecting the Property (or any portion thereof).

D. No Other Agreements. Seller owns fee title to the Property and the Property is not subject to any liens or encumbrances other th:
may be determined upon examination of the title to the property in the Land Records for Montgomery County. Seller has not entered in
other contracts for the sale of the Property, and no party has a right of first refusal or option to purchase all or a portion of the Property.

If Seller becomes aware of the fact that any representation or warranty contained in this Agreement should become materially untru
incorrect at or before the Closing (hereinafter defined), Seller shall notify Purchaser of such condition and Purchaser may (i) waive sucl
condition and close, or (ii) terminate this Agreement, whereupon the Purchase Deposit shall be refunded to Purchaser and no party hel
have any further rights, claims or liabilities hereunder, except as expressly provided for by the terms of this Agreement.

7. TITLE AND SETTLEMENT.

A. Title. Within ten (10) business days after the Effective Date, Purchaser shall (i) order from the Escrow Agent a commitment for titl
insurance (the “Commitment”) accompanied by copies of all recorded documents relating to liens, encumbrances, plats, easements, rig
way, restrictions, covenants, ground leases and conditions affecting the Property, in such form as may be required by Purchaser, and (
an ALTA/ACSM land title survey of the Property (the “Survey”). Within twenty (20) days after receipt of the Commitment, copies of all
special exceptions identified therein, and the Survey, Purchaser shall notify Seller in writing (“Purchaser’s Objection Notice”) specifying
titte matter, exceptions or survey matter to which it objects (any exceptions or title or survey matter to which Purchaser does not object
“Permitted Exceptions”). Within ten (10) business days after receipt of Purchaser’s Objection Notice, Seller shall provide Purchaser wri
notice (“Seller’s Cure Notice”) of which objections set forth in Purchaser’s Objection Notice that Seller will cure prior to the Closing;
provided, however, that Seller shall not be required to expend any sum of money to cure any such objections. In the event Seller states
Seller's Cure Notice that Seller is unable or unwilling to eliminate or modify any objection raised in Purchaser’s Objection Notice, Purch
may (i) terminate this Agreement by written notice to Seller whereupon the Purchase Deposit shall be refunded to Purchaser and no pe
have any further rights, claims or liabilities hereunder, except as expressly provided for by the terms of this Agreement, or (ii) accept sL
as Seller can deliver.

B. Date of Settlement. The closing shall occur on the earlier to occur of the following (the “Closing” or the “Closing Date”): (i) such d
after the Effective Date that is set forth on a written notice by Purchaser to Seller stating that Purchaser is ready to proceed to Closing |
to occur no sooner than ten (10) days after the date of such notice), or (ii) December 15, 2004, or (iii) on such other date as the Parties
agree. Seller and Purchaser agree to make full settlement in accordance with the terms hereof on the Closing Date.

C. Place of Settlement. The Closing shall take place at the offices of the Escrow Agent. The Purchase Deposit shall be held by the |
Agent in escrow pursuant to the terms and conditions of this Agreement.

D. Payment of Settlement Costs. Purchaser agrees to pay at the Closing the settlement charges in connection with the examination
the Survey, the cost of the preparation and recordation of any mortgage instruments and any
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document recording expenses. Seller shall pay the cost to satisfy any deeds of trust, mortgages, judgments or other monetary liens up
Property that Seller has agreed to discharge prior to Closing and provide releases with respect thereto. Purchaser shall also pay recorc
and fees with respect to the Deed (as hereinafter defined), any recordation, transfer and other taxes imposed on the Deed by the State
Maryland and/or Montgomery County (including Agricultural Transfer Taxes, if any), and all other costs of Closing. Seller and Purchase
hereby covenant and agree with each other that no real estate commissions, finder’s fees or broker’s fees have been or will be incurrec
connection with this Agreement or the transactions contemplated herein. Each party shall indemnify and hold harmless the other from «
against any costs or liability arising from the claim of a broker or agent claiming through such party.

E. Taking Title. The Property is to be conveyed in the name of Purchaser or such other entity or individual as designated by Purcha:
Seller agrees to execute and deliver the Deed at the Closing; said Deed shall convey good, marketable and insurable title to the Prope
Purchaser, subject to the Permitted Exceptions.

F. Adjustments. Taxes, water rents, and all utility and other operating expenses of the Property are to be adjusted as of the date of 1
Closing.

G. Closing.

(1) Seller’'s Deliveries. On the Closing Date, Seller shall deliver to Escrow Agent two (2) original counterparts of the following
documents, fully executed and acknowledged where appropriate, and such other items as follows:

(a) Deed. A special warranty deed executed by Seller in the form attached hereto as Exhibit D conveying Seller’s title to the P
to Purchaser, or any nominee or assignee of Purchaser, subject only to the Permitted Exceptions (the “Deed”); and

(b) Owner’s Affidavit. An owner’s affidavit as to mechanic’s liens and parties in possession in form and substance reasonably
acceptable to Seller and as may be reasonably required by the Title Company to issue the Title Policy (as hereinafter defined);

(c) Non-Foreign Certificate. If required of a political subdivision, as affidavit executed by Seller in form and substance reasone
acceptable to the Seller certifying that Seller is not a “foreign person” as defined in Section 1445 of the Internal Revenue Code or any r
regulations, as amended;

(d) Relocation Escrow Agreement. A Relocation Escrow Agreement executed by Seller and in form attached hereto as Exhibi
“Relocation Escrow Agreement”);

(e) Easement Agreement. An Easement Agreement executed by Seller in the form contemplated by paragraph 13F below (th
“Easement Agreement”);

(f) Restrictive Covenant and Repurchase Agreement. A Restrictive Covenant and Repurchase Agreement executed by Seller
form attached hereto as Exhibit E (the “Restrictive Covenant and Repurchase Agreement”); and

(g9) Release of Memorandum of Real Estate Purchase Agreement. A release of the Memorandum of Real Estate Purchase Ac
executed by Seller in recordable form and in substance effective to release the Memorandum of Contact (as hereinafter defined) of rec
“Release of Memorandum?”).

(2) Purchaser’s Deliveries.

(a) Purchase Price. On or prior to the Closing Date, Purchaser shall deliver to Escrow Agent a certified check or wire transfer
amount equal to the Purchase Price, less the Purchase Deposit and any prorations or other adjustments provided for herein;

(b) Relocation Escrow Agreement. The Relocation Escrow Agreement executed by Purchaser;
(c) Easement Agreement. The Easement Agreement executed by Purchaser;

(d) Restrictive Covenant and Repurchase Agreement. The Restrictive Covenant and Repurchase Agreement executed by Pu
and

(9) Release of Memorandum of Real Estate Purkbesement. The Release of the Memorandum executed by Purchaser.
8. REPRESENTATIONS, WARRANTIES AND CONDITIONS TO PURCHASER’S OBLIGATIONS.

A. Representations and Warranties of Purch
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Due Organization and Good Standing. The Purchaser is a corporation duly organized and validly existing and in good standing und
laws of Delaware and is duly qualified to enter into this Agreement and undertake the obligations provided for herein.

Purchaser’s Authority. The Purchaser has the full and unrestricted lawful power and authority to enter into and carry out the terms o
Agreement. The execution, delivery and performance of this Agreement and the consummation of the transactions contemplated herek
been or will be as of the Closing Date, duly authorized and approved by all requisite action, as the case may be, and this Agreemel
executed and delivered, will constitute a valid and binding
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agreement of the Purchaser, enforceable in accordance with its terms.

No Conflict. Neither the execution or delivery of this Agreement, nor the consummation of the transactions contemplated hereby, wil
(i) conflict with, or result in a breach of, the terms, conditions or provisions of, or constitute a default under Purchaser’s articles of
incorporation or bylaws or any agreement or instrument to which Purchaser is a party or is subject; (ii) violate any agreement, restrictio
easement, restrictive covenant, or instrument to which Purchaser is a party or to which Purchaser is subject; or, (iii) to Purchaser’s kno
constitute a violation of any applicable code, resolution, law, statute, regulation, ordinance, rule, judgment, decree or order applicable t
Purchaser.

No Violation. There are no actions, suits, proceedings or investigations pending or, to the knowledge of the Purchaser, threatened a
affecting the Purchaser which question the validity of this Agreement, at law or in equity, before or by any federal, state, municipal or of
governmental department, commission, board, bureau, agency or instrumentality.

B. Conditions of Purchaser’s Obligation to Close. The obligation of Purchaser to consummate the conveyance of the Property hereL
subject to the satisfaction of each of the following conditions precedent (any of which may be waived in whole or in part by the Purchas
prior to the Closing):

(1) The representations and warranties of Seller contained in this Agreement shall be true, complete and accurate, and all coven
other agreements of Seller shall have been performed or observed, on and as of the date hereof and the Closing Date as if the same w
on and as of such date.

(2) The Title Company shall be irrevocably committed to insure Purchaser on the Closing Date as the fee owner of the Property |
amount of the Purchase Price by issuance of an ALTA owner’s title insurance policy (the “Title Roltyi)the standard form issued by
Title Company in the State of Maryland, subject only to the Permitted Exceptions.

(3) No Environmental Event (as hereinafter defined) shall have occurred at the Property.
(4) This Agreement shall not have been terminated as expressly provided by this Agreement.
9. REMEDIES.

A. Seller's Default. In the event Seller shall fail to sell, transfer and assign the Property to Purchaser for any reason and/or perform :
other obligation of Seller hereunder, except upon a material default of Purchaser or termination of this Agreement by Seller or Purchas
pursuant to the provisions hereof, Purchaser shall be entitled to its choice of the following remedies: (i) Purchaser may seek specific
performance of this Agreement, or (ii) Purchaser may declare this Agreement to be null and void and demand return of the Purchase D

B. Purchaser’s Default. In the event that Purchaser shall fail to consummate this Agreement for any reason, except upon a default
or termination of this Agreement by Seller or Purchaser pursuant to the terms and provisions hereof, Seller shall be entitled as its sole |
exclusive remedy to receive the Initial Deposit (and not the Second Deposit, which shall be promptly returned to Purchaser), as full anc
upon liquidated damages and each of the Parties shall be released from any further liability hereunder.

10. DESTRUCTION, DAMAGE OR ENVIRONMENTAL EVENT PRIOR TO THE CLOSING DATE.

(a) Except as otherwise provided herein or in the Right of Entry Agreement, Seller assumes all risk of loss or damage to the F
by fire or other casualty until the executed Deed is delivered to Purchaser at the Closing. If at any time on or prior to the Closing Date &
portion of the Property is destroyed or damaged as a result of fire or any other cause whatsoever, or if an Environmental Event (as her
defined) shall occur, Seller shall promptly give written notice thereof to Purchaser. In the event of such destruction, damage or Environ
Event, Purchaser shall have the right to terminate this Agreement by written notice to Seller within ten (10) days following the date
Purchaser receives written notice and, upon termination of this Agreement, the Purchase Deposit shall be promptly refunded and paid
Purchaser and neither Party shall have any further liability to the other under this Agreement, except as expressly provided for by the te
this Agreement. If Purchaser does not elect to so terminate this Agreement within said ten (10) day period, this Agreement shall remair
force and effect and the parties shall proceed to the Closing without any reduction or adjustment in the Purchase Price and Purchaser:
assume all responsibility, legal and financial, for the Property in its “as is” condition at the time of Closing.

(b) For the purposes of this paragraph 10, the term “Environmental Event” shall mean the release, discharge or disposal of ar
Hazardous Material on, onto, in (or within), under, over or from the Property, or the violation of any Environmental Law because of the
condition of, or activity on, the Property. The term “Hazardous Material” means any hazardous or toxic material, substance, contaminatr
waste, or similar terms, defined by or regulated as such under any Environmental Laws, including, but not limited to, petroleum and pet
products (other than petroleum products or other automotive fluids contained in the automobiles which are parked on the Property in
connection with Seller’s public parking operations at the Property or any de minimis amount of petroleum products or other automotive
that in the normal operations of a public parking operation would be expected to leak from the automobiles parked on the
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The term “Environmental Law(s)” means any federal, state or local law, ordinance, regulation, rule, court order or decree, or administra
order or any administrative policy or guideline concerning action levels of a governmental authority relating to the environment, public f
any Hazardous Material or any Environmental Event on, under or about the Property, in effect from time to time, including, but not limit
(i) the Federal Water Pollution Control Act, as amended (33 U.S.C. §1251 et seq.); (ii) the Resource Conservation and Recovery Act, a
amended (42 U.S.C6801 et seq.); (iii) the Comprehensive Environmental Response, Compensation and Liability Act, as amended
89601 et seq.); (iv) the Federal Clean Air Act, as amended (42 U.S.C. 87401 et seq.); (v) the Toxic Substances Control Act, as amends
U.S.C. 8601 et seq.); and (ix) all regulations or guidelines promulgated pursuant to all of the foregoing, as same may be amended
time.

11. CONDEMNATION.

In the event, at any time prior to the Closing Date, any action or proceeding is filed, under which the Property, or any portion thereof
be taken pursuant to any law, ordinance or regulation or by condemnation or the right of eminent domain, Seller shall promptly give wri
notice thereof to Purchaser. Purchaser shall have the right to terminate this Agreement by written notice to Seller within ten (10) da
the date upon which Purchaser receives notice of such action or proceeding from Seller and a description of the Property (or portion th
proposed to be taken thereunder, and, upon termination of this Agreement, the Purchase Deposit shall be promptly refunded and paid
Purchaser and neither Party shall have any further liability to the other under this Agreement, except as expressly provided for by the te
this Agreement. If Purchaser does not elect to so terminate this Agreement within said ten (10) day period, this Agreement shall remair
force and effect and the Parties shall proceed to the Closing without any reduction or adjustment in the Purchase Price.

12. DISPOSITION OF DEPOSIT.

The Purchase Deposit shall be held by Escrow Agent in accordance with this Agreement until the Closing, or until disposition therec
made pursuant to the terms of this Agreement. Escrow Agent shall have the right to disburse the Purchase Deposit to Purchaser or Se
the Closing with respect to the Purchase Deposit and/or (b) otherwise, as provided in this Agreement upon ten (10) days written notice
Parties; provided, however, that Escrow Agent shall not have received any written objections to such disbursements within ten (10) day
receipt by Purchaser and Seller of said notice. The Parties acknowledge that Escrow Agent shall have no liability to any party on accot
Escrow Agent’s failure to disburse the Purchase Deposit if a dispute shall have arisen between the Parties with respect to the propriety
disbursement; and there is an unresolved dispute as to who is entitled to receive the amount(s) escrowed, Escrow Agent shall have the
retain the funds and disburse them in accordance with the final order of a Court of competent jurisdiction located in Montgomery Count
Maryland, or to deposit such funds with said Court pending a final decision of such controversy. The Parties further agree that Escrow .
shall not be liable for failure of aryona fide, federally-insured depository and shall not be otherwise liable except in the event of Escrow
Agent is guilty of negligence or misconduct.

13. DEVELOPMENT.
A. Definitions.

(1) “Applicable Lawmeans any federal, state or local law or regulation, or bond covenants for Federal, County Governmer
bonds, applicable to the parties, the Property and/or this Agreement. Applicable Law includes orders of court or administrative agel
jurisdiction over any of the parties hereto with respect to or affecting the Purchaser or the Property, including without limitation reg
and requirements imposed by the United States Food and Drug Administration (the “FDA").

(2) “Development Approvals” means, as contemplated by Applicable Law, and as may be necessary, any subdivision approve
(including without limitation the Subdivision Waiver Approval), preliminary plan of subdivision approval, project plan approval, site plan
approval, record plat approval and recordation, site plan enforcement agreements, building permits, storm water management approva
sediment control permits, utility connections and any other permit or governmental or quasi-governmental approval (including without
limitation from the FDA) which is necessary to commence and duly and diligently construct to completion, reconstruct, operate, repair &
maintain the Project.

(4) “Force Majeure” means the following events or circumstances, to the extent that they cause the delay of performance of a
obligation hereunder incurred by Purchaser and such delay is beyond the reasonable control of and could not be reasonably anticipate
accommodated by Purchaser:

Strikes or lockouts (excluding the general contractor’'s workforce) or inability to procure materials or suitable substitute materials
failure of utilities necessary for performance;

Changes in law (including without limitation any Applicable Law) applicable to the development, construction and/or operation of
Project, including changes in law that would reduce or restrict the density, height or use
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of the Project as contemplated by Purchaser;

Delays in obtaining Development Approvals for the development, construction and/or operation of the Project, including the impc
of conditions to Development Approvals that materially and adversely affect Purchaser’s ability to construct the Project as contemplate
Purchaser;

Acts of God, tornadoes, hurricanes, floods, sinkholes, fires and other casualties, landslides, earthquakes, and abnormally inclem
weather for the area;

Acts of war, terrorism, blockades, insurrection, riots, civil disturbances, or national calamities; and
Other acts or circumstances to the extent they would otherwise customarily constitute a Force Majeure event.
Force Majeure shall not include matters which increase cost but do not cause delay.

(3) “Permitted Uses” means the utilization of the Project for the Silver Spring Ovarian Cancer Laboratory Project, other
biotechnology or laboratory purposes, and/or other uses supporting the primary use, including without limitation administrative offices a
storage.

(4) “Project” means all improvements now or hereafter constructed on the Property from time to time. The initial phase of the |
shall include construction of approximately 37,000 square feet (and containing approximately 30,000 square feet of FAR) of laboratory
related administrative laboratory space, and related administrative and ancillary uses.

B. Construction of Improvements.

(1) Commencement of Construction. Purchaser agrees to commence construction of the initial phase of the Project on the P
ninety (90) days after the later to occur of (i) the Closing Date or (ii) the issuance of the Development Approvals (the “Construction
Commencement Date”), and thereafter to proceed with reasonable dispatch to complete construction of the Project. Notwithstanding th
foregoing, the Construction Commencement Date shall be extended one (1) day for each day that the construction of the initial phase «
Project cannot be undertaken due to events of Force Majeure up to a total of 18 months after the Construction Commencement Date.

(2) Completion of Construction. The initial phase of the Project shall be “Substantially Completed” by the date (the “Substantial
Completion Date"which is no later than the later to occur of (i) October 1, 2007, or (ii) the date which is two (2) years after the issuz
Development Approvals. Notwithstanding the foregoing, the Substantial Completion Date shall be extended one (1) day for each day tt
construction of the initial phase of the Project cannot be undertaken or Substantially Completed due to events of Force Majeure. For pL
of this subparagraph (2), the initial phase of the Project shall be deemed to be “Substantially Completed” on the date that Purchaser’s :
shall execute a certificate of substantial completion certifying, in part, that construction of the initial phase of the Project has been subs
completed and is available for occupancy (subject to issuance of a certificate of use and occupancy by the Montgomery County Depart
Permitting Services) for one or more of the Permitted Uses. The terms, provisions and conditions of the above covenant are set forth ir
Restrictive Covenant and Repurchase Agreement, which Restrictive Covenant and Repurchase Agreement shall control over any confl
the terms, provisions and/or conditions of this subparagraph (2).

C. Cooperation in Obtaining Development Approvals. At all times after the Effective Date and prior to the date of Closing, Seller
cooperate with Purchaser in assisting Purchaser to obtain Development Approvals. To this end, Seller has executed and delivered to F
the Agency Authorization in the form attached hereto as Exhibit F. The foregoing notwithstanding, any instruments or agreements requ
Seller hereunder shall be in form reasonably acceptable to Seller and shall not impose any expense or liability on Seller except as Sells
otherwise agree.

D. Use of the Property. For a period of seven (7) years following issuance of a certificate of use and occupancy for the initial
Project, the primary uses of the improvements constructed on the Property shall be restricted to one or more of the Permitted Uses unl
otherwise approved by Seller (such approval not to be unreasonably withheld, conditioned or delayed). The terms, provisions and conc
the above covenant are set forth in the Restrictive Covenant and Repurchase Agreement, which Restrictive Covenant and Repurchase
Agreement shall control over any conflict with the terms, provisions and/or conditions of this subparagraph D.

E. Access Easement. The Property shall be developed in such manner as to preserve pedestrian and vehicular access to the Ac
Garage from Cameron Street to a degree that is at least as good as that which currently exists. The Parties shall execute and deliver a
an Easement Agreement, in a form to be agreed upon by the Parties prior to Closing covering both the pedestrian and vehicular acces:
Public Facilities.

14. OPERATION OF THE PROPERTY PENDING CLOSING. Until the Closing Date, Seller maycontinue to use the Property as a
surface public parking lot in substantially the same manner as Seller operated the public parking lot immediately prior to the Effecti
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consistent with the operation of other similar facilities operated by
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Seller. Any material change in the use of the Property shall require the prior written approval of Purchaser, which may be granted or de
Purchaser’s sole discretion. Seller shall not construct on the Property improvements of any kind (other than pavement repair work for tl
existing surface lot or repairs needed in connection with the Public Facilities or other utilities serving the Adjacent Garage) without the |
written approval of Purchaser, which may be granted or denied at Purchaser’s sole discretion. Other than in connection with the public
on the Property or servicing the Adjacent Garage, Seller shall not store any vehicles, supplies or materials (including without limitation
Hazardous Materials) on the Property. Prior to the Closing Date, Seller shall remove at its sole cost and expense all parking meters an
personal property of Seller affixed to or located on the Property (excluding the Public Facilities). Any such property remaining on the Pr
after the Closing Date shall become the property of Purchaser and may be disposed of by Purchaser as it sees fit without obligation to

Prior to Closing, Seller shall not encumber the Property or allow any judgment to attach to the Property or grant, convey or assign any

easement or other property right or interest in the Property or any potion thereof

15. CHOICE OF LAW . This Agreement, the rights and obligations of the Parties hereto, and any claims or disputes relating thereto
be governed by and construed in accordance with the laws of the State of Maryland. In the event of any dispute arising with respect to
Agreement, the Parties agree that venue shall be in the Circuit Court for Montgomery County, Maryland.

16. TIME OF ESSENCE. Purchaser and Seller agree that time is of the essence of this Agreement.

17. ACCEPTANCE; DATE OF AGREEMENT . The “Effective Date” shall be the date this Agreement is executed by the Seller. This
Agreement must be ratified and accepted by Seller within thirty (30) business days after the date this Agreement is executed by Purche
order to be effectual and binding; otherwise, the obligations of Purchaser hereunder shall cease and terminate and the Purchase D
refunded.

18. BINDING EFFECT; ENTIRE AGREEMENT . Purchaser and Seller mutually agree that this Agreement shall be binding upc
and their respective heirs, executors, administrators, successors and assigns; that this Agreement contains the final and entire Agreen
between the Parties, and that they shall not be bound by any terms, conditions, statements, warranties, or representations, oral or writt
express or implied, not expressly contained herein. The language of this Agreement shall in all cases be construed as a whole and acc
its fair meaning and not strictly for or against any party hereto, whether or not all or any portion of this Agreement was drafted by or on
of any party hereto.

19. PRONOUNS.The words “Seller,” “Purchaser,” all pronouns and any variations thereof shall be deemed to refer to the masculine
feminine, neuter, singular or plural, as the identity of the person or entity and the context may require.

20. NOTICES. Any notices, consents or other communications required or permitted to be given pursuant to this Agreement must b
writing and shall be deemed to have been delivered (a) if delivered in person or via courier, when received at the address of the pe
notice is given, (b) if sent by a nationally recognized overnight delivery service (e.g., Federal Express, UPS, Airborne Courier), on the f
(1st) business day after receipt by such delivery service for overnight delivery, or (c) if sent by certified United States Mail (except wher
actual receipt is specified in this Agreement), on the earlier of the date actually received or two (2) business days after deposited in a re
provided by the United States Post Office, addressed to the intended Parties at the following respective addresses:

If to Seller: Montgomery County Governme
Office of the County Execultiv

101 Monroe Street, Second Flc

Rockville, Maryland 2085!

Attention: Chief Administrative Office

With a copy that does not constitute notice to:

Montgomery County Government
Department of Economic Development
101 Monroe Street

Rockville, Maryland 20850

Attention: Director
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With a copy that does not constitute notice

County Attorney for Montgomery County, Maryla
101 Monroe Street, 3rd Flo

Rockville, Maryland 2085!

Attn.: County Attorney

With a copy that does not constitute notice

Montgomery County Department of Public

Works and Transportation, Division of Parking Services
101 Orchard Ridge Drive, Suite 200
Gaithersburg, Maryland 20878

If to Purchaser: Unither Pharmaceuticals, Inc.
1110 Spring Street

Silver Spring, Maryland 20910

Attn: General Counsel

With a copy to:  Holland & Knight LLP
3 Bethesda Metro Center, Suite 800
Bethesda, Maryland 20814

Attn. Jerald S. Cohn, Esq.

If to Escrow Agent: Arthur Konopka Law Offices
4530 Wisconsin Avenue, N.W., Suite 300

Washington, D.C. 20016

Attn. Arthur Konopka, Esq.

or to such other substitute address and/or addressee as any party hereto shall designate by written notice to the other party in accorda
the terms of this paragraph; provided, however, that no such notice of change of address and/or addressee shall be effective unless ar
actually received by the party to whom such notice is sent.

21. MEMORANDUM OF CONTRACT. Upon execution of this Agreement, Seller and Purchaser shall execute and deliver a
Memorandum of Real Estate Purchase Agreement (the “Memorandum of Contract”) in the form attached hereto as Exhibit G. Purchase
thereupon cause the Memorandum of Contract to be recorded against the Property to provide notice of the existence of this Agreemen

22. MONTGOMERY COUNTY PROVISIONS.
A. Master Plan Disclosures.

(i) Seller has offered the Purchaser the opportunity to review the applicable master plan and municipal land use plan for the a
which the Property is located and any adopted amendment.

(ii) Seller has informed Purchaser that amendments affecting the plan may be pending before the County Planning Board or t
County Council or a municipal planning body.

(iif) Purchaser has waived the right to review each plan and adopted amendment.

(iv) Purchaser understands, that to stay informed of future changes in county or municipal land use plans, Purchaser should ¢
the County Planning Board and the appropriate municipal planning body.

B. Water and Sewer Disclosures.
(i) Seller has provided to Purchaser the all information required by §840-10A(a) of the
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Montgomery Code (or Seller has informed Purchaser that Seller does not know the information required by said §40-10A(a)), including
following: (i) whether the Property is connected to, or has been approved for connection to, a public water and sewer system, (ii) the sc
any, of potable water for the Property, (iii) whether an individual sewage disposal system has been constructed on the Property or appt
disapproved for construction, (iv) the water and sewer service area category or categories that currently apply to the Property, and a br
explanation of how each category affects the availability of water and sewer service to the Property, (v) any recommendations in the ay
master plan regarding water and sewer service to the Property, and (vi) the status of any pending water and sewer comprehensive plal
amendments or service area category changes that would apply to the Property.

(i) Purchaser understands that, to stay informed of future changes in County or municipal water and sewer changes, Purchas
consult the County Planning Board, the Washington Suburban Sanitary Commission, the Department of Permitting Services, or the
of Environmental Protection, or any appropriate municipal planning board or water and sewer body.

C. Subdivision Plat. Purchaser acknowledges that, due to the pending subdivision process, Purchaser will not receive a copy of :
of subdivision in which the Property is located and no plat of subdivision will exist on the date of Closing.

D. Airports, Heliports Disclosures. Purchaser hereby acknowledges that Seller has disclosed to Purchaser the relative location o
airport or heliport, as defined in the Montgomery County Zoning Ordinance, existing within a five-mile radius of the Property.

E. Special Protection Area Disclosures. Seller has disclosed to Purchaser whether the Property is located in an area designated
special protection area under §19-62 of the Montgomery County Code. If the Property is located in a “special protection area,” Purchas
understands that special water quality measures and certain restrictions on land uses and impervious surfaces may apply to the Prope

[ Signatures Commence on Next Page
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IN WITNESS WHEREOF, the Parties hereto hereby ratify, accept and agree to the above and acknowledge it to be our Agreement
day and year first hereinabove written.

PURCHASER!

UNITHER PHARMACEUTICALS, INC., a Delaware corporati

By: /sl Martine Rothblatt, Ph.L
Name Martine Rothblatt, Ph.C
Title: CEO

Date: October 31, 20C
SELLER:
MONTGOMERY COUNTY, MARYLAND

By: s/ William Money

William Mooney
Assistant Chief Administrative Office

Date: November 20, 20(

APPROVED AS TO FORM AND LEGALITY

By: /sl Diane R. A. Jone

Diane R. A. Jone
Date: November 14, 200
11
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EXHIBIT E

After recording, return to:

RESTRICTIVE COVENANT
AND REPURCHASE AGREEMENT

THIS RESTRICTIVE COVENANT AND REPURCHASE AGREEMENT (this “Agreement”) is made as of thisday of , 200
__, by and between MONTGOMERY COUNTY, MARYLAND, a political subdivision of the State of Maryland (the “County”), and
UNITHER PHARMACEUTICALS, INC., a Delaware corporation (“Unithewhich term shall include the successors and assigns of Un

RECITALS

A. Pursuant to that certain Special Warranty Deed of even date herewith, the County conveyed to Unither all the County’s right, title
interest in and to that certain parcel of real property located in Montgomery County, Maryland, more particularly described by Exhibit A
attached hereto (the “Property”).

B. Unither has proposed to construct certain improvements on the Property.

C. The County and Unither agreed to enter into this Agreement in order to ensure that the Construction Covenant and the Permittec
Covenant (as hereinafter defined) as set forth in this Agreement (i) will, during the Effective Period (as hereafter defined), run with, enc
and burden the Property, and be binding, during the Effective Period, upon Unither and all others who may hereafter obtain any int:
all or any portion of the Property, and (ii) will, during the Effective Period, run to the benefit of the County and be enforceable, in accorc
with the terms of this Agreement, by the County.

NOW, THEREFORE, in consideration of the foregoing recitals and of other good and valuable consideration, the receipt and sufficie
which are hereby acknowledged, the County and Unither do hereby covenant and agree as follows:

1. Definitions

(a)_Additional Investment Costsnean all actual out-gbocket costs paid by Unither to third parties and which are incurred throt
date of the closing of the repurchase for construction, architectural and engineering services and materials in connection with the devel
and construction of the improvements which comprise the Project.

(b) ‘Applicable Law means any federal, state or local law or regulation, or bond covenants for Federal, County Government, or S
bonds, applicable to the parties, the Property and/or this Agreement. Applicable Law includes orders of court or administrative agel
jurisdiction over any of the parties hereto with respect to or affecting Unither or the Property, including without limitation regulatic
requirements imposed by the United States Food and Drug Administration (the “FDA").

(c) Changes in Latvmeans changes in law (including without limitation any Applicable Law) applicable to the development,
construction and/or operation of the Project, including changes in law that would reduce or restrict the density, height or use of the Proj
contemplated by Unither;

(d) _Development Approvalsmeans, as contemplated by Applicable Law, and as may be necessary, any subdivision approval
(including without limitation approval beyond any applicable appeal period of the waiver of certain Subdivision Regulations as requeste
Unither by letter dated August 28, 2003, to the Montgomery County Planning Board of the Maryland-National Capital Park and Plannin
Commission), preliminary plan of subdivision approval, project plan approval, site plan approval, record plat approval and recordation, :
plan enforcement agreements, building permits, storm water management approvals, sediment control permits, utility connections and
other permit or governmental or quasi-governmental approval (including without limitation from the FDA) which is necessary to comme
and duly and diligently construct to completion, reconstruct, operate, repair and maintain the Project.
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(e) “Force Majeure” means the following events or circumstances, to the extent that they cause the delay of performance of any
obligation hereunder incurred by Unither and such delay is beyond the reasonable control of and could not be reasonably anticipated o
accommodated by Unither:

« Strikes or lockouts (excluding the general contrastadrkforce) or inability to procure materials or suitable substitute mater
failure of utilities necessary for performan

* Changes in Law
» Delays in obtaining Development Approvals for the development, construction and/or operation of the Project, including the
imposition of conditions to Development Approvals that materially and adversely affect Unither’s ability to construct the Proje

contemplated by Unithe

« Acts of God, tornadoes, hurricanes, floods, sinkholes, fires and other casualties, landslides, earthquakes, and abnormally in
weather for the are

» Acts of war, terrorism, blockades, insurrection, riots, civil disturbances, or national calamiti
« Other acts or circumstances to the extent they would otherwise customarily constitute a Force Majel

« Force Majeure shall not include matters which increase cost but do not caus

() ‘Permitted Usé'smeans the utilization of the Project for the Silver Spring Ovarian Cancer Laboratory, other biotechnology or
laboratory purposes, and/or other uses supporting the primary use, including without limitation administrative offices and storage.

(9) _Project means all improvements now or hereafter constructed on the Property from time to time. The initial phase of the Proj
shall include construction of approximately 37,000 square feet (and containing approximately 30,000 square feet of FAR) of laboratory
related administrative laboratory space, and related administrative and ancillary uses.

(h) _Repurchase Pri¢ameans the amount equal to the sum of (i) one hundred percent (100%) of the Purchase Price paid by Unith
the County for the Property, which is an amount equpM&O MILLION EIGHT HUNDRED EIGHTY THOUSAND AND NO/100
DOLLARS ($2,880,000.00), plus (ii) Additional Investment Costs.

2. Construction Covenant

(a) Unither hereby covenants and agrees that the initial phase of the Project shall be “Substantially Completed” by the date (the
“Substantial Completion Date”) which is no later than the later to occur of (i) October 1, 2007, or (ii) the date which is two (2) years afte
issuance of the Development Approvals. Notwithstanding the foregoing, the Substantial Completion Date shall be extended one (1) da
each day that the construction of the initial phase of the Project cannot be undertaken or Substantially Completed due to events of Fort
Majeure.

(b) For purposes of paragraph 2(a) above, the initial phase of the Project shall be deemed to be “Substantially Completed” on th
that Unither’s architect shall execute a certificate of substantial completion certifying, in part, that construction of the initial phase of the
Project has been substantially completed and is available for occupancy (subject to issuance of a certificate of use and occupancy by t
Montgomery County Department of Permitting Services) for one or more of the Permitted Uses.

(c) Promptly after the initial phase of the Project has been Substantially Completed, upon request made by Unither to the County
County shall execute a written release of the Construction Covenant to be recorded among the Land Records of Montgomery County,
Maryland.

3. Permitted Uses Covenant

(a) Unither hereby covenants and agrees that, commencing on the date of issuance of a certificate of use and occupancy for the
phase of the Project and continuing through the last day of the Effective Period (as hereinafter defined), the primary use of the Project
restricted to one or more of the Permitted Uses unless otherwise approved by the County, such approval not to be unreasonably withhe
conditioned or delayed (the aforesaid covenant is hereinafter referred to as the “Permitted Uses Covenant”). Nothing herein shall be de
prohibit Unither from leasing or
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licensing all or a portion of the Property (or to consent to any sublease) to related or third party tenants, subtenants or licensees so lon
said tenant, subtenant or licensee, as the case may be, is obligated by the term of its lease, sublease or license to use its premises sol
or more of the Permitted Uses.

(b) Notwithstanding anything to the contrary set forth in this Agreement, in the event that a Change in Law shall occur which
materially limits any of the Permitted Uses, and said Change in Law was not initiated by Unither or acquiesced by Unither, then this
Agreement shall thereupon automatically terminate (including without limitation the Construction Covenant and the Permitted Use Covze
and be of no further force or effect. Upon request made by Unither to the County after the effective date of such a Change on Law, the
shall promptly execute a written release of this Agreement to be recorded among the Land Records of Montgomery County, Maryland.

4. Default under Construction Covenant; Remedy

(a) A “Construction Covenant Event of Defashall be deemed to have occurred under this Agreement after the occurrence of
following:

(i) A violation of the covenant set forth paragraph 2(a) above shall have ocand

(i) the County shall have provided to Unither a written notice of default describing the alleged violation in reasonable detail (the
“Notice of Construction Covenant Def¢’); and

(i) Unither has failed to cure said violation within ninety (90) days after Unither’s receipt of the Notice of Construction Covenant
Default (or, if the cure of the violation cannot reasonably be cured within said 90-day period and if Unither has commenced ¢
to cure said violation within said 90-day period and continues diligently to pursue said cure, such longer time as may be reas
necessary to cure such violation) (said cure perioc“Cure Perio”).

(b) The County’s sole and exclusive remedy in the event of an occurrence of a Construction Covenant Event of Default shall be 1
to repurchase the entire Property (including the then-existing improvements), strictly in accordance with the provisions set forth in
subparagraphs 4(b)(i) through (iv) below (the “Repurchase Right”).

(i) The County shall exercise the Repurchase Right by providing written notice to Unither (the “Exercise Notice”) no more thar
(30) days after the expiration of the Cure Period. If the County shall fail to provide the Exercise Notice within said thirty (30) day period,
County shall be deemed to have waived its right to exercise its Repurchase Right with respect to said Construction Covenant Event of

(i) Upon exercise of the Repurchase Right, the County shall repurchase the Property (including without limitation any improve
constructed thereon) but excluding all personal property located thereon or therein) at the Repurchase Price. The County’s repurchase
shall exclude all of Unithes’ personal property located on the Property (other than such fixtures and other items of personal property
included as part of the Additional Investment Costs), which personal property shall be removed by Unither prior to the closing of the
repurchase and shall all times remain the property of Unither unencumbered by this Agreement. Unither shall exercise due care in the
of its personal property from the Property and Unither shall be responsible for the costs of repairing any damage caused to the imp
a result of such removal. In the event that the Repurchase Price includes payment for documents, warranties, plans and/or specificatio
to the Project and stored or maintained at a location other than the Property, Unither will, to the extent of its ownership rights therei
cause copies of such construction documents, warranties, plans and/or specifications to be delivered to the County at one or more loce
be prescribed by the County.

(i) The closing on the repurchase shall occur on a date after the date of the Exercise Notice that is mutually satisfactory to Ui
and the County, but in no event shall such closing occur more than one hundred eighty (180) days after the date of the Exercise Notice
closing of the repurchase (i) Unither will, by special warranty deed, convey to County all of Unither’s right, title, and interest in the Propt
and all improvements thereon, free and clear of all liens and encumbrances except the title exceptions listed as “Permitted Exceptions”
deed to Unither from the County and any other easements, covenants and restrictions encumbering the Property that Unither acce
closing; and (ii) the County shall pay to Unither the Repurchase Price by wire transfer of funds pursuant to wire instructions to be provi
the County prior to the closing of the repurchase. If the County provides the Exercise Notice but fails, for any reason other than a breac
default by Unither, to close on the repurchase as aforesaid, the County shall waive all of its rights to repurchase the Property and this
Agreement (including the Construction Covenant, the Permitted Uses Covenant, and the
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Repurchase Right) shall be deemed terminated without further action by any party, and Unither may thereafter sell, use or lease the Pr
free and clear thereof.

(iv) Upon closing on the repurchase and the payment by the County to Unither of the Repurchase Price, the County and Unitt
that each shall be released of any and all liability to the County with respect to the Property, including without limitation arising by virtue
this Agreement.

5. Default under Permitted Uses Covenant; Remedy

(a) A “Use Covenant Event of Default” shall be deemed to have occurred under this Agreement after the occurrence of all of the
following:

(i) A violation of the covenant set forth paragraph 3(a) above shall have ociand

(il the County shall have provided to Unither a written notice of default describing the alleged violation in reasonable detail (the
“Notice of Defaul"); and

(i) Unither has failed to cure said violation within ninety (90) days after Urstheceipt of the Notice of Default (or, if the cure of
violation cannot reasonably be cured within said 90-day period and if Unither has commenced action to cure said violation w
said 90-day period and continues diligently to pursue said cure, such longer time as may be reasonably necessary to cure sl
violation).

(b) The County’s sole and exclusive remedy in the event of an occurrence of a Use Covenant Event of Default shall be to enforc
Permitted Use Covenant by seeking from the Circuit Court for Montgomery County, Maryland, an appropriate injunction to enjoin the
violation of the Permitted Uses Covenant. Unither acknowledges that, upon a violation of the Permitted Uses Covenant, the County wo
suffer damages that would not be compensated adequately by the award of money damages or other remedy at law alone. According|y
agrees that the issuance of an injunction enjoining the violation of Permitted Uses Covenant would be appropriate. Unither shall raise r
defense to any petition for an injunction sought by the County under this subparagraph except to argue, if appropriate, that the use in g
is, in fact, one of the Permitted Uses. In the event of an occurrence of a Use Covenant Event of Default, (i) the County shall have no ric
seek monetary damages and the County hereby waives any such right, and (ii) the County would have no right to repurchase the Prop
any portion thereof).

6. Effective PeriodThis Agreement shall be valid commencing on the date of this Agreement and shall terminate automatically (and
without the need for any further documentation to be executed or recorded by any party) on the date that is seven (7) years after the in
and occupancy certificate for the initial phase of the Project is issued by Montgomery County, Maryland (the “Effective Bpoiod&ques
made by Unither to the County after the Effective Period has expired, the County shall promptly execute a written release of this Agree
be recorded among the Land Records of Montgomery County, Maryland.

7. Benefit and BurderEach provision of this Agreement is, during the Effective Period, (i) an equitable servitude upon and a covena
running with, encumbering and burdening, during the Effective Period, the Property and (ii) binding upon Unither and all others who me
hereafter obtain any interest in or to all or any portion of the Property. Each provision of this Agreement is, during the Effective Period,
enforceable (only as permitted by paragraphs 4 and 5 of this Agreement, as applicable) by the County.

8. Governing Law This Agreement, the rights and obligations of the parties hereto, and any claims or disputes relating thereto shall
governed by and construed in accordance with the laws of the State of Maryland. In the event of any dispute arising with respect to this
Agreement, the parties agree that venue shall be in the Circuit Court for Montgomery County, Maryland.

9. Naotices Any notices, consents or other communications required or permitted to be given pursuant to this Agreement must b
and shall be deemed to have been delivered (a) if delivered in person or via courier, when received at the address of the person to whc
is given, (b) if sent by a nationally recognized overnight delivery service (e.g., Federal Express, UPS, Airborne Courier), on the first (1s
business day after receipt by such delivery service for overnight delivery, or (c) if sent by certified United States Mail (except where act
receipt is specified in this Agreement), on the earlier of the date actually received or two (2) business days after deposited in a recepta
provided by the United States Post Office, addressed to the intended Parties at the following respective addresses:

15

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1145, p. 111 of 123



If to the County: Montgomery County Governme
Chief Administrative Officel
101 Monroe Street, Second Flc
Rockville, Maryland 2085!

With a copy that does not constitute notice

Montgomery County Governme

Department of Public Works and Transportal
101 Monroe Street, 1" Floor

Rockville, Maryland 2085!

Attention: Director

With a copy that does not constitute notice

Montgomery County Governme
Department of Economic Developme
101 Monroe Street, 1" Floor
Rockville, Maryland 2085!

Attention: Directot

With a copy that does not constitute notice

County Attorney for Montgomery County, Maryla
101 Monroe Street, ™ Floor

Rockville, Maryland 2085!

Attn.: County Attorney

If to Unither: Unither Pharmaceuticals, In
1110 Spring Stree
Silver Spring, Maryland 2091
Attn: General Counst

With a copy that does not constitute notice

Holland & Knight LLP

3 Bethesda Metro Center, Suite ¢
Bethesda, Maryland 208:

Attn. Jerald S. Cohn, Es

or to such other substitute address and/or addressee as any party hereto shall designate by written notice to the other party in accorda
the terms of this paragraph; provided, however, that no such notice of change of address and/or addressee shall be effective unless ar
actually received by the party to whom such notice is sent.

10. Binding Effect; SurvivalThis Agreement shall be binding, during the Effective Period, upon Unither and all others who may here
obtain any interest in or to all or any portion of the Property.

11. Partial Invalidity If any provision of this Agreement or the application of any such provision to any person or circumstance shall |
invalid or unenforceable, the remainder of this Agreement, and the application of that provision to persons or circumstances other than
to which it is held invalid or unenforceable, shall not be affected, and each provision of this Agreement shall be valid and enforceable t
fullest extent permitted by law.

12. InterpretationThe article and section headings used in this Agreement are for convenience only and shall not enter into the
interpretation of this Agreement. If any date upon which action is required under this Agreement shall be a Saturday, Sunday, or legal
the date for such action shall be extended to the first regular business day after such date which is not a Saturday, Sunday or legal hol
Recitals set forth in this Agreement are incorporated into and made a part of this Agreement.

13. No ThirdParty BeneficiariesNo party other than the County shall have any rights under this Agreement, as third-party beneficiar
or otherwise.
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14. Entire DeclarationThis Agreement contains the entire agreement between the parties regarding the subject matter of this Agree
There are no promises, agreements, conditions, undertakings, warranties, or representations, oral or written, express or implied, betwe
parties relating to the subject matter hereof, other than as set forth in this Agreement. This Agreement is intended by the parties to be ¢
integration of all prior or contemporaneous promises, agreements, conditions, negotiations, and undertakings between them. This Agre
shall not be construed more strictly against one party than against the other party merely because its may have been prepared by «
of the parties, it being recognized and agreed that all parties are thoroughly familiar with the terms and provisions of this Agreement an
together with their respective counsel, have actively participated in the preparation of this Agreement.

15. Modifications, Waivers, and Consenitdodifications, waivers, and consents respecting this Agreement shall only be binding if in
writing and signed by Unither (or its successor or assigns) and the County. In addition, no modification of this Agreement shall be effec
unless and until duly recorded among the Land Records of Montgomery County, Maryland.

16. No PartnershipThis Agreement is not intended to, and does not, create a joint venture, partnership, or any other similar relation:
between the parties.

17. No Waiver Except as otherwise expressly provided in this Agreement, (i) no delay or omission by the County in exercising any 1
or power accruing upon Unither’s non-compliance with or failure to perform any of the provisions of this Agreement shall impair or be
construed to be a waiver of any such right or power, and (ii) a waiver by the County of any of the obligations of Unither under this Agre«
in one instance shall not be construed to be a waiver of any subsequent breach of that obligation or a waiver of any other term, covena
condition of this Agreement.

18. Estoppel Certificate§he County shall, without charge, at any time and from time to time hereafter, within twenty (20) days after
written request of Unither, certify by written instrument, duly executed and acknowledged, to any mortgagee, proposed mortgagee, pro
purchaser or proposed tenant (collectively, the “Addressee”): (i) whether this Agreement has been supplemented or amended, and, if s
substance and manner of the supplement or amendment; (ii) whether any default exists under this Agreement, and, if so, a description
such default; (iii) whether any offsets, counterclaims or defenses exist on the part of the responding party with respect to its obligations
this Agreement, and, if so, the nature and amount of such offsets, counterclaims or defenses; and (iv) such other matters as maybe ree
requested. Subject to the foregoing, any such certification shall be in form and substance acceptable to the County and shall provide tt
certificate is for the sole benefit of the Addressee and may not be relied upon by any other person or entity. The certificate shall estop t
County from asserting a defense or claim against the Addressee that is inconsistent with the facts contained in the certificate, but only |
extent the Addressee relied upon the statement of fact and had no actual knowledge of any facts that were inconsistent with the facts c
in the certificate. Regardless of any inaccuracy or misstatement contained therein, said certificate shall create no liability on the part of
County to the Addressee.

19. RecordationUnither shall pay all costs of recording this Agreement, including, without limitation, the costs of tax certificates, not
fees, documentary stamps, all transfer and recordation taxes, and recording charges.

20. _CounterpartsThis Agreement may be executed in one or more counterparts, each of which shall be an original but all of which s
constitute one and the same instrument.

[ SIGNATURES COMMENCE ON NEXT PAGE
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IN WITNESS WHEREOF, the parties have caused this Restrictive Covenant and Repurchase Agreement to be executed as of the ¢
written date.

UNITHER:
UNITHER PHARMACEUTICALS, INC., a Delaware corporati

By:

Name

Title:

COUNTY:
MONTGOMERY COUNTY, MARYLAND

By:

Douglas M. Duncar
County Executive

APPROVED AS TO FORM AND LEGALITY

By:
Date: , 2003
STATE OF MARYLAND )
):ss
COUNTY OF MONTGOMERY )
On this day of , 2003, before me, personally appeared Douglas M. Duncan, who acknowledged himself to be the Count

Executive of Montgomery County, Maryland, a political subdivision of the State of Maryland, and that he, as said as County Executive,
executed the foregoing Restrictive Covenant and Repurchase Agreement for the purposes therein contained.

IN WITNESS WHEREOF, | hereunto set my hand and official seal.

Notary Public

My Commission Expires
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THIS IS TO CERTIFY that the within instrument has been prepared by or under the supervision of the undersigned Maryland attorni

Jerald S. Coh
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Exhibit-21
Subsidiaries of the Registrant

SUBSIDIARIES OF THE REGISTRANT
Lung Rx, Inc., a Delaware Corporation
Unither Telemedicine Services Corp., a Delaware Corporation
Unither Pharmaceuticals, Inc., a Delaware Corporation
United Therapeutics Europe, Ltd., a United Kingdom Company
Unither Pharma, Inc., a Delaware Corporation
Medicomp, Inc., a Delaware Corporation
Unither Nutriceuticals, Inc., a Delaware Corporation
Unither.com, Inc., a Delaware Corporation

Lung Rx, Ltd, a United Kingdom Compa
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Exhibit 23.1
Consent of Ernst & Young LLP

Consent of Ernst & Young LLP, Independent Auditors

The Board of Directors
United Therapeutics Corporation:

We consent to the incorporation by reference in the Registration Statements (Form S-8 Nos. 333-108169, 333-569224dr8) 88BHitec
Therapeutics Corporation of our report dated February 20, 2004, with respect to the consolidated financial statements and schedules o
Therapeutics Corporation listed in Item 15(a) included in the Annual Report (Form 10-K) for the year ended December 31, 2003.

/sl Ernst & Young LLF

McLean, Virginia
March 8, 200«
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Exhibit 23.2

Independent AuditotsReport and Consent

The Board of Directors
United Therapeutics Corporation:

The audits referred to in our report dated February 28, 2003, included the related financial statement schedule for each of the years in’
year period ended December 31, 2002, included in this annual report on I-K of United Therapeutics Corporation. This financial
statement schedule is the responsibility of the Company’s management. Our responsibility is to express an opinion on this financial sta
schedule based on our audits. In our opinion, such financial statement schedule, when considered in relation to the basic consolidated
statements taken as a whole, presents fairly in all material respects the information set forth therein.

We consent to the incorporation by reference in the registration statements (No. 333-95419, No. 333-56922 and No. 333-108169) on F
of United Therapeutics Corporation of our reports dated February 28, 2003, with respect to the consolidated balance sheet of United
Therapeutics Corporation and subsidiaries as of December 31, 2002, and the related consolidated statements of operations, stockhold
equity, and cash flows for each of the years in the two-year period ended December 31, 2002, and the related financial statement sche
which reports appear in the December 31, 2003 annual report on Form 10-K of United Therapeutics Corporation.

Our report on the consolidated financial statements refers to the Company’s adoption of Statement of Financial Accounting Standards |
“Goodwill and Other Intangible Assets”effective January 1, 2002.

/sl KPMG LLP

McLean, Virginia
March 9, 200«
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13a -14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934

I, Martine A. Rothblatt, certify that:

1. | have reviewed this annual report on Forr-K of United Therapeutics Corporatic

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessa
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to th
covered by this report

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented i

4. The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (
defined in Exchange Act Rules -15(e) and 15-15(e) for the registrant and ha

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under o
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
by others within those entities, particularly during the period in which this report is being pre

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and presented in this report our conclusions .
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such e

¢) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant

most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the regist’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equiva
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
reasonably likely to adversely affect the regisf's ability to record, process, summarize and report financial information

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reportin

Date: March 12, 200

/sl Martine A. Rothblat

By: Martine A. Rothblatt, Ph.C
Title: Chairman and Chief Executive Offic
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Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13a -14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934

I, Fred T. Hadeed, certify that:

1.

2.

I have reviewed this annual report on Forr-K of United Therapeutics Corporatic

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessa
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to th
covered by this repor

. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material

respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented i

. The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (

defined in Exchange Act Rules -15(e) and 15-15(e) for the registrant and ha

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under ¢
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
by others within those entities, particularly during the period in which this report is being pre

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and presented in this report our conclusions .
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such e

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the regist’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equiva
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
reasonably likely to adversely affect the regisr's ability to record, process, summarize and report financial informatiol

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reportin

Date: March 12, 200

Is/ Fred T. Hadee

By: Fred T. Hadee
Title: Executive Vice President for Busine
Development and Chief Financial Offic
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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 annual report of United Therapeutics Corporation (the “Company”) on Form 10-K for the period ending Decembe
2003 as filed with the Securities and Exchange Commission on or about March 12, 2004 (the “Report”), I, Martine A. Rothblatt, Chief
Executive Officer of the Company, certify, to the best of my knowledge, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully compiles with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of il
Company

/s/ Martine A. Rothblat

Martine A. Rothblat

Chairman and Chief Executive Offic
United Therapeutics Corporatis
March 12, 200:

THE FOREGOING CERTIFICATION IS BEING FURNISHED SOLELY PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY
ACT OF 2002 AND IS NOT BEING FILED AS PART OF THE FORM 10-K OR AS A SEPARATE DISCLOSURE DOCUMENT.

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906, OR OTHER DOCUMENT
AUTHENTICATING, ACKNOWLEDGING, OR OTHERWISE ADOPTING THE SIGNATURE THAT APPEARS IN TYPED FORM
WITHIN THE ELECTRONIC VERSION OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906, HAS BEEN PROVIDED TO
UNITED THERAPEUTICS CORPORATION AND WILL BE RETAINED BY UNITED THERAPEUTICS CORPORATION AND
FURNISHED TO THE SECURITIES AND EXCHANGE COMMISSION OR ITS STAFF UPON REQUEST.
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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 annual report of United Therapeutics Corporation (the “Company”) on Form 10-K for the period ending Decembe
2003 as filed with the Securities and Exchange Commission on or about March 12, 2004 (the “Report”), |, Fred T. Hadeed, Chief Finan

Officer of the Company, certify, to the best of my knowledge, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully compiles with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of il
Company

/s/ Fred T. Hadeed

Fred T. Hadee

Executive Vice President for Business Developn
and Chief Financial Office

United Therapeutics Corporatis

March 12, 200¢

THE FOREGOING CERTIFICATION IS BEING FURNISHED SOLELY PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY
ACT OF 2002 AND IS NOT BEING FILED AS PART OF THE FORM 10-K OR AS A SEPARATE DISCLOSURE DOCUMENT.

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906, OR OTHER DOCUMENT
AUTHENTICATING, ACKNOWLEDGING, OR OTHERWISE ADOPTING THE SIGNATURE THAT APPEARS IN TYPED FORM
WITHIN THE ELECTRONIC VERSION OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906, HAS BEEN PROVIDED TO
UNITED THERAPEUTICS CORPORATION AND WILL BE RETAINED BY UNITED THERAPEUTICS CORPORATION AND
FURNISHED TO THE SECURITIES AND EXCHANGE COMMISSION OR ITS STAFF UPON REQUEST.

End of Filing
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