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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

(X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934.

For the fiscal year ended December 31, 2009

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.

For the transition period from to

Commission file number 0-26301

United Therapeutics Corporation

(Exact Name of Registrant as Specified in Its Charter)

Delaware 52-1984749
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organizatiol Identification No.)
1040 Spring Street, Silver Spring, MD 20910
(Address of Principal Executive Office (Zip Code)

(301) 608-9292
Registrant's Telephone Number, Including Area Code

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registere

Common Stock, par value $.01 per share NASDAQ Global Select Market
and associated preferred stock purchase r

Securities registered pursuant to Section 12(g) of the Act:

None
(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Bct. Mesd
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Att. Yés X

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the prece
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(or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 98 daysNo ks

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data File required to be submitted an
pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post suc
files). YesO No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained herein, and will not be contained, to
of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part Ill of this Form 10-K or any amendment to this F@&m 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filocelerated filer, or a smaller reporting company. See definitions of "large acce
filer," "accelerated filer," and "smaller reporting company" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated fileBl Accelerated filerd Non-accelerated fileid Smaller reporting compania
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Adf). Y& X

The aggregate market value of the Common Stock held by non-affiliates of the registrant, based on the closing pr3 280Ryres reported by the NASDAQ Global Select M:
was approximately $1,923,449,000.

The number of shares outstanding of the issuer's common stock, par value $0.01 per share, as of February 19, 2010, was 54,608,343.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant's definitive proxy statement for the registrant's 2010 annual meeting of shareholders scheduled to be held on June 28, 2010, are incorporated by refe
Part Ill of this Form 10-K.
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PART I
ITEM 1. BUSINESS

We are a biotechnology company focused on the development and commercialization of unique products to address the unmet me
needs of patients with chronic and life-threatening conditions.

Our key therapeutic platforms are:

. Prostacyclin Analogue, which are stable synthetic forms of prostacyclin, an important molecule produced by the body
powerful effects on blood vessel health and function. Our lead product is Remodulin® (treprostinil) Injection (Remodulin) tc
administered subcutaneously or intravenously for the treatment of pulmonary arterial hypertension (PAH). The United State
Food and Drug Administration (FDA) initially approved Remodulin in 2002 for subcutaneous (under the skin) administratior
Subsequently, the FDA broadened its approval of Remodulin for intravenous (in the vein) use and for the treatment of patie
who require transition from Flolan®, the first drug approved by the FDA for the treatment of PAH. In addition to the United
States, Remodulin is approved in many other countries, primarily for subcutaneous use. In July 2009, the FDA approved
Tyvaso® (treprostinil) Inhalation Solution (Tyvaso), an inhaled prostacyclin therapy for the treatment of PAH. We commenc
commercial sales of Tyvaso in the third quarter of 2009. Our oral tablet of treprostinil diethanolamine is in the later stages c
development. We are also developing modified release beraprost (beraprost-MR), another oral prostacyclin analogue, for t
treatment of PAH;

. Phosphodiesterase Type 5 (P-5) Inhibitors, which act to inhibit the degradation of cyclic guanosine monophosphate (c
in cells. cGMP is activated by nitric oxide (NO) to signal relaxation of vascular smooth muscle. Our PDE-5 inhibitor product
Adcirca® (tadalafil) tablets (Adcirca), a once-daily oral therapy for the treatment of PAH. We acquired certain exclusive
commercialization rights to Adcirca from Eli Lilly and Company (Lilly) in 2008. In May 2009, the FDA approved Adcirca
treatment of PAH. We commenced commercial sales of Adcirca in the third quarter of 2009;

. Monoclonal Antibodieswhich act by targeting tum-associated antigens on cancer cells. We are developing the ant
3F8 MAb and 8H9 MAD for the treatment of neuroblastoma and metastatic brain cancer, respectively. We began a Phase |
clinical trial in the second quarter of 2009 with 3F8 in primary refractory neuroblastoma; and

. Glycobiology Antiviral Agent, which are a novel class of small, st-like molecules that have shown -clinical indications o
efficacy against a broad range of viruses, such as hepatitis C, dengue fever and certain influenza viruses. We are currently
conducting preclinical tests on potential compounds for further development.

We devote most of our resources to developing products within our key therapeutic platforms. We also devote our resources to dev
products in other therapeutic platforms and to the commercialization and further development of telemedicine products and services, pril
for the detection of cardiac arrhythmias (abnormal heart rhythms).

We generate revenues from the sale of Remodulin, Tyvaso and Adcirca (which we refer to as our Commercial Products) and telem
products and services. Our sales and marketing staff for our Commercial Products, which is supplemented by our specialty pharmaceuti
distributors, supports the commercial availability of our Commercial Products in the countries in which they are approved.

United Therapeutics was incorporated in Delaware in June 1996. Our principal executive offices are located at 1040 Spring Street,
Spring, Maryland 20910. We also maintain executive offices at 55 T.W. Alexander Drive, Research Triangle Park, North Carolina 27709
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Unless the context requires otherwise or unless otherwise noted, all references in this Annual Report on Form 10-K to "United
Therapeutics" and to the "company

Our Products

, We',

Our product portfolio includes the following as of February 15, 2010:

us" or "our" are to United Therapeutics Corporation and its subsidiaries.

Mode of
Product Delivery Indication/Market Current Status Qur Territory
Remodulin Continuous Pulmonary arterial hypertension Commercial in the U.S., most of Europe*, Canada, Worldwide
subcutaneou Israel, Australia, Mexico, Argentina and P«
Remodulin Continuous Pulmonary arterial hypertension Commercial in the U.S., Canada, Israel, Mexico, Worldwide
intravenous Argentina and Per
Tyvaso Inhaled Pulmonary arterial hypertensi Commercial in the U.S Worldwide
Adcirca (tadalafil) Tablet Oral Pulmonary hypertensic Commercial in the U.S. and Puerto R United States/Puerto Ri
CardioPAL®SAVI and Deciphe Telemedicine Cardiac arrhythmias and ischemic heart Commercial in the U.S. Worldwide
Cardiac Monitors diseast
CardioPAL SAVI Wireless Telemedicine Cardiac arrhythmias and ischemic heart Commercial in the U.S. Worldwide
Cardiac Event Monitor diseast

Oral Treprostinil Oral Pulmonary arterial hypertensi Phase IlI Worldwide
Berapros-MR Oral Pulmonary arterial hypertensi Phase I| North America/Europ:
3F8 MAb Intravenous Neuroblastomi Phase || Worldwide

Oral Treprostinil Oral Peripheral vascular disea Phase I| Worldwide
Aviptadil Inhaled Pulmonary hypertension and other Phase Il Worldwide

pulmonary disease
8H9 MADb Intravenous Metastatic brain canct Phase Worldwide
IW001 Oral Idiopathic Pulmonary Fibrosis and Phase | Worldwide
Primary Graft Dysfunctiol
Glycobiology Antiviral Agents Oral Hepatitis C and other infectious disea  Pre-Clinical Worldwide
* We have obtained approval in 23 member countries of the European Union (EU), as well as in certain European countries that are not members of the EU. We have receiv

approval letters and pricing approval in most of these countries.

Pulmonary Arterial Hypertension

PAH is a life-threatening disease that affects the blood vessels in the lungs and is characterized by increased blood pressure from
to the lungs. The elevated pressure in the pulmonary arteries strains the right side of the heart as it pumps blood to the lungs, which eve
leads to right heart failure and, ultimately, death. PAH is characterized by structural changes in blood vessel walls, the aggregation of plz
and an alteration of smooth muscle cell function. It is estimated that PAH affects between 100,000 and 200,000 individuals worldwide. Ir

years, as awareness of PAH |
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grown, we have seen an increase in the number of people diagnosed with the disease. However, only a small fraction of patients with P/
being treated due to the rarity of the disease and the complexity of diagnosing it. There is scientific interest in identifying easier, less inve
methods of diagnosing PAH. If this research is successful, more patients could be diagnosed at an earlier stage of the disease.

The complexity of diagnosing PAH reflects in part the current uncertainties surrounding the etiology and pathophysiology of the cor
Currently, treatment of PAH focuses on three distinct molecular pathways that have been implicated in the disease process: the endothe
pathway, the nitric oxide (NO) pathway, and the prostacyclin pathway.

. Endothelin Receptor Antagonist®2 AH patients have been shown to have elevated levels of ET-1, a naturally occurring
substance in the body that causes constriction and structural changes of the pulmonary blood vessels. Therefore, one este
therapeutic approach has been to block the action of endothelin with drugs that are known as endothelin receptor antagoni
(ETRAS).

. PDE-5 Inhibitors. Patients with PAH have also been shown to have reduced levels of the enzyme responsible for prod
a naturally occurring substance in the body that causes relaxation of the pulmonary blood vessels. NO produces this effect
increasing intracellular levels of an intermediary known as cyclic guanosine monophosphate (cGMP). Therefore, another
established therapeutic approach has been to inhibit the degradation of cGMP, using drugs that are known as PDE-5 inhib

. Prostacyclin Analogue: Finally, patients with PAH have been shown to have reduced levels of prostacyclin, a n
occurring substance that has the effect of relaxing the pulmonary blood vessels, preventing platelet aggregation, and it
proliferation of smooth muscle cells in the pulmonary vessels. Therefore, drugs that mimic the action of prostacyclin, knowi
prostacyclin analogues, are also established PAH treatments.

Because any or all of these three pathways may be therapeutic targets in a patient, the described three classes of drugs are used alone
sometimes in combination to treat patients with PAH. We currently market Remodulin and Tyvaso, prostacyclin analogues, and Adcirca,
5 inhibitor, for the treatment of PAH.

Remodulin

Our lead product for treating PAH is Remodulin (treprostinil) Injection, the main ingredient of which is treprostinil, a prostacyclin
analogue. We sell Remodulin to our specialty pharmaceutical distributors in the United States at a discount from an average wholesale |
recommended by us, and to our international distributors at a transfer price set by us. We recognized approximately $331.6 million,
$269.7 million and $200.9 million in Remodulin revenues, representing 90%, 96% and 95% of our net revenues in 2009, 2008 and 2007
respectively. In May 2002, Remodulin was approved by the FDA as a continuous subcutaneous infusion for the treatment of PAH in pati
with New York Heart Association (NYHA) Class II-IV (moderate to severe) symptoms. In November 2004, the FDA expanded its approv:
permit continuous intravenous infusion of Remodulin for patients who cannot tolerate subcutaneous infusion. In March 2006, the FD
its approval to include transition of patients to Remodulin from Flolan® (epoprostenol), the firsigfidéved prostacyclin therapy for PAH
reduce the rate of clinical deterioration. Remodulin is also approved as a continuous subcutaneous infusion treatment for various forms ¢
in 33 countries throughout the world, and as a continuous intravenous infusion treatment for various forms of PAH in Canada, Israel, Me
Peru and Argentina. Applications for approval for both subcutaneous and intravenous Remodulin are under review in other countries. Wi
continue to work on expanding Remodulin commercialization to other new territories, including Japan.

5
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Flolan is delivered continuously through a surgically implanted intravenous catheter connected to an external pump. Flolan is appro
the treatment of patients with certain subsets of late-stage PAH. Generic formulations of Flolan are also available. We believe Remoduli
provides patients with a less invasive alternative to Flolan and its equivalents. In contrast to Flolan, Remodulin is stable at room tempere
lasts significantly longer inside the human body. These attributes allow for safer and more convenient drug delivery to patients. Unlike Fl
Remodulin can be delivered by subcutaneous infusion with a pager-sized miniature pump. Subcutaneous delivery of Remodulin also elir
the risk of central venous catheter infection and the hospitalization required to begin intravenous infusion. Remodulin's extended presen
body may also reduce the risk of rebound PAH, and possibly death, if treatment is abruptly interrupted. The stability of Remodulin also a
to be packaged as an aqueous solution, so patients do not have to mix the drug, as they do with Flolan. Remodulin can be continuously
for up to 48 hours before refilling the infusion pump, unlike Flolan, which must be mixed and refilled every 24 hours. Treprostinil, the acti
ingredient in Remodulin, is highly soluble in an aqueous solution, which enables us to manufacture Remodulin in highly concentrated so
This allows therapeutic concentrations of Remodulin to be delivered at low flow rates via miniaturized infusion pumps for both subcutane
and intravenous infusion. Lastly, Remodulin does not require the patient to keep the drug cool during infusion. This eliminates the need 1
cooling packs or refrigeration to keep it stable, as is required with Flolan due to Flolan's chemical instability at room temperature.

In June 2008, the FDA approved a generic version of Flolan, developed by GeneraMedix, Inc. (GeneraMedix), that is stable at roon
temperature, but still shares all of Flolan's other attributes including, but not limited to, risk of central venous catheter infection, required
hospitalization at the start of treatment, shorter half-life increasing risk of rebound PAH, mixing, greater frequency of pump refills and lar
pump size. In February 2009, GeneraMedix licensed the commercial rights for its generic Flolan to Actelion Pharmaceuticals Ltd (Actelic
Actelion also markets Tracleer® and Ventavis® for the treatment of PAH.

There are noteworthy adverse events associated with Remodulin. When infused subcutaneously, Remodulin causes varying degre
infusion site pain and reaction (redness and swelling) in most patients. Patients who cannot tolerate the site pain related to use of subcu
Remodulin may instead use intravenous Remodulin. Intravenous Remodulin is delivered continuously by an external pump through a su
implanted central venous catheter, similar to Flolan. When delivered intravenously, Remodulin bears the risk of a serious bloodstream in
known as sepsis, as does Flolan.

In January 2007, the results of a prospective, open-label study demonstrated that stable patients with PAH can be safely transitione
Flolan to intravenous Remodulin using a rapid switch protocol.

FDA Approval of Subcutaneous and Intravenous Remodulin

We filed a New Drug Application with the FDA for Remodulin in late 2000. In May 2002, the FDA approved Remodulin as a continu
subcutaneous infusion for the treatment of PAH in patients with NYHA class II-IV symptoms to diminish symptoms associated with exerc
Remodulin is approved for all types of PAH and is the only PAH prostacyclin analogue therapy approved for patients with NYHA class II-
symptoms.

In July 2003, we opened an Investigational New Drug Application (IND) for the development of Remodulin by intravenous delivt
treatment of PAH. A late 2003 study performed in healthy volunteers established that intravenous and subcutaneous Remodulin were
bioequivalent (meaning that the two routes of infusion result in comparable levels of treprostinil in the blood).

6
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In January 2004, we filed a Supplemental New Drug Application with the FDA to request approval for intravenous Remodulin for the
treatment of PAH. In November 2004, based on data establishing intravenous Remodulin's bioequivalence with the previously approved
subcutaneous Remodulin, the FDA approved intravenous Remodulin for those not able to tolerate subcutaneous infusion.

International Regulatory Review of Subcutaneous and Intravenous Remodulin

Remodulin for subcutaneous use is approved in countries throughout the world. We used the mutual recognition process, describec
fully in Governmental Regulatiorto obtain approval of subcutaneous Remodulin in most countries in the EU. The mutual recognition proc
for subcutaneous Remodulin was completed in August 2005, with positive decisions received from most EU member countries. We with
our applications in the Republic of Ireland (Ireland), Spain and the United Kingdom (UK) following a request for additional document:
these countries. A license variation for intravenous Remodulin will be resubmitted once our compulsory five-year renewal application for
subcutaneous Remodulin is approved, which we believe will occur in the first half of 2010. At that time, we will submit the intravenous
Remodulin license variation to our host nation, France.

Under the named-patient system, we are permitted to import Remodulin into EU member countries for sale to hospitals for use in tr
specifically identified patients. We will continue to sell (but not market) Remodulin under the named-patient system in certain EU membe
countries where Remodulin is not approved. In December 2009, we notified the hospitals and physicians in the UK and Ireland that we v
be providing Remodulin therapy for new PAH patients after March 31, 2010. We will continue to support and provide Remodulin to
PAH patients who start Remodulin therapy prior to March 31, 2010, for as long as it is required for each patient. Antigen International Ltc
of Goldshield Group Ltd.), our Remodulin distributor in the UK and Ireland, is disputing our decision and has filed an arbitration requ
currently in the preliminary stages of the arbitration process.

Tyvaso

We commenced commercial sales of Tyvaso in September 2009. We sell Tyvaso at a discount from an average wholesale price
recommended by us to the same specialty pharmaceutical distributors in the United States that distribute Remodulin. In 2009, we recogt
approximately $20.3 million in Tyvaso revenues, representing 5% of our net revenues. We did not recognize any revenues from Tyvaso
and 2007.

Currently, the only other FDA approved inhaled prostacyclin analogue is Ventavis. Ventavis is marketed by Actelion in the United S
and by Bayer Schering Pharma AG in Europe. The active ingredient in Ventavis, iloprost, has a half-life of approximately 20 to 30 minute
can cause a decrease in systemic blood pressure if the drug is administered at too high a dose. As a result, Ventavis is inhaled via a nel
to nine times per day at a low dose. Per its label, each Ventavis inhalation consists of 4 to 10 minutes of continuous inhalation via the ne
Tyvaso has a longer hdlfe and greater selectivity to the lungs than Ventavis. Thus, patients only need to take Tyvaso four times a da
nine breaths during each two-to-three-minute treatment session. We are conducting an open-label study in the United States to investige
clinical effects of switching patients from Ventavis to Tyvaso. Data is being prepared and has been accepted for presentation at the Ame
Thoracic Society scientific symposia in May 2010.

Tyvaso has been generally well tolerated in our trials, and adverse events appeared to be similar to those previously reported for tr
or due to administration by inhalation. The most common adverse events seen in the trial were transient cough, headache, nausea, dizz
flushing.
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Tyvaso Inhalation System

The Tyvaso Inhalation System, an ultra-sonic nebulizer and related accessories, was exclusively used for administration of Tyvaso
TRIUMPH-1 trial. The Tyvaso Inhalation System is manufactured by NEBU-TEC International Med Products Eike Kern GmbH (NEBU-TI
a German company. The Tyvaso Inhalation System is CE-marked in Europe, which means that the device conforms to EU health and sz
requirements. In December 2008, we entered into an Agreement of Sale and Transfer with NEBU-TEC under which NEBU-TEC would s
us its Tyvaso Inhalation System business and all associated assets and rights upon FDA approval of Tyvaso and the use of the Tyvaso
System with Tyvaso. As specified in the agreement, the closing and the transfer of all the associated assets and rights occurred in
September 2009. Our agreement with NEBU-TEC also gives us the right to purchase their next generation nebulizer, the SIM-Neb. For
additional details on the terms of our agreement with NEBU-TEQYE&J-TEC Agreement of Sale and Trangfelow.

FDA Approval of Tyvaso

In June 2008, we submitted a New Drug Application (NDA) to obtain FDA approval to market Tyvaso for the treatment of PAH in thi
United States. On July 30, 2009, the FDA approved Tyvaso for the treatment of PAH using the Tyvaso Inhalation System. Tyvaso is
increase walk distance in patients with NYHA Class Il symptoms of PAH, which includes multiple etiologies such as idiopathic and famil
PAH, as well as PAH associated with scleroderma and congenital heart disease.

In connection with the Tyvaso approval, we have agreed to a post-marketing requirement (PMR) and certain post-marketing comm
(PMCs). PMRs and PMCs are studies that sponsors conduct after FDA approval to gather additional information about a product's safet:
efficacy, or optimal use. PMRs are required studies; whereas, a sponsor voluntarily commits to conduct PMCs. We are required to provit
FDA annual updates on our PMR and PMCs. Failure to complete the studies or adhere to the timelines set by the FDA for the PMR coul
in penalties, including fines or withdrawal of Tyvaso from the market, unless we are able to demonstrate good cause for not completing t
studies or adhering to our timelines.

In accordance with the PMR, we will conduct a long-term observational study in the U.S. that will include 1,000 patient-years of follc
in Tyvaso-treated patients, and 1,000 patient-years of follow-up in matched control patients receiving other PAH treatments to evaluate t
potential association between Tyvaso and oropharyngeal and pulmonary toxicity. We have submitted a draft protocol of the PMR to"
review, and have committed to submitting the results by December 15, 2013.

The PMC requires us to modify the Tyvaso Inhalation System and perform a usability analysis followed by a human factors study, ¢
will conduct a study in healthy volunteers to collect data to verify expected dosing with the modified device. We have submitted draft pro
for these PMCs to the FDA for review, and we have committed to submitting a supplement to our Tyvaso NDA describing the results no
than October 31, 2010. The human factors study will commence in March 2010; therefore, we believe we are on track to meet the timelir
final report submission.

International Regulatory Review of Tyvaso

In April 2004, the EMA designated Tyvaso an orphan medicinal product for the treatment of both PAH and chronic thromboembolic
pulmonary hypertension. We filed an MAA in December 2008 for Tyvaso and the Tyvaso Inhalation System with the EMA using the
filing process. Se&overnmental Regulatidmelow for further discussion on the centralized filing process for the EU. In February 2010, we
withdrew our MAA from consideration by the EMA due to the EMA's major objection related to findings of hon-compliance with good clini
practice (GCP) at two clinical sites. The EMA stated that these findings would preclude a recommendation for approval of Tyvaso in the

8
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EU. The EMA had no major objections at the time of withdrawal related to the safety or efficacy of Tyvaso.
UT-15C Sustained Release (Oral Treprostinil)
Pulmonary Arterial Hypertension

We are developing a novel salt form of treprostinil, treprostinil diethanolamine for oral administration. We use technology licensed fi
Supernus Pharmaceuticals, Inc. (Supernus), to provide for sustained release of treprostinil in tablets. The tablet coating technology allow
treprostinil to be released into the body through an extremely small hole that is laser-drilled into the coating of each tablet. This technolo
releases treprostinil at a relatively even rate in the gastrointestinal tract. In 2005, a Phase | study of healthy volunteers demonstrated tha
formulation and coating provided sustained blood concentrations of treprostinil for 8 to 10 hours following a single oral dose. This duratic
allow for twice daily dosing. In July 2005, the EMA announced that oral treprostinil had been designated an orphan medicinal product for
treatment of PAH.

In October 2006, we commenced two Phase Ill multi-national, placebo-controlled clinical trials of oral treprostinil in patients with PA
study both safety and efficacy. The FREEDOM-C trial was a 16-week study of patients on approved background therapy using a PDE-5
inhibitor, such as Revatio, or an ERA, such as Tracleer, or a combination of both. The FREEDOM-M trialvisek $8+dy of patients who
not on any background therapy. These trials have been conducted at a total of approximately 60 centers throughout the United States al
of the world.

We commenced both trials using a 1 mg tablet, but during the open-label extension trial (and associated pharmacokinetic substudy
discovered that treprostinil concentrations were higher in PAH patients than in healthy individuals due to the difference in overall absorpt
metabolism and excretion of the drug between these two populations. These differences led to a number of discontinuations by patients
randomized to receive drug due to tolerability-related side effects, including nauseajrjeand headaches. As a result, we introduced a (
tablet in July 2007 and a 0.25 mg tablet in April 2008 to enable more gradual dose titration (increase).

In November 2008, we announced that the FREEDOM-C trial did not meet statistical significance for its primary endpoint.

Analysis suggests that the inability to dose titrate was a limiting factor that suppressed the overall treatment effect. Of the 174 patie
received active drug, 25 patients discontinued due to an adverse event and 33 patients completed the trial, but were unable to titrate the
above 1 mg twice daily. Accordingly, 58 (33%) of the patients in the active treatment group were only able to maintain a suboptimal dose
1 mg or less twice daily. Adverse events that led to discontinuation or inability to dose-escalate included headache, nausea and vomiting
Discontinuations were most common in patients who only had access to the 1 mg tablets during the study, which was the only tablet size
available when the trial began. There were no discontinuations among patients who had access to 0.25 mg tablets.

Analysis of other secondary efficacy measures demonstrated statistically significant improvements compared to placebo.

9
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Enrollment in FREEDOM-M was initially closed on October 31, 2008, with 171 patients enrolled in the trial. We believe that the rest
the FREEDOM-C clinical trial, particularly as they relate to treatment effect and dosing, support our continued development of oral treprc
Accordingly, based on our observations from the FREEDOM-C clinical trial relating to patient tolerability and tablet strength, we submitte
protocol amendment to the FDA in February 2009 to add patients to the ongoing FREEDOM-M trial. These additional patients will be prc
a lower-strength tablet (0.25 mg) when they begin the trial and their doses will be titrated in 0.25 mg increments, which we believe will in
tolerability. In addition, our amendment to the FREEDOM-M protocol specifies that the primary statistical analysis of the trial will include
those patients who started the trial using the 0.25 mg tablet. By amending the protocol for the FREEDOM-M trial we hope to achieve the
following objectives: (1) to assess more accurately the effectiveness of oral treprostinil; (2) to improve patient tolerability of oral treprostir
that an effective maintenance dose can be attained; and (3) to reduce the rate of premature discontinuation due to adverse events. We |
results of the protocol amendment will reflect the benefits of a favorable dosing regimen for oral treprostinil. In April 2009, we began enrc
patients in FREEDOM-M under the amended protocol.

We commenced a second Phase Il clinical trial, FREEDOM-C2, to continue studying dosage and efficacy of oral treprostinil in PAF
patients on an approved background therapy. Enroliment in FREEDOM-C2 began in June 2009. Currently, we do not anticipate filing an
for oral treprostinil before 2012.

There are currently no approved oral prostacyclin therapies available to patients in the United States or Europe. If we are successft
developing oral treprostinil, then patients and physicians may use prostacyclin earlier in the PAH disease continuum.

Scleroderma

We also initiated a Phase |l study to investigate the effectiveness of oral treprostinil in reducing the frequency and severity of ulcers
on the fingers and toes of scleroderma patients. Enroliment of this 150- patient Phase Il trial remains ongoing.

Adcirca

We began commercial sales of Adcirca in July 2009. Adcirca is a PDE-5 inhibitor, the active pharmaceutical ingredient of which is
tadalafil. Tadalafil is also the active pharmaceutical ingredient in Cialis®, which is marketed by Lilly for the treatment of erectile dysfuncti
We acquired the commercial rights to Adcirca for the treatment of PAH in the U.S. from Lilly in November 2008. We sell Adcirca at a disc
from an average wholesale price to pharmaceutical wholesalers. In 2009, we recognized approximately $5.8 million in Adcirca revenues
representing 2% of our net revenues. We did not recognize any revenues from Adcirca in 2008 and 2007.

Patients with PAH have been shown to have reduced levels of the enzyme responsible for producing NO, a naturally occurring sub.
the body that has the effect of relaxing vascular smooth muscle cell. Impaired blood vessel relaxation in penile tissue is also a cause of ¢
dysfunction. NO works to relax pulmonary blood vessels by increasing intracellular levels of an intermediary known as cyclic GMP. Beca
cyclic GMP is degraded by PDE-5, an established therapeutic approach in the treatment of PAH is to use PDE-5 inhibitors to increase le
cGMP in blood vessels and improve cardiopulmonary function in PAH patients.

Prior to the approval of Adcirca, Revatio, which is marketed by Pfizer, was the only approved PDE-5 inhibitor for the treatment of P,
Sildenafil, the active ingredient in Revatio, is also the active ingredient in Viagra®, which is marketed by Pfizer for the treatment of erecti
dysfunction. Revatio is dosed three times daily; whereas, patients take Adcirca once daily.
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FDA Approval of Adcirca

In May 2009, the FDA approved Adcirca, with a recommended dose of 40 mg, making it the first once-daily PDE-5 inhibitor for the
treatment of PAH. Adcirca is indicated to improve exercise ability in World Health Organization Group | PAH patients, which encompass
patients with multiple forms of PAH including etiologies such as idiopathic and familial PAH as well as PAH associated with collagen vas
disease and congenital heart disease.

Commercial Rights to Adcirca

In December 2008, we completed the transactions contemplated by several agreements we entered into with Lilly and one of it:
in November 2008, including a license agreement, a manufacturing and supply agreement and a stock purchase agreement. Pursuant tc
license agreement, Lilly granted us an exclusive license for the right to develop, market, promote and commercialize Adcirca for the
pulmonary hypertension in the United States and Puerto Rico. Pursuant to the manufacturing and supply agreement, Lilly agreed to mar
Adcirca and distribute it on our behalf via its wholesaler network, in the same manner that it distributes its own pharmaceutical products.
December 2008, upon closing, we made a one-time, non-refundable, non-creditable payment of $125.0 million under the manufacturing
supply agreement and a one-time payment of $25.0 million under the license agreement. Pursuant to the stock purchase agreement, Lil
purchased 6,301,674 shares of our common stock (adjusted for our September 2009 two-for-one stock split) for an aggregate purchase
$150.0 million. We issued those shares from treasuryS8ategic Licenses and Relationshiygdow for more details on these agreements.

Beraprost-MR

In June 2000, we entered into an agreement with Toray Industries, Inc. (Toray) for the exclusive right to develop and market a sust:
release formulation of beraprost (beraprost-SR) in the United States and Canada for the treatment of cardiovascular indications. Beraprc
chemically stable, orally bioavailable prostacyclin analogue. Like natural prostacyclin and Remodulin, beraprost is believed to dilate bloo
vessels, prevent platelet aggregation and prevent proliferation of smooth muscle cells surrounding blood vessels.

In March 2007, Lung Rx entered into an amended agreement with Toray to assume and amend the rights and obligations of our Ju
agreement with Toray concerning the commercialization of a modified release formulation of beraprost (beraprost-MR). The amended
agreement grants us additional exclusive rights to commercialize beraprost-MR in Europe and broadens the treatment indication to inclu
vascular disease (excluding renal disease), among other revisions.

The drug substance beraprost consists of equal amounts of four optical isomers, one of which is primarily responsible for the pt
activity of the drug. As we continue clinical development, we plan to proceed with a modified release drug product containing only the mq
pharmacologically active isomer. As a result, future clinical trials will use the single active isomer.

In October 2007, Toray announced that beraprost-MR received regulatory approval in Japan for use in the treatment of PAH. In Jul
beraprost-MR was designated an orphan medicinal product by the EMA.

Aviptadil

In February 2010, Lung Rx entered into an agreement with Mondobiotech Holding AG (Mondobiotech) for the exclusive right to dev
and market aviptadil, a synthetically produced version of the naturally occurring hormone Vasoactive Intestinal Peptide (VIP), a peptide
produced in the digestive system, for the treatment of PAH and other pulmonary diseases. A Phase Il study of
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Aviptadil in PAH was recently completed by Mondobiotech and the EMA has designated aviptadil an orphan medicinal product for the
treatment of acute lung injury and sarcoidosis.

Products to Treat Cancer
3F8 and 8H9 Antibodies

In December 2007, we entered into two agreements with Memorial Sloan-Kettering Cancer Center (MSKCC) to license certain excl
rights to two investigational monoclonal antibodies, 3F8 and 8H9, for the treatment of neuroblastoma and metastatic brain cancer. The
monoclonal antibody 3F8 is a mouse IgG3 MAb, which is currently used in an investigational setting for the treatment of neuroblastoma,
cancer of the sympathetic nervous system mainly affecting children. It is the most common extracranial solid cancer in children and the 1
common cancer in infants. More than 400 patients have been treated with the 3F8 antibody since 1986 under investigator-initiated
Investigational New Drug Applications. There are fewer than 1,000 new cases of neuroblastoma diagnosed each year. In August 2009, \
enrolling patients in a Phase Il clinical trial of 3F8 for primary refractory neuroblastoma.

The monoclonal antibody 8H9 is a mouse IgG1 MADb that is highly reactive with a range of human solid tumors, including human br:
cancers. The 8H9 antibody is in early investigational development for metastases that develop in the brain from the spread of cancers fr
tissues in the body. Metastatic brain cancers are ten times more common than cancers that originate in the brain, and prognosis is very
the United States, more than 100,000 cases of metastatic brain cancer are diagnosed each year.

OvaRex

In April 2002, we entered into a license agreement with AltaRex Corp., which later became AltaRex Medical Corp., a wholly-owned
subsidiary of ViRexx Medical Corp. (AltaRex). Our license agreement with AltaRex provided us with certain exclusive rights to a platforrr
five investigational immunotherapeutic monoclonal antibodies. The lead product, OvaRex® MADb for the treatment of advanced ovarian c
had completed Phase Il studies when we entered into the license agreement.

In December 2007, we announced the completion of our two pivotal trials of OvaRex. Analysis of the results demonstrated that the
failed to reach statistical significance. Based on the trial results, we decided to terminate our license agreement with AltaRex and cease
development activities with the molecules licensed thereunder.

Products to Treat Infectious Diseases—Glycobiology Antiviral Agents

We have a license agreement with the Glycobiology Institute at the University of Oxford for the exclusive worldwide rights to certair
patents relating to novel antiviral compounds. These glycobiology antiviral compounds are small molecules that may be effective as oral
therapies for the treatment of hepatitis B and C infections, as well as dengue fever and certain influenza viruses. Currently, many of thes
compounds are undergoing laboratory testing, and new compounds are also being synthesized.

Products to Treat Diseases in Other Platforms

In February 2010, Lung Rx entered into a Development Agreement with ImmuneWorks, Inc. (ImmuneWorks) to develop ImmuneW:
lead compound, IW001, a purified bovine (derived from cows) Type V Collagen oral solution for the treatment of Idiopathic Pulmonal
(IPF), a progressive lung disease characterized by abnormal and excessive deposition of fibrotic tissue in the lung, and Primary Graft
Dysfunction (PGD), a type of organ rejection in patients receiving lung transplant. We expect to commence human clinical testing of IWC
2010. In addition to funding the
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development program, we have been granted an option to acquire all of the issued and outstanding capital stock of ImmuneWorks. In
November 2009, the FDA granted IW001 orphan drug exclus

Products to Provide Telemedicine Services for Cardiac Arrhythmias and Ischemic Heart Disease
CardioPAL SAVI and Decipher Recorders

We provide telemedicine monitoring services to detect cardiac arrhythmias and ischemic heart disease through our wholly-owned
subsidiary Medicomp, Inc. (Medicomp), which we acquired in December 2000. Cardiac arrhythmias and ischemic heart disease affect at
estimated 20 million Americans, and possibly ten times that number worldwide. If left undetected and untreated, these conditions can re:
heart attacks and death. Medicomp provides cardiac Holter monitoringh@®24ontinuous test of heart rhythms), event monitoring (a tes
typically extends to 30 days and looks for more elusive, intermittent arrhythmias) and other cardiac monitoring services remotely via tele
and the internet for hospitals, clinicians and other providers. Medicomp's services are delivered through its proprietary, miniaturized, digi
Decipher Holter recorder/analyzer and its CardioPAL family of event monitors.

In March 2005, Medicomp received FDA market clearance for a p-wave analysis in addition to its artificial intelligence algorithm tha
on all of its newly manufactured CardioPAL devices. The p-wave is a diminutive but important portion of the electrocardiograph, the anal
which helps determine if an arrhythmia was generated from the top chambers of the heart, the atria, or from the bottom chambers of the
the ventricles. This level of analysis leads to more reliable, automatic detection of arrhythmias, like atrial fibrillation. In October 2009, we
received FDA approval for a wireless version of our CardioPAL SAVI event monitor, which we launched in 2010.

Holter and event services and systems are marketed to physicians, hospitals, and managed care providers directly by Medicomp's
force. We recognized revenues of approximately $11.0 million, $9.5 million and $7.7 million from the sales of telemedicine products and
services in 2009, 2008 and 2007, respectively.

Sales and Marketing

Our marketing strategy for our Commercial Products is to use our sales and marketing teams to reach out to the prescriber commu
(1) increase PAH awareness; (2) understand the progressive nature of PAH; and (3) increase awareness of our Commercial Products al
they fit into the various stages of disease progression and treatment. The sales and marketing team consisted of approximately 70 empl
of December 31, 2009. We anticipate growth in our sales force in the near-term as we position our business for further expansion. We di
domestic sales force into two teams. One sales team is primarily responsible for medical practice accounts that are historically large Rer
prescribers. The other sales team is primarily responsible for medical practice accounts that have not historically been large prescribers
Remodulin. The efforts of our sales and marketing teams are supplemented by our specialty pharmaceutical distributors. For additional
information about our agreements with our distributors Dswaestic Distribution of Commercial Product®ur distributors are experienced in
all aspects of using and administering chronic therapies, as well as patient care, the sale and distribution of these medicines and reimbu
from insurance companies and other payers. Outside of the United States, we have entered into exclusive distribution agreements covel
of Europe, South America, Israel, and parts of Asia. Sales in Canada are currently conducted under the management of our wholly-owne
subsidiary, Unither Biotech Inc., through a national specialty pharmaceutical wholesaler. We are working with our current distributors to «
Remodulin sales into other countries in which they have distribution rights.
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Domestic Distribution of Commercial Products
Remodulin and Tyvaso

We have entered into separate, non-exclusive distribution agreements with CuraScript, Inc. (CuraScript), Accredo Health Group, In
(Accredo), and CVS Caremafaremark), our specialty pharmaceutical distributors in the United States, to market, promote and distr
Remodulin and Tyvaso. Our Remodulin distribution agreements with Accredo and Caremark include automatic term renewals for additio
one-year periods subject to notice of termination. Our Remodulin distribution agreement with Curascript contains two-year term renewal
periods. We entered into our distribution agreements for Tyvaso in August 2009. Our Tyvaso distribution agreements have one-year terr
renew automatically for additional one-year periods, unless terminated earlier. We update our distribution agreements from time to time 1
reflect changes in the regulatory environment. Such changes have not had a significant impact on our operations or our relationships wit
distributors, and tend to occur in the ordinary course of business. We compensate our distributors on a fee-for-service basis as set forth
distribution agreements. If any of our distribution agreements expire or terminate, we may, under certain circumstances, be required to
repurchase any unsold Remodulin or Tyvaso inventory held by our distributors. None of our current agreements grants our distributors tt
distribution rights for oral treprostinil in the United States.

Our specialty pharmaceutical distributors are responsible for assisting patients with obtaining reimbursement for the cost of Remod
Tyvaso and providing other support services. Under our distribution agreements, we sell Remodulin and Tyvaso to our distributors at a c
from an average wholesale price recommended by us. We have also established a patient assistance program in the United States,
eligible uninsured or underinsured patients with Remodulin and Tyvaso at no charge for a certain period of time.

In January 2010, we notified Accredo, CuraScript and Caremark of our intention to increase the price of Remodulin for all concentre
by 9.6 percent effective March 25, 2010. This is only the second time since the launch of Remodulin that we have initiated an across-the
increase in its price. The last such increase was in mid-2006 and we increased the price by 3.4 percent. Our Remodulin distribution agre
do not allow our distributors to preorder inventory prior to a price increase. We are currently analyzing the impact of this price increase o
business.

Adcirca

We sell Adcirca at a discount from an average wholesale price to pharmaceutical wholesalers. Under our manufacturing and supply
agreement with Lilly, (se8trategic Licenses and Relationshiygdow for more details), Lilly has agreed to manufacture Adcirca and distribute
it via its wholesaler network, which includes our specialty pharmaceutical distributors, in the same manner that it distributes its own
pharmaceutical products. Under the terms of this agreement, we take title to Adcirca upon completion of its manufacture by Lilly. Adcirce
shipped to customers, generally pharmaceutical wholesalers, in accordance with purchase orders received by Lilly. When customers tak
delivery of Adcirca, Lilly sends an invoice and collects the amount due from the customer subject to customary discounts and rebates, if
Although Lilly provides these services on our behalf, we maintain the risk of loss as it pertains to inventory and non-payment of invoices.
manufacturing and supply agreement will continue in effect until expiration or termination of the license agreement.

International Distribution of Remodulin

We currently sell subcutaneous and intravenous Remodulin to six distributors who have exclusive distribution rights in certain EU n
countries, and other non-EU countries, such as South America, Israel and parts of Asia. In some of the European markets where we are
licensed, we sell (but do not market) Remodulin under the named-patient system in which therapies are approved for
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individual patients by a national medical review board on a case-by-case basis. We are working on expanding our sales of subcutaneou
intravenous Remodulin into new territories outside of the United States through our existing distributors and by creating relationships wit
distributors. In March 2007, we entered into a distribution agreement with Mochida Pharmaceutical Co., Ltd. (Mochida) to obtain approve
exclusively distribute subcutaneous and intravenous Remodulin in Japan. In addition, Grupo Ferrer Internacional, S.A. (Grupo Ferrer) he
actively working toward commencing commercial sales of Remodulin in Taiwan and South Korea. However, certain countries, like Japar
require that new clinical trials, called bridging studies, be conducted in order to demonstrate the efficacy and safety of a drug in their pati
population prior to approval. Commercial sales in such countries could therefore be several years from realization.

During the first half of 2010, we expect to notify our international distributors of our intention to increase the transfer price of Remoc
for all concentrations, as we have already done for our U.S.-based specialty pharmaceutical distributors.

Strategic Licenses and Relationships
Lilly Agreements Related to Adcirca

In December 2008, we completed the transactions contemplated by several agreements we entered into in November 2008 with Lil
including a license agreement, a manufacturing and supply agreement, and a stock purchase agreement.

License Agreement. Under the terms of the license agreement, which is more fully describilgt Iricense, Lilly granted us an
exclusive license for the right to develop, market, promote and commercialize Adcirca for the treatment of pulmonary hypertension ir
States and Puerto Rico.

If in the future Lilly seeks to grant rights to a third party to develop or commercialize Adcirca for the treatment of pulmonary hyperte
in any other country (excluding Japan), the license agreement provides that we will have a right of first negotiation to acquire those right:

The license agreement will continue in effect until the later of: (1) expiration, lapse, cancellation, abandonment or invalidation of the
claim to expire within a Lilly patent covering the commercialization of Adcirca for the treatment of pulmonary hypertension in the United ¢
and Puerto Rico; or (2) expiration of any government-conferred exclusivity rights to use Adcirca for the treatment of pulmonary hyperten:
the United States and Puerto Rico.

We have the right to terminate the license agreement upon six months written notice to Lilly. Either party may terminate the license
agreement upon a material breach by the other party of it or the manufacturing and supply agreement, described below.

Manufacturing and Supply AgreementUnder the terms of the manufacturing and supply agreement, Lilly has agreed to manufacture
Adcirca and distribute it on our behalf via its pharmaceutical wholesaler network, in the same manner that it distributes its own pharmace
products. Under the terms of this agreement, we will take title to Adcirca upon its manufacture by Lilly. Adcirca will be shipped to custom
generally pharmaceutical wholesalers, in accordance with customers' purchase orders received by Lilly. Lilly invoices and collects the in
amount due from the customer subject to customary discounts and rebates, if any, and remit the collections to us. Although Lilly is provic
these services on our behalf, we maintain the risk of loss as it pertains to inventory and nonpayment of sales invoices. The manufacturir
supply agreement will continue in effect until expiration or termination of the license agreement.
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As consideration for Lilly's agreement to manufacture and supply Adcirca, we made a one-time payment to Lilly of $125.0 million in
December 2008, which was expensed. We also agreed to purchase Adcirca at a fixed cost. The agreement provides a mechanism, gen
related to the increase in the national cost of pharmaceutical manufacturing, in which Lilly may raise our acquisition cost of Adcirca.

Stock Purchase AgreementUnder the terms of the stock purchase agreement, on December 18, 2008, we issued 6,301,674 shares
common stock to Lilly from treasury for an aggregate purchase price of $150.0 million, representing approximately 13.6% of the then-cu
outstanding shares of our common stock. The shares were issued at a price of $23.805 per share (adjusted for our September 2009 sto
representing 90% of the average closing price of our common stock for the five trading days commencing on and including November 1°
The weighted average acquisition price of the treasury stock issued was $26.02 per share. The excess of the acquisition cost of the trea
above the price paid by Lilly for the shares was approximately $14.2 million and has been included in our accumulated deficit.

Toray Amended License Agreement

In June 2000, we licensed from Toray the exclusive right to develop and market in the United States and Canad8Reaaghesticall
stable oral prostacyclin analogue in a sustained release formulation, for the treatment of cardiovascular indications. In March 2007, Lunc
entered into an amended agreement with Toray to assume and amend the rights and obligations of our June 2000 agreement concernin
commercialization of beraprost-MR, a modified release formulation of beraprost. The amended agreement grants us additional exclusive
to commercialize beraprost-MR in Europe and broadens the indication to vascular disease (excluding renal disease), among other revisi

In accordance with the terms of the amended agreement, in March 2007 we issued 400,000 shares of our common stock to Toray i
exchange for the cancellation of Toray's existing right under the original agreement to receive an option grant to purchase 1,000,000 she
our common stock (the Option Grant). Under the terms of the amended agreement, Toray has the right to request that we repurchase th
shares of our common stock upon 30 days prior written notice at the price of $27.205 per share (share based numbers and prices are ac
our September 2009 two-for-one stock split), which was the average closing price of our common stock between January 11, 2007, and
February 23, 2007. Based on the average closing price of our common stock for the two trading days prior to and the two trading days a
effective date of the amended agreement (March 16, 2007), we recognized a research and development expense of approximately $11.
related to the issuance of these shares, because beraprost-MR had not yet obtained regulatory approval for commercial sales. In accorc
the provisions of FASB ASC 8Rerivatives Hedging and Accounting Series Release No. Z&&sentation in Financial Statements of
Redeemable Preferred Stothese shares of our common stock are reflected in mezzanine equity as common stock subject to repurci
at the repurchase price. If Toray requests that we repurchase these shares, then an amount equal to the repurchase price will be transfe
liability account until the repurchase is completed.

The amended agreement also specifies that we make certain milestone payments to Toray during the development period and upo
EU regulatory approval. Upon execution of the amended agreement, we made a $3.0 million payment to Toray in addition to the issuanc
shares of our common stock discussed above. Additional annual milestone payments of $2.0 million are specified in the amended agree
commenced in the first quarter of 2008, increasing annually in $1.0 million increments through 2011. These payments are expensed whe
incurred. These payments are contingent upon the receipt of clinical trial material and commercial drug from Toray that meet all regulato
standards and requirements, including those relating to chemistry, manufacturing and controls, and are documented to the satisfaction ¢
and EU regulatory authorities. In addition, if Toray elects to

16

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 18 of 211



Table of Contents

terminate production of beraprost-MR, no further payments would be due under the amended agreement. Conversely, if we elect to term
development of beraprost-MR, then all remaining milestone payments would be due to Toray, unless certain regulatory standards and
requirements have not been met, or if material problems have been identified with respect to manufacturing and regulatory compliance.

NEBU-TEC Agreement of Sale and Transfer

In December 2008, our wholly-owned German subsidiary, Unither Therapeutik GmbH, entered into an Agreement of Sale and Tran
with NEBU-TEC, under which NEBU-TEC agreed to sell us its line of business to manufacture the Tyvaso Inhalation System and all rela
assets and rights for €5.0 million plus future consideration of up to €10.0 million depending on the occurrence of specific events, general
€1.0 million for each 1,000 patients cumulatively using the Tyvaso Inhalation System. We have the right of first refusal to acquire NEBU-
next generation inhalation device, the SIM-Neb, which is currently under development. Upon signing the agreement, we paid NEBU-TEC
€2.5 million.

Prior to the closing of the Agreement of Sale and Transfer, we had in place a Clinical and Commercial Supply Agreement with NEB
TEC, which provided for the availability of nebulizers and related supplies for use in our TRIUMRtical trial of inhaled treprostinil. The:
non-exclusive agreements required NEBU-TEC to sell us devices and supplies for clinical and commercial use at specified prices and p:
terms. These agreements also set forth each party's obligations with respect to regulatory approvals.

Closing and transfer of the related assets and rights occurred in September 2009 after we received FDA approval for Tyvaso. A
paid NEBU-TEC an additional €2.5 million. During the interim period prior to the closing of the Agreement of Sale and Transfer, both NE
TEC and we remained subject to the existing Clinical and Commercial Supply Agreements, as amended. Under the terms of the Agreen
Sale and Transfer, we purchase the device components and manage the manufacturing process for the Tyvaso Inhalation System; how
NEBU-TEC supplies the labor to assemble the devices at cost plus 10 percent.

Mondobiotech License Agreement

In February 2010, Lung Rx entered into an agreement with Mondobiotech for the exclusive right to develop and market aviptadil, a
synthetically produced version of the naturally occurring hormone VIP, a peptide produced in the digestive system, for the treatment
other pulmonary diseases. A Phase Il study of Aviptadil in PAH was recently completed by Mondobiotech and the EMA has designated
aviptadil an orphan medicinal product for the treatment of acute lung injury and sarcoidosis.

ImmuneWorks License Agreement

In February 2010, Lung Rx entered into a Development Agreement with ImmuneWorks to pursue development of ImmuneWorks' le
compound, IW001, a purified bovine (derived from cows) Type V Collagen oral solution for the treatment of IPF and PGD in patients rec
lung transplant. We expect to commence human clinical testing of IW001 in 2010. In addition to funding the development program, we h
been granted an option to acquire all of the issued and outstanding capital stock of ImmuneWorks. In November 2009, the FDA granted
orphan drug exclusivity.
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Patents and Proprietary Rights

Our success depends in part on our ability to obtain and maintain patent protection for our products, preserve trade secrets, preven
parties from infringing upon our proprietary rights and operate without infringing upon the proprietary rights of others in the United States
worldwide.

Glaxo Assignment

In January 1997, GlaxoSmithKline PLC (formerly Glaxo Wellcome, Inc) (Glaxo) assigned to us all rights to the use of the stable
prostacyclin analogue now known as treprostinil, the active ingredient in Remodulin, Tyvaso and our oral treprostinil tablet. The patent c
the use of treprostinil for PAH expires in the United States in October 2014 (as extend&ktesed erm Extensionelow) and on various
dates from May 2011 to June 2014 in three other countries.

Pfizer, Inc. (Pfizer) License

In December 1996, Pharmacia & Upjohn Company (now Pfizer) exclusively licensed to us certain patents, a patent application and
how for the composition and production of treprostinil. We filed our own United States patent application for a new synthesis and produc
method for treprostinil in October 1997, and the patent was granted in August 2002. Two additional patents covering this synthesis and
production method were granted in March 2003 and August 2004. We believe that our method of synthesis is a substantial improver
Pharmacia method and we are using our unique synthesis method rather than the licensed Pharmacia method for the production of trep!
We have additional registered and pending patents relating to other methods of synthesizing treprostinil.

Lilly License

In November 2008, we entered into a license agreement with Lilly pursuant to which Lilly granted us the exclusive right to devel
promote and commercialize Adcirca for the treatment of pulmonary hypertension in the United States and Puerto Rico.

In exchange for the license, we paid Lilly a énee fee of $25.0 million in December 2008, which was expensed since Adcirca has
received regulatory approval for commercial sales. We also agreed to pay Lilly royalties equal to 5 percent of our net sales of Adcirca in
United States and Puerto Rico, as a pass through of Lilly's third-party royalty obligations, for so long as Lilly required to make such payn

Lilly retained the exclusive rights to develop, manufacture and commercialize pharmaceutical products containing tadalafil, the activ
pharmaceutical ingredient in Adcirca, for the treatment of pulmonary hypertension outside of the United States and Puerto Rico and for t
treatment of other diseases worldwide. Lilly will retain authority for all regulatory activities with respect to Adcirca, including retail pricing,
which is expected to be a price parity with Cialis, Lilly's therapy for the treatment of erectile dysfuction, the active ingredient of which is a
tadalafil.

If in the future Lilly seeks to grant rights to a third party to develop or commercialize Adcirca for the treatment of pulmonary hypertel
in any other country (excluding Japan), the license agreement provides that we will have a right of first negotiation to acquire those right

The license agreement will continue in effect until the later of: (1) expiration, lapse, cancellation, abandonment or invalidation of the
claim to expire within a Lilly paten covering the commercialization of Adcirca for the treatment of pulmonary hypertension in the United S
and Puerto Rico; or (2) expiration of any government-conferred exclusivity rights to use Adcirca for the treatment of pulmonary hyperten:
the United States and Puerto Rico.
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We have the right to terminate the license agreement upon six months written notice to Lilly. Either party may terminate the license
agreement upon a material breach by the other party of it or the manufacturing and supply agreement, described above.

Supernus Pharmaceutical License

In June 2006, we entered into an exclusive license agreement with Supernus to use certain of its technologies in our sustained rele
treprostinil diethanolamine tablet. Under the agreement, in return for the license, we will pay Supernus certain amounts upon the achieve
specified milestones based on the development of oral treprostinil and its commercial launch. In addition, the agreement provides that w
pay a royalty to Supernus based on net worldwide sales of the initial product. Any such royalty will be paid for approximately twelve year
commencing with the first product sale and is subject to adjustments as specified in the agreement. Additional milestone payments and 1
payments may be due for the development and commercialization of other products developed using the technology granted under this |

Memorial Sloan Kettering License

In December 2007, we entered into two agreements with MSKCC to exclusively license certain rights to two investigational monocl
antibodies, 3F8 and 8H9, for the treatment of neuroblastoma and metastatic brain cancer. The monoclonal antibody 3F8 is a mouse IgG
which is currently used in an investigational setting for the treatment of neuroblastoma, a rare cancer of the sympathetic nervous system
affecting children. 8H9 is also a mouse monoclonal antibody, but of the IgG1 subclass. The 8H9 antibody is highly reactive with a range
human solid tumors, including brain cancers. The 8H9 antibody is in early investigational development for metastatic brain cancer.

Under the terms of the agreements, MSKCC granted us an exclusive license for the development and commercialization of the
antibodies for cancer throughout the universe. In exchange for these exclusive licenses, we agreed to pay a royalty fee on net sales, witl
annual minimum royalty payment for each antibody. Milestone payments may also be due for the development and commercialization of
antibodies under our licenses.

Patent Term Extensions

In February 2005, we were granted a five-year patent term extension by the United States Patent and Trademark Office for a paten
covering the method of treating PAH using Remodulin and Tyvaso. U.S. Patent Number 5,153,222, entitled "Method of Treating Pulmon
Hypertension with Benzidine Prostaglandins”, was originally scheduled to expire on October 6, 2009. It will now expire on October 6
five-year Hatch-Waxman Act extension is the maximum extension allowed under 35 U.S.C. §156. Additional patents covering other prod
which we have rights may also be eligible for extensions of up to five years based upon patent term restoration procedures under the He
Waxman Act in the United States, and under similar procedures in Europe.

Research & Development Expenditures

We are engaged in research and development and have incurred substantial expenses for these activities. These expenses genere
the cost of acquiring or inventing new technologies and products, as well as new product development. Research and development expe
during 2009, 2008 and 2007 totaled approximately $122.2 million, $239.2 million and $83.4 million, respectiviidgmSeeManagement's
Discussion and Analysis of Financial Condition and Results of Oper—Major Research and Development Projdotsadditional
information regarding expenditures related to major research and development projects.

19

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 21 of 211



Table of Contents
Manufacturing and Supply

We make treprostinil, the active ingredient for Remodulin and Tyvaso, and treprostinil diethanolamine, the active ingredient for oral
treprostinil, at our laboratory facility in Silver Spring, Maryland. Until March 2007, we made treprostinil at our Chicago, Illinois facility. In
June 2009, the FDA approved our Silver Spring facility for commercial manufacturing of treprostinil. In November 2009, we also receivec
European regulatory approval to manufacture treprostinil in our Silver Spring facility.

With the transfer of our manufacturing operations to our Silver Spring facility, we have also changed our internal manufacturing pro
is more cost effective for us to purchase the advanced intermediate compounds we use to manufacture treprostinil from several third-pal
vendors. Our planned manufacturing process has been designed to give us the flexibility to produce both treprostinil diethanolamine
treprostinil used in our oral tablet) and treprostinil (used to produce Remodulin and Tyvaso) efficiently in proportion to forecasted deman

Baxter Healthcare Corporation (Baxter) manufactures Remodulin for us. The initial term of our agreement with Baxter ended in
October 2004, but the agreement automatically renews for successive eighteen-month terms unless earlier terminated by either party. Ir
April 2009, we amended our agreement with Baxter to extend it through 2013. In addition, we agreed that Remodulin will be manufacture
using a different set of equipment and in larger quantities than the current manufacturing process. Since Baxter will make Remodulin on
different equipment and in a larger production batch than the current process, we are required to have the new equipment and process ¢
by the FDA. We are currently conducting the validation testing for the new equipment and process. If the validation testing is successful,
anticipate filing for FDA approval of the new equipment and process in the second half of 2010. Baxter continues to manufacture Remoc
us according to the process currently approved by the FDA.

We eventually intend to primarily manufacture Remodulin and Tyvaso in our new combination office and laboratory facility in Silver
Spring, Maryland. Also, although we maintain a three-year inventory of Remodulin and Tyvaso, based on expected demand, we believe
having third parties approved to manufacture these products will mitigate some of our manufacturing risks, including the risk that we mig
be able to produce sufficient quantities to meet patient demand.

We rely on Catalent Pharma Solutions, Inc. (formerly Cardinal Health, Inc.) (Catalent) to do the following: (1) conduct stability studie
Remodulin, (2) manufacture Tyvaso, (3) serve as a backup manufacturer for oral treprostinil, and (4) analyze other products we develop
have begun manufacturing oral treprostinil tablets in our manufacturing facility in Research Triangle Park, North Carolina.

The nebulizer used in our Tyvaso Inhalation System is manufactured by us through Unither Therapeutik GmbH. While we purchase
components and manage the manufacturing process, NEBU-TEC supplies all the labor to manufacture the nebulizers.

In 2010, we anticipate commencing development of the 3F8 and 8H9 antibodies licensed from MSKCC at our Silver Spring facility.
expect that we will be able to utilize much of the equipment that we obtained for a previous project for 3F8 and 8H9 antibody developme

Our telemedicine products are currently manufactured by Winland Electronics, Inc.

Although we believe that other manufacturers and suppliers could provide similar products, services and materials, there are fe
that could replace these manufacturers and suppliers. A change in supplier or manufacturer could cause a delay in the manufacture, dis
and research efforts associated with our respective products or result in increased costslt&eeldiseRisk Factoriscluded in this Annual
Report on Form 10-K.
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Competition

Many drug companies engage in research and development to commercialize products to treat cardiovascular and infectious disea
cancer. For the treatment of PAH, we compete with many approved products in the United States and the rest of the world, including the
following:

. Flolan. The first product approved by the FDA for treating PAH, Flolan, also known as epoprostenol, is a prostacyclin that i
delivered by intravenous infusion. Glaxo began marketing Flolan in the United States in 1996. In 2006, Myogen, Inc. (Myog
acquired the marketing rights from Glaxo for Flolan in the United States. In November 2006, Myogen was acquired by Gile
Sciences, Inc. (Gilead). In 2009, Gilead returned the rights to Flolan to Glaxo. The generic exclusivity period for Flolan
April 2007;

. Generic epoprostenol. In April 2008, Teva Pharmaceuticals Industries Ltd. (Teva) announced that the FDA approved
of generic epoprostenol for the treatment of PAH. This is the first approved generic version of Flolan. In June 2008,
GeneraMedix Inc. (GeneraMedix) received FDA approval for its version of epoprostenol, which is stable at room temperatt
February 2009, Actelion announced that it had entered into an agreement with GeneraMedix to acquire its epoprostenol pr
and expects to begin commercial sales of this product in the first half of 2010;

. Ventavis. Approved in December 2004 in the United States and in September 2003 in Europe, Ventavis is an inhaled
analogue. Ventavis was initially marketed by CoTherix, Inc. (CoTherix) in the United States and is marketed by Bayer Sche
Pharma AG in Europe as lloprost. In January 2007, CoTherix was acquired by Actelion, the manufacturer and distributor of
Tracleer and distributor of GeneraMedix's epoprostenol product;

. Tracleer. The first oral drug to be approved for PAH, Tracleer is also the first drug in its class, known as endotheli
antagonists (ETRAS). Tracleer was approved in December 2001 in the United States and in May 2002 in Europe. Tracleer
marketed worldwide by Actelion;

. Revatio. Approved in June 2005 in the United States, Revatio is also an oral therapy and is marketed by Pfizer Ir
contains sildenafil, the same active ingredient as Viagra, and is the first PDE-5 inhibitor to be approved for PAH;

. Letairis™. Approved in June 2007 in the United States, Letairis is an oral therapy marketed by Gilead for the treatmel
Like Tracleer, Letairis is an ETRA. In April 2008, Glaxo received marketing authorization from the EMA for Letairis in Euroy
where it is known as Volibris®; and

. Thelin®. Approved in August 2006 in the EU, Thelin is an oral therapy, which was developed and initially marketed in E
Encysive Pharmaceuticals Inc. (Encysive), for the treatment of PAH. Like Tracleer and Letairis, Thelin is an ETRA. In
June 2008, Pfizer completed its acquisition of Encysive. Pfizer has stated that it plans to conduct a pivotal Phase 1l clinica
to support registration of Thelin in the United States and eventually seek FDA approval.

Due to their ease of use, oral therapies, such as Adcirca, Revatio and Tracleer, are generally considered first-line therapies for new
diagnosed NYHA Class Il PAH patients. Inhaled therapies like Tyvaso and Ventavis are generally used in NYHA Class Il patients during
middle stages of the PAH disease treatment cycle. Flolan and Remodulin, more complex infusion therapies, are generally considered lat
therapies for NYHA Class IV patients. The use of the available oral therapies and Tyvaso, either alone or in combination, will delay the r
infusion therapy for many patients. As a result, the success of other therapies in preventing disease progression affects our commercial
operations. Furthermore, the commercialization of generic forms of other approved PAH therapies may exert downward pressure on the
of our products. For further discussion on this risk, see
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Item 1/—Risk Factors—We may not compete successfully with established and newly developed drugs or products, or the companies tt
develop and market them.

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

We compete with all of these products for customers, funding, access to licenses, personnel, third-party collaborators, product deve
and commercialization. Almost all of these companies have substantially greater financial, marketing, sales, distribution and technical re
and more experience in research and development, product development and marketing, clinical trials and regulatory matters, than we

Governmental Regulation

The research, development, testing, manufacture, promotion, marketing and distribution of pharmaceutical products are extensively
regulated by governmental agencies in the United States and in other countries. Drugs are subject to rigorous regulation by the FDA in t
United States, the EMA in the EU and similar regulatory authorities in other countries. The steps ordinarily required before a new drug m
marketed in the United States, which are similar to steps required in most other countries, include:

. Preclinical laboratory tests, preclinical studies in animals, formulation studies and the submission to the FDA of an IND
drug;

. Clinical studies in healthy voluntee

. Adequate and well-controlled clinical trials to establish the safety and efficacy of the drug for each indication;

. Clinical studies in patients to explore safety, efficacy and dose-response characteristics;

. The submission of an NDA to the FDA; a

. FDA review and approval of the NDA prior to any commercial sale or shipment of the

Preclinical tests include laboratory evaluation of product chemistry and formulation, as well as animal studies to explore toxicity anc
proof-of-concept. The results of preclinical testing are submitted to the FDA as part of an IND. A 30-day review period after the filing of e
IND is generally required prior to the commencement of clinical testing in humans. At any time during this 30-day period or at any time
thereafter, the FDA may halt proposed or ongoing clinical trials until it authorizes trials under specified terms. The IND process may be
extremely costly and may substantially delay development of our products. Moreover, positive results of preclinical tests will not necesse
indicate positive results in clinical trials.

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

. assess the efficacy of the drug in specific, targeted indica
. assess tolerance and optimal dosage; and
. identify possible adverse effects and safety risks.
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If a compound is found to be potentially effective and to have an acceptable safety profile in Phase Il evaluations, then Phase lll trie
called pivotal studies, major studies or advanced clinical trials, are undertaken to further demonstrate clinical efficacy and to further test |
safety within an expanded patient population at geographically diverse clinical study sites.

After successful completion of the required clinical testing, an NDA or a Biologics License Application is typically submitted to tt
the United States, and an MAA is typically submitted to the EMA in the EU. The regulatory authorities may request additional informatior
before accepting an application, in which case the application must be resubmitted with the additional information. Once the application |
been accepted, the regulatory authority reviews the application and responds to the applicant. The review process is often significantly e
by requests from regulatory authorities for additional information or clarification. In the United States, the FDA may refer the application t
advisory committee for review, evaluation and recommendation as to whether it should be approved. The FDA is not bound by the
recommendation of an advisory committee. The regulatory authorities may also inspect the manufacturing facility before approving an
application.

In the United States, if FDA evaluations of the application and the manufacturing facilities are favorable, the FDA may issue either ¢
approval letter or a complete response letter. A complete response letter will usually contain a number of conditions that must be met in
secure final approval of the application and authorization of commercial marketing of the drug for certain indications.

At the request of an applicant, the FDA may designate a product as an "orphan drug" in the United States if the drug is intended to
orphan, or rare, disease or condition. A disease or condition is considered orphan if it affects fewer than 200,000 people in the United St
an applicant obtains the first FDA marketing approval for a certain orphan drug, the applicant will have a seven-year exclusive right agail
generic versions to market the drug for the orphan indication. The FDA granted orphan designation for the active ingredient treprostinil fc
treatment of PAH as a continuous infusion. However, this designation does not preclude us from seeking orphan drug designation for otl
formulations or routes of administration, such as oral or inhaled, of treprostinil to treat PAH, or for treprostinil used to treat other orphan
diseases. In order for the FDA to grant orphan drug designation for other formulations or routes of administration of treprostinil to tre
must demonstrate that such new formulation or route of administration is clinically superior to the formulation or route of administration
previously granted orphan designation.

The Hatch-Waxman Act provides that patent terms may be extended to compensate for some of the patent life that is lost during th
regulatory review period for a product. This extension period would generally be one-half the time between the effective date of an IND ¢
submission date of an NDA, plus all of the time between the submission date of an NDA and its approval, subject to a maximum extensi
five years. Similar patent term extensions are available under European laws. Following FDA approval, we filed a patent term extension
application with the United States Patent and Trademark Office for our patent covering the method of treating PAH using Remodulin. Th
application was approved in February 2005 with the maximum patent term extension of five years, and the patent will expire on Octc

Outside of the United States, our ability to market our products will also be contingent upon receiving marketing authorizations from
regulatory authorities. The foreign regulatory approval process may include some or all of the risks associated with FDA approval set for
above. The requirements governing the conduct of clinical trials and marketing authorization vary widely from country to country. At pres
foreign marketing authorizations are applied for at a national level, although, within Europe, procedures are available to companies wish
market a product in more than one EU member state.
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In the EU, marketing authorizations may be submitted through a centralized body or through a decentralized or a national level
centralized procedure is mandatory for the approval of biotechnology products, high technology products and orphan products and i
the applicant's option for other products. The centralized procedure provides for the grant of a single marketing authorization that is valic
EU member countries. The decentralized procedure is available for all medicinal products that are not subject to the centralized procedu
decentralized procedure provides for mutual recognition of national approval decisions, changes existing procedures for national approv
establishes procedures for coordinated EU actions on products, suspensions and withdrawals. Under this procedure, the holder of a nat
marketing authorization for which mutual recognition is sought may submit an application to one or more EU member countries, certify tt
dossier is identical to that on which the first approval was based, or explain any differences and certify that identical dossiers are bei
to all EU member countries for which recognition is sought. Within 90 days of receiving the application and assessment report, each
country must decide whether to recognize approval. The procedure encourages member states to work with applicants and other regula
authorities to resolve disputes concerning mutual recognition. Lack of objection of a given country within 90 days automatically results in
approval in that country. Following receipt of marketing authorization in an EU member country, the applicant is then required to engage
pricing discussions and negotiations with a separate prescription pricing authority in that country. Commercial sales are only able to com
in a country once pricing approval has been received.

To secure European regulatory approvals for subcutaneous Remodulin for PAH, we used the mutual recognition process. Under th
then applicable, centralized filing was not required and we perceived the decentralized procedure to be the most effective means for apr
We filed our first MAA in France in February 2001. Review of our application was completed in 2005. As a result, Remodulin was approv
23 member countries of the EU under the mutual recognition process described above. We withdrew applications in Spain, the United K
and Ireland with the intent of resubmitting some or all of the applications when we filed for approval for intravenous Remodulin since the:
countries required additional information not required by the other European countries.

To secure European regulatory approval for Tyvaso, we submitted an MAA to the EMA via the centralized process in December 20
Regulations in Europe have changed since we made our initial filing for Remodulin and all therapies for orphan diseases must now use 1
centralized process. In February 2010, we withdrew our MAA from consideration by the EMA due to the EMA's major objection related tc
findings of non-compliance with good clinical practice (GCP) at two clinical sites. The EMA stated that these findings would preclude a
recommendation for approval of Tyvaso in the EU. The EMA had no major objections at the time of withdrawal related to the safety or ef
of Tyvaso.

To secure approval of the Tyvaso Inhalation System in the United States, applicable regulations require a quality system for the de:
manufacture, packaging, labeling, storage, installation and servicing of devices intended for commercial distribution. These quality syste
regulations require that various specifications and controls be established for devices, devices be designed under a quality system to me
specifications, devices be manufactured under a quality system, finished devices meet these specifications, devices be correctly installe
checked and serviced, quality data be analyzed to identify and correct quality problems, and complaints be processed. Regulatory autho
may also require additional patient data to support approval for these devices. We are also subject to inspections by regulatory agencies
ensuring that we meet all requirements during inspections.

To continue marketing our products after approval, applicable regulations require us to maintain a positive risk-benefit profile, maint
regulatory applications through periodic reports to regulatory authorities, fulfilling pharmacovigilance requirements, maintaining manufac
facilities according to the FDA's current Good Manufacturing Practices requirements, and successfully completing regulatory
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agency inspections, among other requirements. Our manufacturing facilities are subject to continual review and periodic inspections.

Our telemedicine products are manufactured at contract facilities that are regulated by the FDA under different laws and regulation:
apply to medical devices. The telemedicine devices designed and sold by Medicomp have received marketing clearance from the FDA u
Section 510(k) of the Food, Drug and Cosmetic Act. Medical devices are required to be manufactured in conformance with the FDA's QL
System Regulations.

In the United States, many independent third-party payers, as well as the Medicare and State Medicaid programs, reimburse our
Commercial Products. Medicare is the federal program that provides health care benefits to senior citizens and certain disabled and chre
ill persons. Medicaid is the federal program administered by the states to provide health care benefits to certain indigent persons. The M
contractors who administer the program provide reimbursement for our pharmaceutical Commercial Products at a rate generally equal tc
the published average wholesale price as of October 1, 2003 (the Medicare Part B payment formula for drugs infused through durable rr
equipment) or 106% of Average Sales Price (the Medicare Part B payment formula for drugs inhaled through durable medical equipmen
State Medicaid programs also generally provide reimbursement for our Commercial Products, at reimbursement rates that are below the
published average wholesale price and that vary from state to state. In return for including our pharmaceutical Commercial Products in tl
Medicare and Medicaid programs, we have agreed to pay a rebate to State Medicaid agencies that provide reimbursement for those
have also agreed to sell our Commercial Products under contracts with the Veterans Administration, Department of Defense, Public Heg
Service and numerous other federal agencies as well as certain hospitals that are designated as 340B entities (entities designated by fe
programs to receive drugs at discounted prices) at prices that are significantly below the price we charge to our specialty pharmaceutica
distributors. These programs and contracts are highly regulated and impose restrictions on our business. Failure to comply with these re
and restrictions could result in a loss of our ability to continue receiving reimbursement for Remodulin. We estimate that between 35-509
Remodulin and Tyvaso sales in the United States are reimbursed under the Medicare and Medicaid programs.

Employees

We had 410 employees as of January 5, 2010. We also maintain active independent contractor relationships with various individua
of whom have month-to-month or annual consulting agreements. We believe our employee relations are excellent.

Industry Segments and Geographic Areas

We operate two business segments: pharmaceuticals and telemedicine. We sell our products in the United States and throughout t
the world. The information required by Item 101(b) and 101(d) of Regulation S-K relating to financial information about industry segment
geographical areas, respectively, is contained in Note 19 of the consolidated financial statements included in this Annual Report on Forn

Corporate Website

Our Internet website addres$iitp://www.unither.com Our filings on Form 10-K, Form 10-Q, Form 3, Form 4, Form 5, Form 8-K and
any and all amendments thereto are available free of charge through this internet website as soon as reasonably practicable after they a
furnished to the Securities and Exchange Commission (SEC). They are also available through the SEC at
http://www.sec.gov/edgar/searchedgar/companysearch.html
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EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list, as of February 1, 2010, setting forth certain information regarding our executive officers. Each executive offic
holds office until the first meeting of the Board of Directors after the annual meeting of shareholders, aiglartigr successor is elected
qualified or until his or her earlier resignation or removal. Each executive officer's employment will end pursuant to the terms of his or he
employment contract. Each of the employment contracts generally provides for an initial term of service of five years, which five-year ter
be renewed after each year for additional one-year periods.

Name Age  Position

Martine A. Rothblatt, Ph.D., J.D., M.B.A. 55 Chairman, Chief Executive Officer and
Director

Roger Jeffs, Ph.D. 48 President, Chief Operating Officer and
Director

John M. Ferrar 55 Chief Financial Officer and Treasul

Paul A. Mahon, J.D. 46 Executive Vice President for Strategic
Planning, General Counsel and Corporate
Secretary

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. Prior to United Therapeutics, she created and served as Chairman and CEO of Sirius Satellite Radio. She also led th
International Bar Association's efforts to present the United Nations with a draft Human Genome Treaty. Heolbkse orRM INE: H owG
EOETHICSC AN R ESOLVE THEC ONFLICT B ETWEENP UBLIC ANDP RIVATEl NTEREST$ N X ENOTRANSPLANTATIONWAS published by Ashgate in 2004.
She is a co-inventor on three of our patents pertaining to treprostinil.

Roger Jeffs, Ph.Djoined United Therapeutics in September 1998 as Director of Research, Development and Medical. Dr. Jeffs was
promoted to Vice President of Research, Development and Medical in July 2000 and to President and Chief Operating Officer in Januan
Prior to 1998, Dr. Jeffs worked at Amgen, Inc. as Manager of Clinical Affairs and Associate Director of Clinical Research from 1995 to 1¢
where he served as the worldwide clinical leader of the Infectious Disease Program.

John M. Ferrarijoined United Therapeutics in May 2001 as Controller. Mr. Ferrari was promoted to Vice President of Finance in
December 2003 and to Vice President of Finance and Treasurer in June 2004. In August 2006, Mr. Ferrari was promoted to Chief Finan
Officer and Treasurer. Prior to joining United Therapeutics, Mr. Ferrari served as Controller for Blackboard, Inc., from 1998 to 2001.
employment with Blackboard, Inc., Mr. Ferrari served in various senior financial management positions since beginning his accounting c
1984.

Paul A. Mahon, J.Dhas served as General Counsel and Corporate Secretary of United Therapeutics since its inception in 1996. In.
2001, Mr. Mahon joined United Therapeutics full-time as Senior Vice President, General Counsel and Corporate Secretary. In Novembe
Mr. Mahon was promoted to Executive Vice President for Strategic Planning, General Counsel and Corporate Secretary. Prior to June 2
served United Therapeutics, beginning with its formation in 1996, in his capacity as principal and managing partner of a law firm speciali
technology and media law.
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ITEM 1A. RISK FACTORS
Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements made pursuant to the safe harbor provisions of Section 21E
Securities Exchange Act of 1934 (the Exchange Act) and the Private Securities Litigation Reform Act of 1995 which are based on our be
and expectations as to future outcomes. These statements include, among others, statements relating to the following:

. Expectations of revenues, profitability, and cash flows;

. The sufficiency of current and future working capital,

. The expectation that our 0.50% Convertible Senior Notes due October 2011 (Convertible Senior Notes) will be held tc
. The ability to obtain financing or raise capital in the futi

. The expectation of liquidating our investment holdings without significant losses;

. The value of our common stock;

. The timing and outcome of clinical studies and regulatory fili

. The pace and timing of enrollment in our clinical tri:

. The expectation and timing of regulatory approvals for drug candidates under development and the timing of related sales;
. The achievement and/or maintenance of both domestic and international regulatory approvals;

. The outcome of potential future regulatory actions, including audits and inspections, from the United States Food

Administration (FDA) and international regulatory agencies;

. The existence and activities of competitors;
. The pricing of Remodul® (treprostinil) Injection (Remodulin), Adcir® (tadalafil) tablets (Adcirca) and Tyve® (treprostinil’
Inhalation Solution (Tyvaso) (which we refer to as our Commercial Products);
. The expected volume and timing of sales of our commercial therapies;
. The dosing and rate of patient use of our Commercial Proc
. The impact of competing therapies, including generic products, on sales of our Commercial F
. The expectation that we will be able to maintain adequate inventories of our Commercial Products;
. The adequacy of our intellectual property protections and expiration dates on our patents and licensed patents and produc
. The ability of third parties to market, distribute and sell our prod
. The projected timing and costs relating to our construction pro
. The potential effects of the Auction-Rate Securities Rights Offer and our expectations regarding the right to borrow thereur
. The expected timing of payments to third parties under license agree
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. The outcome of any litigation or arbitration proceedings in which we are or may become involved;

. The expected impact of new accounting stand:

. The expectation that our business tax credit carryforwards will be fully utilized;

. Any statements preceded by, followed by or that include any form of the words "believe," "seek," "expect," "predict,"
"anticipate," "forecast,” "project," "intend," "estimate," "should," "could," "may," "will," or similar expressions; and

. Other statements contained or incorporated by reference in this Annual Report on -K that are not historical fact

The statements identified as forward-looking statements may elt&hiir—Management's Discussion and Analysis of Financial
Condition and Results of Operatioasin this Annual Report on Form 10-K. These statements are subject to risks and uncertainties and ou
actual results may differ materially from anticipated results. Factors that may cause such differences include, but are not limited to, those
discussed below. We undertake no obligation to publicly update forward-looking statements, whether as a result of new information, futu
events or otherwise.

Risks Related to Our Business
We have a history of losses and may not maintain profitability.

We have experienced financial reporting periods in which we incurred net losses. For example, for the year ended December 31, 2
recognized a net loss of approximately $49.3 million as we incurred a fourth quarter charge to research and development of $150.0 millic
connection with our license of certain rights to commercialize Adcirca from Eli Lilly and Company (Lilly). We also incurred a net loss of
$3.3 million in the quarter ended December 31, 2009. While we believe we formulate our annual cash-based operating budgets with rea
assumptions and targets, there may be factors that could affect our profitability and cause uneven quarterly and/or annual operating rest

We rely heavily on sales of Remodulin and Tyvaso to produce revenues.

During the twelve months ended December 31, 2009, net Remodulin sales accounted for approximately 90 percent of our total
Tyvaso, which we commercially launched in September 2009, accounted for approximately five percent of our revenues. A wide variety
events, many of which are described in other risk factors below, could cause net Remodulin and/or Tyvaso sales to decline. For example
regulatory approvals for Remodulin were withdrawn, we would be unable to sell Remodulin and our business could be jeopardized. In th
that GlaxoSmithKline PLC (Glaxo) terminates its assignment agreement or Pfizer, Inc. (Pfizer) terminates its license agreement, we wou
no further rights to utilize assigned patents or trade secrets to develop and commercialize Remodulin and Tyvaso. Any substantial chang
dosing pattern of patients using Remodulin, due to combination therapy, side effects, deaths or any other reason, could decrease re
In addition, we rely on third parties to produce, market, distribute and sell Remodulin and Tyvaso. The inability of any one of these third |
to perform these functions, or the failure of these parties to perform successfully, could negatively affect our revenues. Because we are
dependent on sales of Remodulin and Tyvaso, any reduction in sales of either or both of these products would cause our results of oper
suffer.
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We may not compete successfully with established and newly developed drugs or products, or the companies that develop and market
them.

We compete with established drug companies for, among other things, funding, licenses, expertise, personnel, clinical trial patients
third-party collaborators. We also compete with these companies for market share. Most of these competitors have substantially gre:
marketing, sales, distribution and technical resources than we do. These competitors also have more experience in areas such as resea
development, clinical trials, sales and marketing and regulatory matters than we do.

There are existing treatments that compete with our products, especially in the field of PAH. For the treatment of PAH, we compete
several approved products in the United States and worldwide, including the following: Flolan®, Ventavis®, Tracleer®, Revatio®, Letairi
Thelin® and two generic epoprostenol formulations. Patients and doctors may perceive these competing products as safer, more effecti
convenient and/or less expensive than our therapies. Alternatively, doctors may reduce the prescribed doses of our products if they pres
them as combination therapy with our competitors' products. In addition, certain competing products are less invasive than Remodulin al
use of these products may delay or prevent initiation of Remodulin therapy. Any of these circumstances may dampen our sales growth,
our revenues to decline.

As a result of merger activity, Actelion Ltd (Actelion), Gilead Sciences, Inc. and Pfizer presently control the majority of the approved
therapies for PAH in the United States. In addition to reducing the number of competitors through merger activity, each of these compan
achieved considerable influence over prescribers through the sales and marketing of their respective therapies and through market dom
this therapeutic area. The future commercialization of additional forms of PAH therapies could exert downward pressure on the pricing o
products and reduce our market share.

Discoveries or development of new products or technologies by others may make our products obsolete or less useful.

Other companies may discover or introduce new products that render all or some of our technologies and products obsolete or
noncompetitive. Our commercial therapies may have to compete with numerous investigational products currently in development. In ad
alternative approaches to treating chronic diseases, such as gene therapy, may make our products obsolete or noncompetitive. Other
investigational therapies for PAH could be used in combination with, or as a substitute for, our therapies. If this occurs, doctors may redt
discontinue the use of our pharmaceutical products for their patients.

If third-party payers do not reimburse our products, or if third- party payers reduce or limit reimbursements for our products, our sale
will suffer.

Third-party payers such as Medicare, Medicaid and private insurance companies agree to reimburse the costs of our pharmaceutic
products. Accordingly, our commercial success is tied to such third-party payers. These third-party payers frequently challenge the pricir
new and expensive drugs. Consequently, it may be difficult for our specialty pharmaceutical distributors or wholesalers to obtain reimbur
of our products from third-party payers. Alternatively, third-party payers may reduce the amount of reimbursement for our products base
changes in pricing of other therapies for PAH, including generic formulations of other approved therapies. If third-party payers do not apj
our products for reimbursement, or limit their amount of reimbursement, patients could opt for a competing product that is approved for
reimbursement. Presently, most third-party payers, including Medicare and Medicaid, reimburse the cost of our Commercial Products. O
prostacyclin analogue products, Remodulin and Tyvaso, are expensive therapies. The Medicare Modernization Act (MMA) requires that
negotiate a new price for our commercial products with the Centers for
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Medicare and Medicaid Services. As a result of the staggered implementation of the MMA, our products have not yet been subject to its
provisions; however, future reimbursements could be subject to reduction. Furthermore, to the extent that private insurers or managed ¢
programs follow any reduced Medicaid and Medicare coverage and payment developments, the negative impact on our business would
compounded. Further legislative developments related to hesakthreform at the federal and state level appear likely and such legislatio
adversely impact our business.

We rely in part on third parties to perform activities that are critical to our business. Our ability to generate commercial sales or
conduct clinical trials could suffer if our third-party suppliers and service providers fail to perform.

Frequently, we involve third parties to assist us in conducting clinical studies, obtaining regulatory approvals, and marketing and
distributing our products, as we do not possess the internal capacity to perform all of these functions. Accordingly, the success of these
parties in performing their contractual obligations is critical to our operations. Furthermore, we may not locate acceptable contractors or ¢
into favorable agreements with them.

We manufacture treprostinil with raw materials and advanced intermediate compounds supplied by vendors. The inability of our ver
supply these raw materials and advanced intermediate compounds in the quantities we require could delay the manufacture of treprostir
commercial use and for use in our clinical trials.

We rely on Baxter International Inc. (Baxter) to manufacture Remodulin for us. We are also evaluating alternative supply arrangeme
including other third-party production arrangements and the production of Remodulin in our combination office and laboratory facility tha
recently completed in Silver Spring, Maryland. In addition, we have increased our supply of Remodulin to cover three years of expected
demand. If we are unable to implement these alternatives satisfactorily, we may not have sufficient inventory levels of Remodulin to mee
demand.

Catalent Pharma Solutions, LLC (Catalent) manufactures Tyvaso for commercial use. In addition, Catalent conducts stability studie
Remodulin and Tyvaso for us and analyzes other products that we are developing. We are producing oral treprostinil at our new manufa
facility in Research Triangle Park, North Carolina. Our process to manufacture oral treprostinil has not been approved by the FDA, i
may encounter unforeseen obstacles in getting the process approved. Catalent also maintains the ability to manufacture oral treprostinil

NEBU-TEC International Med Products Eike Kern GmbH (NEBU-TEC) retains many responsibilities related to the manufacture of tl
Tyvaso Inhalation System, which includes a nebulizer and related accessories. Although we manage the manufacturing process, we rely
NEBU-TEC to provide the labor to manufacture the Tyvaso Inhalation System. We rely on NEBU-TEC to adhere to and maintain the
manufacturing process in accordance with all applicable regulatory requirements. Any regulatory compliance problems encountered by |
TEC relative to the manufacture of the Tyvaso Inhalation System could adversely affect the sale of Tyvaso. The NEBU-TEC facility is the
facility currently approved for the manufacturing of the Tyvaso Inhalation System. If we are unable to manufacture or supply the Tyvaso
Inhalation System in the quantities we require or if our suppliers are unable to supply sufficient parts to manufacture the Tyvaso Inhalatic
System, it could delay, disrupt or prevent us from selling Tyvaso, which could impede our business and the projected growth in our busir

We rely on Accredo Therapeutics, Inc. (Accredo), CuraScript, Inc. (CuraScript), and CVS Caremark (Caremark) to market, distribut
sell Remodulin and Tyvaso in the United States. These distributors are also partially responsible for negotiating reimbursementpdrom th
payers for the cost of our therapies. In January 2010, we notified Accredo, CuraScript and Caremark of our intention to increase the pric
Remodulin for all concentrations by 9.6 percent effective March 25, 2010. We

30

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 32 of 211



Table of Contents

also intend on increasing the price of Remodulin to our international distributors in 2010. If our distributors do not recognize acceptable
margins, they may discontinue the sale of our products. Furthermore, if our domestic and international distributors devote fewer resource
selling our products or are unsuccessful in their sales efforts, our revenues will suffer.

Pursuant to certain rights we licensed from Lilly in 2008 to commercialize Adcirca, Lilly manufactures and supplies Adcirca to us, ar
use Lilly's pharmaceutical wholesaler network to distribute Adcirca in the United States and Puerto Rico. If Lilly is unable to manufacture
supply Adcirca or its distribution network is disrupted, it could delay, disrupt or prevent us from selling Adcirca, which could impede the
projected growth of our business.

Although most of our current suppliers and service providers could be replaced, a change in suppliers and/or service providers cou
interrupt the distribution of our Commercial Products and our other products and services, and impede the progress of our clinical trials,
commercial launch plans and related revenues.

Our manufacturing strategy presents the following risks:

. We and our third-party manufacturers are subject to the FDA's current Good Manufacturing Practices in the United States
similar stringent regulatory standards internationally. Although we can control compliance issues with respect to our interne
synthesis and manufacturing processes, we do not have control over regulatory compliance by our third-party manufacture

. Even if we and our thirgharty manufacturers were to comply with domestic and international drug manufacturing regulat
sterility and quality of the products being manufactured could be substandard. If this were to occur, such products would ne
available for sale or use;

. If we have to replace a third-party manufacturer or our own manufacturing operations, the FDA and its international counte
would require new testing and compliance inspections. Furthermore, a new manufacturer would have to be educated in the
processes necessary to manufacture and commercially validate our products, as manufacturing our treprostinil-based prod

complex;
. We may be unable to contract with needed manufacturers on satisfactory terms or at all; and
. The supply of materials and components necessary to manufacture and package our Commercial Products and our of

may become scarce or interrupted. Disruptions to the supply of these materials could delay the manufacture and subseque
of such products. Any products manufactured with substituted materials or components would be subject to approval from
FDA and international regulatory agencies before they could be sold. The timing of any such regulatory approval is difficult
predict.

Any of these factors could delay clinical trials or commercialization of our products, entail higher costs, and result in the inability
products effectively.

Our operations must comply with extensive FDA and comparable international regulations. Failure to obtain approvals on a timely
basis or to achieve continued compliance could delay, disrupt or prevent the commercialization of our products.

The products we develop must be approved for marketing and sale by regulatory agencies and, once approved, are subject to exte
regulation by such agencies. The process of obtaining and maintaining regulatory approvals for new drugs is lengthy, expensive and unc
The manufacture, distribution, advertising and marketing of these products are also subject to extensive regulation. Any future prodt
we receive could be accompanied by significant restrictions on the use or marketing of the product. Potential products may fail to receive
marketing approval on a timely basis,
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or at all. If granted, product approvals can be withdrawn for failure to comply with regulatory requirements—e.g., a failure to comply with
FDA's post-marketing requirement and post-marketing conditions for Tyvaso could result in its withdrawal from the market—or upon the
occurrence of adverse events subsequent to commercial introduction. We are subject to similar oversight and regulation governing how
manufacture and sell our approved products.

Discovery of previously unknown problems with our marketed products or problems with our manufacturing, regulatory, compliance
promotional or sales activities could result in regulatory restrictions on our products, including withdrawal of our products from the marke
we fail to comply with applicable regulatory requirements, we could be subject to penalties that may consist of fines, suspension of regul
approvals, product recalls, seizure of our products and/or criminal prosecution.

Reports of side effects, such as sepsis, associated with intravenous Remodulin could cause physicians and patients to avoid or
discontinue use of Remodulin in favor of alternative treatments.

Sepsis is a serious and potentially life-threatening infection of the bloodstream caused by a wide variety of bacteria. Intravenous
prostacyclins are infused continuously through a catheter placed in a large vein in the patient's chest. Sepsis is an expected consequenc
type of delivery. As a result, sepsis is included as a risk in both the Remodulin and Flolan package inserts. Although a discussion of the
sepsis is currently included on the Remodulin label, and the occurrence of sepsis is familiar to physicians who prescribe intravenously
administered therapies, concerns about bloodstream infections may adversely affect a physician's prescribing practice of Remodulin.

If our products fail in clinical trials, we will be unable to obtain or maintain FDA and international regulatory approvals and will be
unable to sell those products.

To obtain regulatory approvals from the FDA and international regulatory agencies such as the European Medicines Agency (EMA)
must conduct clinical trials demonstrating that our products, including any devices used to deliver them, are safe and effective. In the pa:
several of our product candidates failed or were discontinued at various stages in the development process. In addition, we may need to
ongoing trials or the FDA and/or international regulatory agencies may require us to perform additional trials beyond those we planned. !
occurrences could result in significant delays and additional costs and related clinical trials may be unsuccessful. In November 2008
that our FREEDOME Phase Il clinical trial of oral treprostinil did not achieve statistical significance for its primary endpoint. Because
decided to amend the protocol for our current FREEDOM-M Phase Il clinical trial and conduct a new Phase Il clinical trial, FREEDOM-
we expect delays in completing our clinical trials for oral treprostinil and do not anticipate filing a New Drug Application (NDA) prior to 20

The length of time that it takes for us to complete clinical trials and obtain regulatory approval for marketing varies by product, prodi
and country. Furthermore, we cannot predict with certainty the length of time it will take to complete necessary clinical trials or obtain
regulatory approval of our future products.

Our clinical trials may be discontinued, delayed, or disqualified for various reasons. These reasons include:

. The drug is ineffective, or physicians believe that the drug is ineffe:
. Patients do not enroll in our studies at the rate we ex
. Ongoing or new clinical trials conducted by drug companies in addition to our own clinical trials may reduce the number of

patients available for our trials;

. Patients experience severe side effects during treat
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. Other investigational or approved therapies are viewed as more effective or convenient by physicians or patients;

. Our clinical trial sites or our contracted clinical trial administrators do not adhere to the trial's pi

. Ouir trials do not comply with applicable regulations or guidelines;

. We do not pass inspections by regulatory agencies;

. Patients die during our trials because of an adverse event related to the trial drug, their disease is too advanced, or the

medical problems unrelated to the drug being studied;
. Drug supplies are unavailable or unsuitable for use in our studies; and

. The results of preclinical testing cause delays in our trials.

In addition, the FDA and its international equivalents have substantial discretion over the approval process for pharmaceutical prod
such, these regulatory agencies may not agree that we have demonstrated the requisite level of product safety and efficacy.

Our corporate compliance program cannot guarantee that we comply with all potentially applicable federal, state and international
regulations.

The development, manufacture, distribution, pricing, sales, marketing, and reimbursement of our products, together with our generz
operations, are subject to extensive federal, state, local and international regulations. These regulations are subject to frequent revis
introduce more stringent requirements. While we believe we have developed and instituted adequate corporate compliance programs, w
ensure that we will always be in compliance with these regulations. If we fail to comply with any of these regulations, we could be subjec
range of penalties including, but not limited to: the termination of clinical trials, the failure to approve a product candidate, restrictions on
products or manufacturing processes, withdrawal of our products from the market, significant fines, exclusion from government healthca
programs, and other sanctions or litigation.

If the licenses, assignments and alliance agreements we depend on are breached or terminated, we could lose our right to develop and
sell products covered by such agreements.

Our business depends upon the acquisition, assignment and license of drugs and other products that have been discovered and ini
developed by others. Under our product license agreements, we receive certain rights to existing intellectual property owned by third pat
subject to the terms of each license agreement. Our assignment agreements transfer all right, title and interest in and to the intellectual
to us, subject to the terms of each agreement. In addition, we may be required to obtain licenses to other third-party technologies to
commercialize our early-stage products. This dependence on technology developed by others involves the following risks:

. We may be unable to obtain future licenses or assignment agreements at a reasonable cost or at all;
. If any of our licenses or assignment agreements are terminated, we will lose our rights to develop and market relate
. Our license and assignment agreements generally provide the licensor or assignor the right to terminate these arrange

event we breach such agreements—e.g., we fail to pay royalties and other fees timely; and

. If a licensor or assignor fails to maintain the intellectual property licensed or assigned to us as required by most of our
assignment agreements, we may lose our rights to develop
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ard market some or all of our products. In addition, we may be forced to incur substantial costs to maintain the intellectual
property ourselves or force the licensor or assignor to do so.

Certain license and assignment agreements may restrict our ability to develop related products in certain countries and/or for particL
diseases and may impose other restrictions on our freedom to develop and market our products.

When we license or are assigned drugs and other products that have been discovered and initially developed by third parties, our r
frequently limited. For instance, our rights to market Adcirca are geographically limited to the United States and Puerto Rico; however, w
would have an opportunity to negotiate with Lilly for the rights to market Adcirca in other territories in the event that Lilly decides not
Adcirca in a particular country. Furthermore, we cannot undertake any additional investigatory work with respect to Adcirca in other indic
of pulmonary hypertension without Lilly's prior approval. Lilly also has authority over all regulatory activities, the right to determine the ret
price for Adcirca and the wholesale price at which they sell Adcirca to us.

Provisions in our license and assignment agreements may impose other restrictions that affect our ability to develop and market rel
products. For example, Glaxo retained an exclusive option and right of first refusal to negotiate a license agreement with us if we decide
license any aspect of the commercialization of Remodulin and Tyvaso anywhere in the world. Similarly, our amended license agreement
Toray Industries, Inc. (Toray) includes a conditional non-compete clause that grants Toray the right to be our exclusive provider of berap
MR. Moreover, we must also meet certain minimum annual sales to maintain our exclusive rights to beraprost-MR.

If our or our suppliers' patents or other intellectual property protections are inadequate, our revenues and profits could suffer or our
competitors could force our products out of the market.

The period under which our commercial and developmental therapies are protected by our patent rights is limited. Our U.S. patent 1
method of treating PAH with Remodulin will expire in October 2014 (it has already received the maximum five-year extension). Patents
covering methods of making Remodulin and Tyvaso in the U.S. and the EU expire between October 2017 and October 2018. The paten
Adcirca for the treatment of pulmonary hypertension will expire in 2017 and our patents for Tyvaso will expire in the United States and in
various countries throughout the EU in 2018 and 2020, respectively.

Upon the expiration of our patents, competitors may develop generic versions of our products and market those generic versior
with our products. Competitors may also seek to design around our patents prior to their expiration to develop competing products.

The scope of any patent may be insufficient to deter competitors and patent laws of international jurisdictions may not protect our ri
the same extent as the patent laws of the U.S. Furthermore, our suppliers' intellectual property protection may not be adequate. Conseq
competitors may attempt to invalidate our existing patents before they expire. In addition to patent protection, we also rely on trade secre
proprietary know-how and technological advances. We enter into confidentiality agreements with our employees and others, but these
agreements may be ineffective in protecting our proprietary information.

To the extent third-party patents cover our products or services, we, or our strategic collaborators would be required to seek license
the holders of these patents in order to manufacture, use, or sell our products and services. Payments under these licenses would reduc
profits from the sale of related products and services. Moreover, we may be unable to obtain these licenses on acceptable terms or at al
fail to obtain a required license or are unable to alter the design of our technology to avoid infringing a third-party patent, we would be ur
market related products and services.
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We may initiate litigation to enforce or defend our patents or proprietary rights; however, litigation can be time-consuming and costl
may not conclude favorably. If we are unsuccessful with respect to any future legal action in the defense of our patents and our patents
invalidated or canceled, our business could be negatively impacted. Furthermore, any licensed rights, patents or other intellectual prope!
possess may be challenged, invalidated, canceled, infringed or circumvented and therefore, may not provide us with any competitive ad

In July 2005, Vanderbilt University filed a lawsuit in the U.S. District Court for the District of Delaware against ICOS Corporation (IC
seeking to add three of its scientists as co-inventors of the tadalafil compound and method-of-use-patents. Lilly has since acquired ICOS
patents that were the subject of this lawsuit are the same patents licensed to us by Lilly. In January 2009, the district court judge rule
ICOSI/Lilly, declining to add any of these scientists as an inventor on either patent. The plaintiff has appealed this ruling. Lilly believes the
claims are without legal merit and expects to prevail in the appeal; however, it is not possible to determine the outcome. An unfavorable
outcome could have a material adverse effect on our license for Adcirca.

We may not maintain adequate insurance coverage to protect us against significant product liability claims.

The testing, manufacturing, marketing, and sale of drugs and diagnostics involve product liability risks. Although we currently maint
product liability insurance, we may not be able to maintain this insurance at an acceptable cost, if at all. In addition, our insurance coverz
not be adequate for all potential claims. If claims or losses significantly exceed our liability insurance coverage, we may be forced out of
business.

Our marketable investments may be subject to a loss in value and liquidity.

There has been deterioration and instability in the financial markets. Even though we believe we take a conservative approach to in
our funds, these periods of extraordinary disruption and readjustment in the financial markets expose us to investment risk. Related risk:
result in a significant loss of value and liquidity of our investments. Furthermore, issuers of the securities we hold could be subject to cre
rating downgrades. This could result in future impairment charges with respect to our investment portfolio and our cash flows and operat
results could be negatively affected.

If we need additional financing and cannot obtain it, our product development and sales efforts may be limited.

We may be required to seek additional sources of financing to meet unplanned expenditures. Unplanned expenditures could be sig
and may result from necessary modifications to product development plans or product offerings in response to difficulties encountered w
clinical trials. We may also face unexpected costs in preparing products for commercial sale, or in maintaining sales levels of our current
marketed therapeutic products. If we are unable to obtain additional funding on commercially reasonable terms or at all, we may be
delay clinical studies, curtail operations or obtain funds through collaborative arrangements that may require us to relinquish rights to cel
products or potential markets.

Furthermore, we may require additional financing to meet significant future obligations. Our Convertible Senior Notes require partia
settlement. Specifically, upon conversion we will be required to pay in cash the principal balance of approximately $250.0 million or the
conversion value at the settlement date, whichever is less. The Convertible Senior Notes will mature in October 2011, but may be conve
prior to maturity at the election of their holders if certain criteria are met. In addition, awards granted under our non-dilutive Share Tracki
Awards Plan (STAP) entitle
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paticipants to receive in cash an amount equal to the appreciation in the price of our common stock, which is calculated as the positive
difference between the closing price of our common stock on the date of exercise and the date of grant. Consequently, the STAP may re
significant future cash payments to the extent the price of our common stock continues to appreciate and the number of vested STAP av
increases over time. While we believe that our operating budgets incorporate the anticipated outlays of cash required by the STAP, if we
have sufficient funds to meet our contractual obligations under the Convertible Senior Notes and the STAP or are unable to secure alter!
sources of financing, we could be in default, face litigation and/or lose key employees.

Improper handling of hazardous materials used in our activities could expose us to significant liabilities.

Our research and development and manufacturing activities involve the controlled use of chemical and hazardous substances and
expanding these activities both in their scale and in new locations. In addition, patients may dispose of our products using means we do
control. Such activities subject us to numerous federal, state, and local environmental and safety laws and regulations that govern the
management, storage and disposal of hazardous materials. Compliance with current or future environmental laws and regulations can re
significant costs; furthermore, we can be subject to substantial fines and penalties in the event of noncompliance. While we believe we ¢
with laws and regulations governing these materials, the risk of accidental contamination or injury from these materials cannot be compl
eliminated. Furthermore, once chemical and hazardous materials leave our site, we cannot control what our hazardous waste removal ¢
choose to do with these materials. In the event of an accident, we could be liable for substantial civil damages or costs associated with tl
cleanup of the release of hazardous materials. Any related liability could exceed our resources and could have a materially adverse effe
business.

We may encounter substantial difficulties managing our growth relative to product demand.

Several risks are inherent in our business development plans. Achieving our goals will require continued and substantial investmen
research and development, sales and marketing, and facilities. For example, we have spent considerable resources building and seekin
regulatory approvals for our laboratories and manufacturing facilities. These facilities may be insufficient to meet future demand for our
products or we may have excess capacity at these facilities if future demand falls short of our expectations, or if we do not receive regulz
approvals for the products we intend to produce at these facilities. In addition, constructing our facilities is expensive, and our ability to re
our investment will depend on sales of the products manufactured at these facilities in sufficient volume to increase our revenues su
we experience sales growth, we may have difficulty managing inventory levels as marketing new therapies is complicated, and gauging
demand is often difficult and uncertain.

Our ability to recognize the full value of our business tax credits may be limited.

As of December 31, 2009, we had approximately $80.9 million in business tax credit carryforwards. These tax credit carryforwards
on various dates through 2028. The Internal Revenue Service (IRS) has not yet audited or reviewed these business tax credit carryforwe
we began utilizing them for the 2008 tax year. We have conducted reviews of these tax credit carryforwards and have recognized reserv
those tax credits that we believe may be disallowed upon examination by the IRS. However, it is possible that, upon examination, the IR
reduce our business tax credit carryforwards further. Any reduction in business tax credit carryforwards will increase our tax expense an
shorten the period before we are required to pay federal income taxes.
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In addition, certain business tax credit carryforwards that were generated at various dates prior to December 2008 may be subject t
limitations on their use pursuant to Internal Revenue Code Section 382 (Section 382) as a result of ownership changes as defined therei
Presently, we do not expect that these business tax credit carryforwards will expire unused. If Section 382 ownership changes occut
the utilization of related carryforwards may be deferred and may expire unused.

Furthermore, our future operations may not generate sufficient taxable income in order to utilize our business tax credit carryforwar
Consequently, all or a portion of our business tax credit carryforwards might expire unused.

We have been named as a party to derivative lawsuits. Litigation proceedings are inherently uncertain and could result in an
unfavorable outcome.

Derivative lawsuits have been filed against certain of our directors and named executive officers relating to the modification of awar
granted under our STAP and the exchange of certain stock options granted under our Amended and Restated Equity Incentive Plan. We
been named as nominal defendant in these lawsuitR&eg, Item 111— Legal Proceedingfor a more detailed description of these
proceedings. The defense of these lawsuits and any future actions could result in significant legal fees, divert our management's attentic
the operation of our business, and result in an outcome that could be costly and have an adverse effect on the structure of our comg
and our ability to attract and retain employees.

From time to time, we may be involved in other lawsuits and proceedings incidental to the conduct of our business. We are not a pe
any other lawsuit or proceeding that, in the opinion of our management, is likely to have a material adverse effect on our financial positio
results of operations.

Risks Related to Our Common Stock
The price of our common stock can be highly volatile and may decline.

The price of common stock can be highly volatile within the pharmaceutical and biotechnology sector. Consequently, there can be
significant price and volume fluctuations in the market that may not always relate to operating performance. The table below sets forth tt
and low closing prices for our common stock for the periods indicated, as adjusted for the two-for-one split of our common stock:

High Low
January 1, 20(—December 31, 200 $ 5431 $ 23.9¢
January 1, 20(—December 31, 200 $ 57.9¢ $ 24.5]
January 1, 20(—December 31, 200 $ 52.8¢ $ 27.8¢

The price of our common stock could decline sharply due to the following factors, among others:

. Quarterly and annual financial and operating results;

. Failure to meet estimates or expectations of securities analysts;

. The results of our clinical trial:

. Physician, patient, investor or public concerns regarding the efficacy and/or safety of products marketed or being deve

or by others;

. Changes in, or new legislation and regulations affecting reimbursement of, our therapeutic products by Medicare or Me
changes in reimbursement policies of private health insurance companies;

37

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 39 of 211



Table of Contents

. Announcements by us or others of technological innovations or new products or announcements regarding our existing prc
. Interference in patent or other proprietary rig

. Substantial sales of our common stock by us or our existing shareholders;

. Future issuances of common stock by us or any other activity which could be viewed as being dilutive to our shareholders;
. Rumors among or incorrect statements by investors and/or analysts concerning our company, our products, or

. Failure to maintain, or changes to, our approvals to sell our proi

. Discovery of previously unknown problems with our marketed products or problems with our manufacturing, regulatory,

compliance, promotional, marketing or sales activities that result in regulatory restrictions on our products, including withdr:
of our products from the market;

. Failure to obtain or maintain regulatory approvals from the FDA and international regulatory agencies;

. Accumulation of significant short positions in our common stock by hedge funds or other investors or the significant
accumulation of our common stock by hedge funds or other institutional investors with investment strategies that may lead
short-term holdings;

. Timing and outcome of additional regulatory submissions and approvals; and

. General market condition
We may fail to meet third-party projections for our revenues or profits.

Many independent securities analysts publish independently developed quarterly and annual projections of our revenues and profit:
estimates are inherently subject to uncertainty. As a result, actual revenues and net income may differ from these projections, and even
variations in reported revenues and profits compared to securities analysts' expectations could have a significant impact on the price of ¢
common stock.

Sales of our common stock may depress our stock price.

The price of our common stock could decline if: (1) we issue common stock to raise capital or to acquire a license or business; (2)
shareholders transfer ownership of our common stock, or sell substantial amounts in the public market; or (3) our investors become con
that substantial sales of our common stock may occur. A decrease in the price of our common stock could make it difficult for us to raise
or fund acquisitions through the use of our stock.

The conversion of some or all of the Convertible Senior Notes when the price of our common stock exceeds $52.85 per share woul
the ownership interests of our existing shareholders. Any sales of our common stock issued upon such conversion could adversely affec
prevailing market price of our common stock. Furthermore, the existence of the Convertible Senior Notes may encourage short sellir
participants because the conversion of the Convertible Senior Notes could depress the price of our common stock.
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The fundamental change purchase feature of the Convertible Senior Notes may delay or prevent an otherwise beneficial attempt to take
over our company.

We may be required to repurchase the Convertible Senior Notes by their holders in the event of a fundamental change, which inclu
takeover of our company. This may delay or prevent a takeover of our company that would otherwise be beneficial to our shareholders.

Provisions of Delaware law and our certificate of incorporation, by-laws, shareholder rights plan, and employment and license
agreements could prevent or delay a change of control or change in management that may be beneficial to our public shareholders.

Certain provisions of Delaware law and our certificate of incorporation, 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 our securities; and/or
. the replacement or removal of current management by our shareh

For example, our certificate of incorporation divides our Board of Directors into three classes. Members of each class are elected fc
staggered three-year terms. This provision may make it more difficult for shareholders to replace the majority of directors. It may also de
accumulation of large blocks of our common stock by limiting the voting power of such blocks.

Non-competition and other restrictive covenants in most of our employment agreements will terminate upon a change in control tha
approved by our Board.

We enter into certain license agreements that generally prohibit our counterparties to these agreements or their affiliates from takin
necessary steps to acquire or merge with us, directly or indirectly throughout the term of these agreements, plus a specified period tl
are also party to certain license agreements that restrict our ability to assign or transfer the rights licensed to us to third parties, including
with whom we wish to merge, or those attempting to acquire us. These agreements often require that we obtain the prior consent of the
counterparties to these agreements if we are contemplating a change in control. If our counterparties to these agreements withhold their
related agreements could be terminated and we would lose related license rights. These restrictive change-in-control provisions could in
prevent mergers that could benefit our shareholders.

Our existing directors and executive officers own a substantial portion of our common stock and might be able to influence the outcome
of matters requiring shareholder approval.

Our directors and executive officers beneficially owned approximately 9.7 percent of our outstanding common stock as of Decembe
2009. Shares beneficially owned include stock options that could be exercised by those directors and executive officers within 60 days o
December 31, 2009. Accordingly, these shareholders as a group may be able to influence the outcome of matters requiring shareholder
including the election of our directors. Such shareholder influence could delay or prevent a change in control that could benefit our s

Because we do not intend to pay cash dividends, our shareholders must rely on stock appreciation for any return on their investment in
us.

We have never declared or paid cash dividends on our common stock. Furthermore, we do not intend to pay cash dividends in
a result, the return on an investment in our common stock will depend entirely upon the future appreciation in the price of our common si
There can be no assurances that our common stock will provide a return to investors.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Maryland—In December 2009, we completed construction of our new combination office and laboratory facility, which is connected
leased Phase | laboratory in Silver Spring, Maryland. The Phase | laboratory is used for the synthesis of treprostinil-based compounds a
monoclonal antibodies. We expect to use our newly constructed office and laboratory facility to manufacture Remodulin, Tyvaso and
monoclonal antibodies for commercial use. It is also our corporate headquarters. Our old corporate headquarters and the buildings adjac
will be demolished for the construction of a new office building beginning in 2010, which we expect to be complete in 2012. We also own
other buildings in Silver Spring across the street from our existing buildings, which are used to support our operations. We also lease sp
warehouse near Silver Spring to maintain some of our raw material inventory used in our treprostinil manufacturing and synthesis proce:

Florida—We own our Remodulin Therapy Assistance office building in Satellite Beach, Florida. Lung Rx, LLC (Lung Rx), also occu
portion of this building. Our subsidiaries, Lung Rx and Medicomp Inc., lease manufacturing and office space, respectively, in Melbourne,
Florida.

North Carolina—We own a 200,000 square foot combination manufacturing facility and office building in Research Triangle Park, N
Carolina, which is occupied by our clinical research and development and commercialization staffs. We warehouse and distribute Tyvas
manufacture oral treprostinil at this location.

Other locations— Our legal department occupies leased space in Washington, D.C. We own a building adjacent to this office to hot
virology-related government contracting operations. Our subsidiary, Unither Neurosciences, Inc., leases office space in Burlington, Verm
Our subsidiary, United Therapeutics Europe, Ltd. (UTEL), owns a 24,000 square foot building and land near London, which is their
headquarters. UTEL also purchased a building in Oxford, England, which will serve as laboratory space for our glycobiology projects. In
addition, United Therapeutics Europe, Ltd., and LungRx Limited lease office space near London, England. Our Canadian subsidiary, Un
Biotech Inc., leases office space in Magog, Quebec, Canada. Our German subsidiary, Unither Therapeutik GmbH, leases office and pro
space from NEBU-TEC in Elsenfeld, Germany.

We believe that these facilities are adequate for our current operations and that additional land and facilities for future expansion ar
reasonably available.

The office space in Melbourne, Florida, is used in our telemedicine segment. All other properties and leased facilities are used in ot
pharmaceutical segment.

ITEM 3. LEGAL PROCEEDINGS

As previously disclosed in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, on May 7, 2009, purporte
shareholder Jeffrey Benison IRA filed a derivative complaint in the Court of Chancery for the State of Delaware against those of our dire
who were members of our Board of Directors as of December 31, 2008, and us as a nominal defendant. An amended complaint, which t
plaintiff filed on August 27, 2009 (purportedly on our behalf), alleged, among other things, that the named director defendants breached
fiduciary duties of loyalty in connection with the 2008 modification of awards granted under the United Therapeutics Corporation Share
Tracking Awards Plan (STAP) and the exchange of certain stock options granted under our Amended and Restated Equity Incentive Pla
amended complaint also alleged that our Chief Executive Officer should not have been able to exchange certain of the stock options she
exchanged pursuant to the same 2008 exchange. On October 2, 2009, a second plaintiff, the Retirement Board of
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Allegheny County, filed a derivative complaint asserting similar challenges Berlsoncomplaint described above, also in the Court of
Chancery for the State of Delaware. On November 9, 2009, the Court of Chancery entered an order consolidating these two derivative a
The order authorizes the plaintiffs to file a consolidated amended complaint and provides that the defendants are not required to respon
to the previously filed complaints. As of February 26, 2010, a consolidated amended complaint has not yet been filed.

We disclosed the amendment of awards granted under the STAP and exchange of options (including by our Chief Executive Office
filings with the Securities and Exchange Commission, including our Current Reports on Form 8-K filed on June 6, 2008, November 26, 2
and December 31, 2008, our tender offer statement on Schedule TO, filed on November 26, 2008, and amendments thereto filed on De«
and 31, 2008, our Annual Report on FormKL(iHled on February 26, 2009, our Definitive Proxy Statement on Schedule 14A, filed on Aj
2009, and our Quarterly Reports on Form 10-Q, filed on May 1, 2009, and July 31, 2009. The plaintiffs are seeking unspecified monetar
damages, purportedly for United Therapeutics Corporation, as well as attorneys' fees and costs and injunctive relief. We believe the plai
allegations are without merit and have defended and intend to continue to defend against these claims vigorously. Furthermore, we have
advised that the individual director and officer defendants also intend to defend against these claims vigorously.

On July 28, 2009, the Retirement Board of Allegheny County also filed a complaint against us in the Court of Chancery for the State
Delaware seeking an order allowing the plaintiff to inspect our records relating principally to the same issues addressed in its derivative |
summarized above, as well as attorneys' fees and costs. We have reached an agreement-in-principle with the plaintiff to resolve this ma
each party to bear its own fees and costs, and pursuant to which we produced certain corporate books and records in November 2009.

From time to time, we may be involved in other lawsuits and proceedings incidental to the conduct of our business. We are not a pe
any other lawsuit or proceeding that, in the opinion of our management, is likely to have a material adverse effect on our financial positio
results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of security holders during the fourth quarter of the fiscal year covered by this report.
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PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market for Common Equity

Our common stock (and associated preferred stock purchase rights) trades on the NASDAQ Global Select Market under the symbc
"UTHR". The table below sets forth the high and low closing prices for our common stock for the periods indicated, as adjusted for the tw
one split of our common stock on September 22, 2009:

2009 2008

High Low High Low
January —March 31 $ 36.6¢ $ 29.6( $ 51.5¢ $ 37.4(
April 1—June 3( $ 429 $ 27.8¢ $ 48.8¢ $ 41.0¢
July 1—September 3 $ 50.3C $ 39.32 $ 57.9¢ $ 49.6¢
October —December 3. $ 52.8¢ $ 40.6¢ $ 53.02 $ 24.5]

As of February 19, 2010, there were 46 holders of record of our common stock. We estimate that there are approximately 13,000 b
owners of our common stock. As of February 22, 2010, the closing price of our common stock was $55.06 per share.

Dividend Policy

We have never paid and have no present intention to pay cash dividends on our common stock in the foreseeable future. We ir
any earnings for use in our business operations.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial data should be read in conjunction with our consolidated financial statements and the
accompanying the consolidated financial statementdtand7—Management's Discussion and Analysis of Financial Condition and Results
Operationsincluded in this Annual Report on Form 10-K. The historical results are not necessarily indicative of results to be expected for
periods. The following information is presented in thousands, except per share data.

Year Ended December 31,

2009 2008(3) 2007(3) 2006(3) 2005

Consolidated Statements o

Operations Data:
Revenue! $ 369,84¢ $ 281,497 $ 210,94! $ 159,63. $ 115,91
Operating expense

Research and developmt 122,18 239,18: 83,35: 57,57( 36,05:

Selling, general and administrat 176,33t 94,30¢ 99,021 56,05 24,65"

Cost of sale: 45,32 30,06¢ 22,26 17,02¢ 12,31¢
Total operating expens: 343,84° 363,55! 204,64( 130,65( 73,022
Income (loss) from operatiol 26,00! (82,05¢) 6,30 28,98: 42,89:
Other income (expense

Interest incomt 5,14¢ 11,02t 13,60z 10,70( 5,35¢

Interest expens (22,879 (11,439 (14,287 (2,417 (29

Equity loss in affiliate (141) (22€) (321) (491) (754)
Other, ne 63€ (2,02%) (826€) 1,19¢ 53
Total other income (expense), | (7,234 (1,665) (1,826 8,991 4,62¢
Net income (loss) before income ° 18,767 (83,72) 4,477 37,97: 47,52
Income tax benef 69t 34,39¢ 7,87¢ 34,62 17,49:
Net income (loss $ 19,46: $ (49,32) $ 12,35¢ $ 72,59¢ $ 65,01¢
Net income (loss) per shal

Basic(1) $ 037 $ (1.09 % 0.2¢ $ 1.5¢ ¢ 1.4z

Diluted(1) $ 0.3t $ (1.0¢ $ 0.2¢ $ 1.5C $ 1.2¢
Weighted average number

common shares outstandir

Basic(1) 53,31« 45,80: 42,44¢ 46,02( 45,65(

Diluted(1) 56,13: 45,80: 44,90: 48,27¢ 50,41:

Year Ended December 31

2009 2008(3) 2007(3) 2006(3) 2005

Consolidated Balance Shee

Data:
Cash, cash equivalents &

marketable investments( $ 378,12( $ 336,31¢ $ 299,79 $ 264,160 $ 170,34
Total asset 1,051,54. 874,53 585,24 476,31 291,411
Notes payabl 220,27. 205,69: 192,17: 179,60 —
Accumulated defici (74,746 (93,92)) (30,379 (42,729 (115,32
Total stockholders' equit 653,00¢ 555,33« 352,13: 272,55¢ 275,10:

Q) See Note 11 to the consolidated financial statements included in this Annual Report on Form 10-K for the computatic
basic and diluted net income per share. In addition, all share and pe
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data have been adjusted from previously reported amounts to reflect -for-one split of our common stock
September 22, 2009.

(2) Excludes restricted marketable investments and cash.

3) Adjusted retrospectively for the adoption of guidance pertaining to convertible debt instruments that may be settl
upon conversion included in Financial Accounting Standards Board (FASB) Accounting Standards Codification™
(ASC) 470-20Debt with Conversion Options and Other Opti¢f8SB ASC 470-20). See Note 9 to the consolidated
financial statements included in this Annual Report on For-K.

ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with our consolidated financial statements and related notes to the consolid:
financial statements included in this Annual Report on Form 10-K. The following discussion contains fookarglstatements made purst
to the safe harbor provisions of Section 21E of the Securities Exchange Act of 1934 and the Private Securities Litigation Reform Act of 1
These statements are based on our beliefs and expectations about future outcomes and are subject to risks and uncertainties that could
actual results to differ materially from anticipated results. Factors that could cause or contribute to such differences include those descrit
underPart I, tem 1A—Risk Factors—Forward Looking Statemappsearing in this Annual Report on FormH@nd factors described in otl
cautionary statements, cautionary language and risk factors set forth in other documents filed with the SEC. We undertake no obligation
publicly update forward-looking statements, whether as a result of new information, future events or otherwise.

Overview

United Therapeutics Corporation is a biotechnology company focused on the development and commercialization of unique produc
address the unmet medical needs of patients with chronic and life-threatening conditions.

Our key therapeutic platforms include:

. Prostacyclin analogues:stable synthetic forms of prostacyclin, an important molecule produced by the body that has power
effects on blood vessel health and function;

. Phosphodiesterase type 5 (P-5) inhibitors: molecules that act to inhibit the degradation of cyclic guanosine monopho
(cGMP) in cells. cGMP is activated by nitric oxide (NO), a naturally occurring substance in the body that mediates the relax
of vascular smooth muscle;

. Monoclonal antibodies antibodies that act by targeting tumor associated antigens on cancer ce

. Glycobiology antiviral agents:a novel class of small, sugar-like molecules that have shown pre-clinical indications of efficac
against a broad range of viruses.

We devote most of our resources to these key therapeutic platforms. In addition, we allocate our resources to developing products
therapeutic platforms and to commercialization and development of telemedicine products and services, principally for the detection of ¢
arrhythmias (abnormal heart rhythms).

Our lead product is Remodulin® (treprostinil) Injection (Remodulin) to be administered subcutaneously or intravenously for the trea
of pulmonary arterial hypertension (PAH). The
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United States Food and Drug Administration (FDA) initially approved Remodulin in 2002 for subcutaneous (under the skin) administratio
Subsequently, the FDA broadened its approval of Remodulin for intravenous (in the vein) use and for the treatment of patients who requ
transition from Flolan®, the first prostacyclin analogue approved by the FDA for the treatment of PAH. In addition to the United States,
Remodulin is approved in many other countries, primarily for subcutaneous use. In May 2009, the FDA approved Adcirca® (tadalafil) tak
(Adcirca), an oral therapy administered once daily for the treatment of PAH to which we acquired certain exclusive commercialization rig
from Eli Lilly and Company (Lilly). And, in July 2009, the FDA approved Tyvaso® (treprostinil) Inhalation Solution (Tyvaso), an inhaled
therapy for the treatment of PAH. We launched both Adcirca and Tyvaso for commercial sale in the third quarter of 2009. With the introd
of these two new therapies, we are now able to offer treatments to a broader range of patients who suffer from PAH. In addition, we are
continuing to develop an oral treprostinil.

Revenues

We derive most of our revenues from sales of Remodulin. Beginning with the quarter ended September 30, 2009, we have also rec
revenues from our recently approved therapies, Adcirca and Tyvaso, and expect these sources of revenue to grow over time, as the
broader acceptance in the market. We sell Remodulin and Tyvaso in the United States to our specialty pharmaceutical distributors: Accr
Therapeutics, Inc. (Accredo), CuraScript, Inc. (CuraScript), and CVS Caremark (Caremark). Adcirca is sold to pharmaceutical wholesale
are part of Lilly's pharmaceutical wholesaler network. The distribution of Adcirca to patients through pharmaceutical wholesalers is simile
the distribution mechanism used by Adcirca's main competitor, Revatio®. The distribution of Remodulin and Tyvaso through specialty
pharmaceutical distributors is similar to the distribution mechanisms of their main competitors, Flolan® and Ventavis®, respectively. We
sell Remodulin to distributors in other countries. Because discontinuation of Remodulin or Tyvaso therapy can be life threatening, we rec
our distributors to maintain minimum contingent inventory levels; consequently, sales of Remodulin and Tyvaso to our distributors in any
guarter may not be entirely indicative of patient demand. Our distributors typically place one bulk order per month based on their estimat
future demand and considerations of contractual minimum inventory requirements. As such, sales of Remodulin and Tyvaso can be affe
the timing and magnitude of distributor orders.

Other sources of revenue include telemedicine products and services in the United States. Our telemedicine products and services
designed to detect cardiac arrhythmias and ischemic heart disease, a condition that causes poor blood flow to the heart.

We operate in a highly competitive market. For instance, a small number of pharmaceutical companies control a majority of the cur
PAH therapies that are approved for use. There are also a number of investigational products currently in development that, if approved,
erode the market share of our existing commercial therapies. Competing therapies may have a significant impact on our revenues. \
the competition within our industry will only continue to increase.

Expenses

Since our inception, we have devoted substantial resources toward our various research and development initiatives. Accordingly, \
considerable costs related to our clinical trials and research, conducted both internally and by third parties, on a variety of projects to de
pharmaceutical products. We also seek to license or acquire promising technologies and/or compounds to be incorporated into our deve
pipeline.
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Major Research and Development Projects

Our major research and development projects focus on the use of prostacyclin analogues and PDE-5 inhibitors to treat cardiovascu
diseases, monoclonal antibodies to treat a variety of cancers, and glycobiology antiviral agents to treat infectious diseases.

Cardiovascular Disease Projects
Tyvaso

In November 2007, we completed a Phase Ill clinical trial of Tyvaso in patients with PAH who were also treated with either Tracleer
oral endothelin receptor antagonist (ETRA), or Revatio, a PDE-5 inhibitor. This clinical trial, called TRIUMPH-1, demonstrated a highly
statistically significant improvement in median six-minute walk distance, the endpoint primarily used to measure improvement in PAH pa

Based on the favorable results of TRIUMPH-1, we submitted a New Drug Application (NDA) in June 2008 to obtain FDA approval
market Tyvaso in the United States. In addition, we filed a Marketing Authorization Application (MAA) in December 2008 for Tyvaso with
European Medicines Agency (EMA) using the centralized filing process. In February 2010, we withdrew our MAA from consideration by
EMA due to the EMA's major objection related to findings of non-compliance with good clinical practice (GCP) at two clinical sites. The E
stated that these findings would preclude a recommendation for approval of Tyvaso in the EU. The EMA had no major objections at the |
withdrawal related to the safety or efficacy of Tyvaso.

On July 30, 2009, the FDA approved Tyvaso for the treatment of PAH using the Tyvaso Inhalation System. Commercial sales of Ty
began in September 2009. In connection with the Tyvaso approval, we have agreed to a post-marketing requirement (PMR) and certain
marketing commitments (PMCs). PMRs and PMCs are studies that sponsors conduct after FDA approval to gather additional informatiot
a product's safety, efficacy, or optimal use. PMRs are required studies; whereas, a sponsor voluntarily commits to conduct PMCs. We al
required to provide the FDA annual updates on our PMR and PMCs. Failure to complete the studies or adhere to the timelines set b’
the PMR could result in penalties, including fines or withdrawal of Tyvaso from the market, unless we are able to demonstrate good cau:
not completing the studies or adhering to our timelines.

In accordance with the PMR, we will conduct a long-term observational study in the U.S. that will include 1,000 patient-years of follc
in Tyvaso-treated patients, and 1,000 patient-years of follow-up in matched control patients receiving other PAH treatments to evaluate t
potential association between Tyvaso and oropharyngeal and pulmonary toxicity. We have submitted a draft protocol of the PMR to
review, and have committed to submitting the results by December 15, 2013.

The PMC requires us to modify the Tyvaso Inhalation System in the following ways: (1) create a titratable breath counter; (2) align/|
dome of the device; (3) add a battery back-up power pack; and (4) permanently fix the baffle plate to the dome. As part of the re-enginee
process, we have also agreed to perform a usability analysis incorporating the evaluation and prioritization of user-related risk followed t
human factors study, and we will conduct a study in healthy volunteers to collect pharmacokinetic data to verify expected dosing with the
modified device. We have submitted draft protocols for these PMCs to the FDA for review, and we have committed to submitting a Supp
to our Tyvaso NDA describing the results no later than October 31, 2010. The human factors study will commence in March 2010; theref
believe we are well on track to meet the timeline for final report submission.

In December 2008, we began enrolling patients in an open-label study in the United States to investigate what occurs when patient
Ventavis®, another inhaled prostacyclin analogue, are switched to Tyvaso. The study is almost complete, but remains ongoing while we
assessing study patients
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prior to their transition to commercial Tyvaso. Data is being prepared for presentation at scientific symposia.
Oral treprostinil

In December 2006, we initiated two clinical trials, FREEDOM-C and FREEDOM-M, to evaluate the safety and efficacy of oral treprc
in patients with PAH.

The FREEDOM-C Phase llI clinical trial was a study of patients currently on approved background therapy using a PDE-5 inhibitor,
as Revatio, or an ETRA, such as Tracleer, or a combination of both. We completed enroliment for FREEDOM-C in May 2008 and in
November 2008, we announced that FREEL-C failed to achieve statistical significance. Preliminary analysis of the data revealed that the
initial tablet strength was too high, which contributed to an inability to dose titrate (increase the dose to tolerability) and prevented ths
of optimal dosing levels. Consequently, the overall treatment effect of the therapy was muted. However, we believe that the results of the
FREEDOM-C clinical trial, particularly as they relate to treatment effect and dosing, support our continued development of oral treprostin
Accordingly, we commenced a second Phase I clinical trial, FREEDGMtE continue studying dosage and efficacy of oral treprostinil in
PAH patients on an approved background therapy. Enrollment in FREED&b&g2in in June 2009.

The FREEDOM-M Phase Il clinical trial is a 12-week study of newly-diagnosed PAH patients not currently on any background ther:
Based on our observations from the FREEDOM-C clinical trial relating to patient tolerability and tablet strength, we submitted a protocol
amendment to the FDA in February 2009 to add patients to the ongoing FREEDOM-M trial. These additional patients will be provided a |
strength tablet (0.25 mg) when they begin the trial and their doses will be titrated in 0.25 mg increments, which we believe will improve
tolerability. In addition, our amendment to the FREEDOM-M protocol specifies that the primary statistical analysis of the trial will include
those patients who started the trial using the 0.25 mg tablet. By amending FREEDOM-M we hope to achieve the following objectives: (1
assess more accurately the effectiveness of oral treprostinil; (2) to improve patient tolerability of oral treprostinil so that an effective r
dose can be attained; and (3) to reduce the rate of premature discontinuation due to adverse events. The statistical assumptions of the ¢
protocol provide for 90% power to observe a 45-meter treatment benefitrimiraixe walk distance at the significance level of 0.01. We be
the results of the protocol amendments will reflect the benefits of a favorable dosing regimen for oral treprostinil. In April 2009, we begar
enrolling patients in FREEDOM-M under the amended protocol.

Beraprost-MR

Pursuant to our license agreement with Toray Industries, Inc. (Toray), we are developing a modified release formulation of berapros
(beraprost-MR), an oral prostacyclin analogue, for the treatment of PAH. We have completed enrollment of a Phase Il clinical trial of ber:
MR to explore multiple-dose tolerability in patients with PAH, and began a second Phase Il clinical trial during the fourth quarter of 2009.
drug substance beraprost consists of equal amounts of four optical isomers, one of which is primarily responsible for the pharmacologic
of the drug. As we continue clinical development, we plan to explore the development of a modified release drug product containing only
most pharmacologically active isomer. In October 2007, beraprost-MR received regulatory approval in Japan for the treatment of PAH, a
July 2008, beraprost-MR was designated an orphan medicinal product by the EMA.

From inception to December 31, 2009, we have spent approximately $515.5 million on these and other cardiovascular programs.
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Cancer Disease Projects

In December 2007, we entered into two agreements with Memorial Sloan-Kettering Cancer Center to license certain rights to two
investigational monoclonal antibodies (3F8 and 8H9) for the treatment of neuroblastoma and metastatic brain cancer. We have been gra
orphan drug exclusivity in the United States and received a positive opinion from the committee on orphan medicinal products in the Eur
Union (EU) for the use of the 3F8 monoclonal antibody for the treatment of nheuroblastoma. In August 2009, we began enrolling patients
Phase Il clinical trial of 3F8 for primary refractory neuroblastoma. We have spent approximately $62.7 million from inception to Decembe
2009, on this and earlier programs in our cancer platform.

Infectious Disease Projects

Pursuant to our research agreement with the University of Oxford (Oxford), we have the exclusive right to commercialize a platform
glycobiology antiviral drug candidates in various preclinical and clinical stages of testing for the treatment of a wide variety of viruses. Th
our research agreement with Oxford, we are also supporting research into new glycobiology antiviral drug candidates and technologies.
currently testing many of these compounds in preclinical studies and Oxford continues to synthesize new agents. We have spent approx
$42.1 million from inception to December 31, 2009, on our infectious disease programs.

Cost of Product Sales

Cost of product sales comprises costs to manufacture or acquire products sold to customers. We manufacture treprostinil using adh
intermediate compounds purchased in bulk from several third-party vendors who have the capacity to produce greater quantities of thes
compounds more cost effectively than we do. In 2009, we received both FDA and EU approval to produce treprostinil in our Silver Sprin
Maryland, laboratory facility (Phase | Laboratory). Our manufacturing process has been designed to give us the flexibility to produce botl
treprostinil diethanolamine (the form of treprostinil used in our oral tablet) and treprostinil (used to produce Tyvaso and subcutaneous an
intravenous Remodulin) efficiently in proportion to forecasted demand.

We acquired the rights to the Tyvaso Inhalation System from NEBU-TEC in September 2009. For 2009 and for part of 2010, the Ty
starter Kits, consisting of two nebulizers and 28 days of drug and daily supplies, contain nebulizers manufactured by NEBU-TEC prior to
acquisition of that business. Because the starter kits contain two nebulizers, the cost of product sales for the starter kits is higher tha
resupply kits, which contain 28 days of drug and daily supplies but no nebulizer.

We use contract manufacturers to produce all of our products for commercial use. We extended our contract with Baxter Pharmace
Solutions, LLC (Baxter), through 2013 and as part of that contract amendment we have agreed that Remodulin will be manufactured on
production equipment and in larger quantities than the current manufacturing process. This new manufacturing process and related equi
will require FDA approval.

We are also evaluating alternative supply arrangements, including other third-party production arrangements and the manufacture «
Remodulin and Tyvaso in our combination office and laboratory facility that we recently completed in Silver Spring, Maryland (Phase Il
Facility). During 2009, we increased our inventory of Remodulin and Tyvaso from two years of expected demand to three years of expec
demand to ensure that we maintain adequate levels at all times. In addition, we have increased our inventory levels of treprostinil-based
compounds to meet similar levels. In conjunction with this projected increase in inventory, we obtained approval in the U.S. and Europe"
extend the shelf life of Remodulin from 30 months to 36 months.

48

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 50 of 211



Table of Contents
Future Prospects

Because PAH is a progressive disease without a cure, many patients continue to deteriorate on currently approved therapies. This
market growth opportunities for Remodulin, Tyvaso and Adcirca as viable alternatives or complements to existing therapies. Furthermore
anticipate that the market for our commercial products will continue to expand as more patients are diagnosed with PAH each year. We |
experienced annual revenue growth in excess of 30 percent since Remodulin was first approved in 2002. One of our principal objectives
maintain this level of growth. The continued achievement of this objective will depend upon the success of our commercial development
products within our pipeline and our ability to treat a broader spectrum of PAH patients. To this end, we continue to develop oral treg
seek to expand the use of our therapies to treat patients at earlier stages in the PAH disease pathway. With the commercial introduction
Tyvaso and Adcirca, we now expect to reach PAH patients along the full continuum of the disease.

We believe the outcome of our FREEDOM-M and FREEDOR/RBase IlI clinical trials of oral treprostinil will be successful.
Furthermore, we anticipate that the products developed under these clinical trials will generate future sources of revenue. However,
approval of oral treprostinil for marketing, we could be required to perform additional studies. This could cause unexpected delays in the
commercialization of oral treprostinil and could impede our anticipated revenue growth. Our future growth and profitability will depend on
many factors including, among many others: (1) the timing and outcome of clinical trials and regulatory approvals, including the PMC an
relating to the FDA's approval of Tyvaso; (2) the timing of the commercial launch of new products; (3) the pricing of and demand for our
products and services; (4) reimbursement of our products by public and private insurance organizations; and (5) the competition we face
our industry.

Financial Position

Cash, cash equivalents and marketable investments (excluding all restricted amounts) at December 31, 2009, were $378.1 million,
compared to approximately $336.3 million as of December 31, 2008. The increase in cash and marketable investments was driven main
(1) continued significant sales growth and related cash receipts from sales of Remodulin and the launch of Adcirca and Tyvaso; (2) t
in construction-related expenditures as we completed the construction of our facility in Research Triangle Park, North Carolina, during th
quarter of 2009; and (3) $24.4 million in net proceeds received from the exercise of stock options less cash paid for the exercise of awar
granted under the United Therapeutics Corporation Share Tracking Awards Plan (STAP) during the twelve-month period ended Decemk
20009.

Restricted cash and marketable investments were $40.0 million at December 31, 2009, and were comprised of $34.9 million pledge
security for our Phase | Laboratory and $5.1 million placed in the United Therapeutics Corporation Supplemental Executive Retirement |
Rabbi Trust Document (Rabbi Trust). At December 31, 2008, the components of our restricted cash and marketable investments were
$40.7 million pledged as security for our Phase | Laboratory and $5.1 million placed in the Rabbi Trust.

Accounts receivable at December 31, 2009, was $50.6 million, as compared to $28.3 million at December 31, 2008. The $22.3 mill
increase was due to higher Remodulin sales in the quarter ended December 31, 2009, as compared to the quarter ended December 31,
the commercial launch of Tyvaso September 2009.

Inventory increased $12.0 million during the year ended December 31, 2009, to $26.4 million as a result of our efforts to increase o
inventories of Remodulin, Tyvaso and treprostinil from a two-year supply to a three-year supply based on current demand.
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Goodwill and other intangible assets increased by approximately $10.6 million, from $7.8 million at December 31, 2008, to $18.
December 31, 2009. The increase resulted from the acquisition of the Tyvaso Inhalation Systems business from NEBU-TEC in Septemb

Property, plant and equipment at December 31, 2009, was $303.9 million, an increase of $81.2 million from $222.7 million at
December 31, 2008. The increase was driven by expenditures for our construction projects in Maryland and North Carolina during the tw
month period ended December 31, 2009. Construction of our North Carolina facility was completed in February 2009 and construction o
Phase Il Facility in Silver Spring, Maryland, was completed in December 2009.

Other current liabilities increased by $44.9 million from $16.5 million at December 31, 2008, to $61.4 million at December 31, 2009.
December 31, 2008, our liability for the STAP has increased by approximately $55.7 million primarily as a result of the appreciation in thi
of our common stock and the normal vesting accrual of outstanding awards. The increase in STAP liability was partially offset by a $5.4
reduction in taxes payable, which resulted from estimated tax payments.

The classification of our $250.0 million 0.50% Convertible Senior Notes due October 2011 (Convertible Senior Notes) shifted from :
current liability at December 31, 2008, to a current liability at December 31, 2009, because the contingent conversion criteria had been s
at December 31, 2009, and the Convertible Senior Notes are therefore convertible at the election of their holders (Note Holders). Specifi
the closing price of our common stock exceeded 120% of the initial conversion price for more than 20 days during the 30 consecutive tre
day period ending on December 31, 2009. This conversion determination is measured as of the end of each quarter. Accordingly, classif
of the Convertible Senior Notes may change in future quarters.

Other noncurrent liabilities at December 31, 2009, were $27.1 million as compared to $15.7 million at December 31, 2008. The
$11.4 million increase is primarily the result of the $6.6 million contingent consideration liability recorded in connection with the purct
Tyvaso Inhalation System business from NEBU-TEC. See Note 18 to the consolidated financial statements included in this Annual Repc
Form 10-K for more details on this arrangement.

Stockholders' equity was approximately $653.0 million at December 31, 2009, compared to approximately $555.3 million at Decem
2008. The increase of $97.7 million in stockholders' equity was driven in large part by the following: (1) net income of $19.5 million;
(2) $32.1 million in net proceeds from the exercise of stock options; and (3) the recognition of $40.1 million in share-based compensatiol

Results of Operations
Years ended December 31, 2009 and 2008

The following table presents the components of net revenues (dollars in thousands):

Year Ended
December 31, Percentage
2009 2008 Change
Cardiovascular product
Remodulin $ 331,57¢ $ 269,71¢ 22.%
Tyvaso 20,26¢ — 100.(%
Adcirca 5,78¢ — 100.(%
Telemedicine services al
products 10,96¢ 9,48k 15.€%
License fee: 1,244 2,29¢ (45.6)%
Total revenue: $ 369,84¢ $ 281,49 31.4%
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The growth in revenues experienced during 2009 resulted in large part from the increase in the number of patients prescribed Rem
and the commercial launches of both Tyvaso and Adcirca. For the years ended December 31, 2009 and 2008, approximately 88% and &
respectively, of net Remodulin revenues were earned from our three distributors located in the United States. 100% of our Tyvaso re
earned from the same three distributors. Adcirca revenues are earned from sales to national and regional pharmaceutical wholesalers.

Total revenues are reported net of: (1) estimated government rebates; (2) prompt pay discounts; (3) fees to our distributors for serv
(4) allowances for sales returns or exchanges; (5) estimated rebates to third-party payers; and (6) reimbursements to Lilly for sales of Ac
that are not for the treatment of pulmonary hypertension in accordance with the terms of our license agreement. We pay government ret
state Medicaid agencies that pay for our Commercial Products. In addition, we may enter into contractual arrangements with third-party
to provide a rebate to these payers for the cost of therapy. We estimate our liability for these rebates based on the historical level of invo
received from state Medicaid agencies and third-party payers by product relative to the specific sales of each product in the United State
2009, no third-party payer rebates were contractually due. Prompt pay discounts are offered on sales of our Commercial Products if the
invoices are paid in full within a specific time period from the date of sale. We estimate our liability for prompt pay discounts based o
payment patterns. Fees paid to our distributors for services are estimated based on contractual rates for specific services applied to the
units of service provided by our distributors for the period. The allowance for sales returns for Adcirca is based on published industry dat
related to specialty pharmaceuticals, as that segment of industry data is most relevant to Adcirca. The allowance for exchanges for Rem
based on historical sale exchanges, which have been too immaterial to record. Since Tyvaso is distributed in the same manner and unds
contractual arrangements as Remodulin, we are estimating that Tyvaso will experience the same sales exchange pattern as Remodulin.

The table below presents a reconciliation of the liability accounts associated with estimated government and third-party rebates, pre
discounts, fees due to our distributors for services, allowances for sales returns, reimbursements to Lilly for sales of Adcirca not related 1
pulmonary hypertension and the net reductions to revenues related to these items (in thousands):

Year Ended
December 31,
2009 2008

Liability accounts, at beginning of peri $ 4,09¢ $ 2,87¢
Additions to liability attributed to sale

in:
Current perioc 21,33¢ 14,49¢
Prior period — 12¢
Payments or reductions attributed to
sales in
Current perioc (13,979 (10,72
Prior period (4,81¢) (2,68¢)
Liability accounts, at end of peric $ 6,63¢ $ 4,09
Net reductions to revenu $ 21,33 $ 14,62)
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The table below summarizes research and development expense by major project and non-project components (dollars in thousant

Year Ended
December 31, Percentage
2009 2008 Change
Project and nor-project:
Cardiovascula $ 61,57« $ 60,54¢ 1.7%
License fee—Adcirca — 150,00( N/A
Shar~basec
compensatiol 36,29¢ 16,20( 124.(%
Other 24,32( 12,43: 95.€%
Total research ar
development
expense $ 122,18¢ $ 239,18: (48.9%

Cardiovascular license fees—AdcircaDuring the year ended December 31, 2008, we expensed $150.0 million of upfront fees that w
paid to Lilly in connection with the licensing and commercialization of Adcirca. There were no comparable transactions entered into durir
year ended December 31, 20

Share-based compensationThe increase in share-based compensation expense of $20.1 million for the year ended December 31, :
compared to the year ended December 31, 2008, can be attributed to the following: (1) the increase in the fair value of awards granted L
STAP as a result of the increase in the price of our common stock; (2) increases in the number of outstanding STAP awards; and (3) the
of STAP awards vested and the time that unvested awards have accrued toward vesting as of December 31, 2009.

Other. The increase in other research and development expenses of approximately $11.9 million during the year ended Decembe
2009, compared to those for the year ended December 31, 2009, corresponded mainly to an increase in expenditures related to our
investigational projects, including those within our monoclonal antibody and glycobiology antiviral agent therapeutic platforms, and an inc
in personnel and overhead costs related to supporting research and development. Research and development expenses for our individu
platforms includes only direct labor and out-of-pocket expenses, and excludes overhead and indirect personnel costs.

The table below summarizes selling, general and administrative expense by major categories (dollars in thousands):

Year Ended
December 31, Percentage
2009 2008 Change
Category:
General and administratr $ 68,60¢ $ 41,28¢ 66.2%
Sales and marketir 43,59: 32,89¢ 32.5%
Shar-based compensatic 64,13¢ 20,12¢ 218.1%
Total selling, general ai
administrative expen: $ 176,33¢ $ 94,30¢ 87.(%

General and administrative. During the year ended December 31, 2009, general and administrative expense increased $27.3 milliol
compared to the year ended December 31, 2008, for the following reasons: (1) an impairment charge of $4.2 million recognized on three
Silver Spring, Maryland, properties that housed employees prior to relocating to our newly-completed Phase Il Facility, which are schedLt
be demolished in 2010 in connection with commencement of construction on the last phase of our Silver Spring campus; (2) increases ir
professional fees of approximately $4.2 million for the year ended December 31, 2009, related to our ongoing litigation, reviewing potent
acquisitions,
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ertering new license agreements, and other matters; (3) $3.7 million of expenses for validation work to manufacture Remodulin on differ
equipment; and (4) an increase in general operating expenses of $13.7 million resulting from our overall growth this year.

Sales and marketing. The increases in sales and marketing expenses of approximately $10.7 million for the year ended December
2009, compared to the year ended December 31, 2008, related primarily to increased expenses for the commercialization of our two nev
products, Tyvaso and Adcirca.

Share-based compensationFor the year ended December 31, 2009, share-based compensation increased by $44.0 million over the
period in 2008. During the quarter ended December 31, 2008, we reversed approximately $6.4 million in estimated compensation expen
had been accrued through September 30, 2008, for a potential year-end stock option grant to our Chief Executive Officer, which is base
formula set forth in her employment agreement. Our Chief Executive Officer did not receive a stock option grant for the year ended
December 31, 2008. By contrast, our Chief Executive Officer did receive a year-end stock option grant at the end of 2009 in accordance
formula in her employment agreement, and we recognized approximately $14.5 million in share-based compensation expense for the ye
December 31, 2009. The remainder of the increase in share-based compensation expense can be attributed to the following: (1) the inct
the fair value of awards granted under the STAP as a result of the increase in the price of our common stock; (2) an increase in the num
outstanding STAP awards; and (3) the number of STAP awards vested and the time that unvested STAP awards had accrued towar
December 31, 2009.

Income Tax Benefit. As a result of the net losses we incurred before income taxes, we recognized income tax benefits of $34.4
the year ended December 31, 2008. For the year ended December 31, 2009, we recognized income tax benefits of approximately $695,
the business tax credits we generate from our orphan drug-related research and development activities.

Years ended December 31, 2008 and 2007

The following table presents the components of net revenues (dollars in thousands):

Year Ended
December 31, Percentage
2008 2007 Change
Remodulin $ 269,71¢ $ 200,87¢ 34.%%
Telemedicine services ar
products 9,48¢ 7,725 22.8%
Distributor fees 2,23¢ 2,16( 3.4%
Other product: 60 17¢ (66.5)%
Total revenue $ 281,497 $ 210,94! 33.5%

The growth in revenues experienced during 2008 resulted in large part from the increase in the number of patients prescribed Rem
For the years ended December 31, 2008 and 2007, approximately 89% and 87%, respectively, of net Remodulin revenues were earned
three distributors located in the United States.

Total revenues are reported net of estimated government rebates, prompt pay discounts and fees due to our distributors for set
government rebates to state Medicaid agencies that pay for Remodulin. We estimate our liability for such rebates based on the historica
government rebates invoiced by state Medicaid agencies relative to sales of Remodulin in the United States. Prompt pay discounts ¢
sales of Remodulin if the related invoices are paid in full, generally within 60 days from the date of sale. We estimate our liability for pron
pay discounts based on historical payment patterns. Fees paid to our distributors for services are estimated based on contractual rates f
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specific services applied to the estimated units of service provided by our distributors for the period. In addition, we evaluate the sale
that have occurred during the period to see if a sales exchange reserve is required. Based on the low level of sales exchanges, no reser
sales exchanges has been in our opinion required.

The table below presents a reconciliation of the liability accounts associated with estimated government rebates, prompt pay discot
fees to our distributors for services and the net reductions to revenues relating to these items (in thousands):

Year Ended
December 31,
2008 2007

Liability accounts, at beginning of peric $ 2,87¢ $ 2,36¢
Additions to liability attributed to sales i

Current perioc 14,49¢ 12,43¢

Prior period 12¢ 27¢
Payments or reductions attributed to st

in:

Current perioc (10,72 (9,83¢)

Prior period (2,68¢) (2,36€)
Liability accounts, at end of peric $ 4,09 $ 2,87¢
Net reductions to revenu $ 14,627 $ 12,70:

The table below summarizes research and development expense by major project and non-project components (dollars in thousan

Year Ended
December 31, Percentage
2008 2007 Change
Project and nor-project:
Cardiovascula $ 60,54¢ $ 38,45¢ 57.48%
License fee: 150,00( 11,01z 1262.(%
Cancel 2,771 13,87 (80.0%
Infectious diseas 1,55¢€ 824 88.£%
Shar-based compensati 16,20( 12,37¢ 30.€%
Other 8,10¢ 6,80¢ 19.(%
Total research ar
development expen: $ 239,18. $ 83,35 187.(%

Cardiovascular projects. Expenses associated with our inhaled and oral treprostinil programs increased by approximately $8.9 milli
for the year ended December 31, 2008. The increase in expenditures related to these programs resulted from activities associated with:
progression of ongoing clinical trials; (2) the filing for regulatory approval for inhaled treprostinil in the United States and the EU; and (3)
announcement of the results of the FREEDOM-C trial of oral treprostinil. In addition, during the year ended December 31, 2008, expens
incurred in connection with the development of beraprost-MR rose by approximately $6.0 million when compared to the year ended
December 31, 2007. This increase was largely attributable to milestone payments made to Toray pursuant to our license agreement for
development of beraprost-MR. Lastly, the growth during 2008 of our clinical staff to focus on new and investigational cardiovascular proj
resulted in a corresponding increase in salaries and related expenses of approximately $5.1 million.

Cardiovascular license fees.During the quarter ended December 31, 2008, we made a one-time, upfront payment of $150.0 million
pursuant to a license agreement and a related manufacturing and
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supply agreement entered into with Lilly regarding the commercialization of Adcirca. We expensed these payments as research and
since Adcirca had not yet been approved for marketing by the FDA and therefore commercial feasibility had not been demonstrated at tt

Cancer projects. In December 2007, we terminated our ovarian cancer program based on the results of the IMPACT | and Il clinica
trials of OvaRex. Consequently, expenditures associated with our cancer programs decreased substantially in the year ended Decel
compared to the year ended December 31, 2007.

Share-based compensationThe increase in share-based compensation in 2008 resulted from: (1) achievement awards in connectio
the attainment of specific company-wide performance milestones of which a portion is paid with awards granted under the STAP; and (2
increase in the number of employees during the 2008.

The table below summarizes selling, general and administrative expense by major category (dollars in thousands):

Year Ended
December 31, Percentage
2008 2007 Change
Category:
General and administrativ $ 41,28 $ 38,51¢ 7.2%
Sales and marketir 32,89¢ 24,15¢ 36.2%
Shar+-based compensati 20,12: 36,35¢ (44.6)%
Total selling, general ar
administrative expens $ 94,30¢ $ 99,02% (4.8)%

General and administrative. The increase in general and administrative expenses in 2008 reflects in part headcount growth and
corresponding personnel-related expenses of approximately $2.0 million as we expanded our administrative staff to support the anticipa
growth of our business. In addition, professional fees rose by approximately $3.5 million in 2008 and relate to services provided in conne
with prospective and consummated business transactions during the year. The increases in pdasedm@ipenses and professional fees
partially offset by a decrease of approximately $3.1 million in impairment-related charges during 2008.

Sales and marketing. For the year ended December 31, 2008, personnel-related costs increased by approximately $3.6 million as &
result of increases in departmental headcount. In addition, expenses associated with new marketing campaigns and initiatives and other
promotional activities rose by approximately $3.7 million during 2008.

Share-based compensationDuring the year ended December 31, 2007, we recognized share-based compensation expense of
approximately $23.7 million, representing the fair value of the Chief Executive Officer's year-end stock option grant, which is determined
on a formula set forth in her employment agreement. Based on this formula, our Chief Executive Officer did not receive a stock option gr
the year ended December 31, 2008. The decrease in share-based compensation recognized relating to this award was patrtially offset b
increase in share-based compensation of approximately $7.5 million in 2008 and resulted from: (1) achievement awards in connection w
company-wide milestone incentive bonus program of which a portion is paid with awards granted under the STAP; and (2) an increase i
total number of employees in 2008.

Income Tax Benefit. As a result of our net loss incurred before income taxes for the year ended December 31, 2008, we recognizec
income tax benefits of $34.4 million for the year then ended. For the year ended December 31, 2007, we recognized income tax benefits
approximately $7.9 million, resulting principally from the generation of business tax credits during the year for our orphan drug related re
and development activities.

55

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 57 of 211



Table of Contents
Liquidity and Capital Resources

Since FDA approval of Remodulin in 2002, funding for our operations has been derived principally from related revenues. We belie
our existing revenues and working capital resources will be adequate to fund our operations as demand for Remodulin has grown steadi
2002. Furthermore, our customer base remains stable and, we believe, presents minimal credit risk. During the quarter ended Septembe
2009, we launched Adcirca and Tyvaso for commercial sale. We anticipate that these new products will generate significant future reven
cash flows. However, any projections of future cash flows are inherently subject to uncertainty. To compensate for such uncertainty, we
seek other sources of funding and believe we have the ability to do dteer8deA—Risk Factors—We have a history of losses and may not
maintain profitabilityandltem 1A—Risk Factors—We may fail to meet third-party projections for our revenues or.profits

Operating Cash Flows and Working Capital

Net cash provided by operating activities was $97.6 million for the year ended December 31, 2009, compared to $49.2 million in ne
used by operating activities for the year ended December 31, 2008. In 2009, net cash provided by operating activities increased primaril:
our significantly higher revenues in 2009 over 2008 and the one-time, upfront, non-refundable payment in 2008 of $150.0 million to Lilly
connection with our license for the commercial rights to Adcirca. The effect of this acquisition expense, net of tax, reduced our cash prov
operating activities in 2008 by approximately $60.0 million.

At December 31, 2009, we had negative working capital of $5.7 million compared to positive working capital of $239.8 million at
December 31, 2008. The decrease is primarily due to the reclassification of our Convertible Senior Notes from long-term debt to short-te
as of December 31, 2009, because they became eligible for conversion by the Note Holders. Our expectation, based on our understandi
historical behavior of holders of convertible notes with terms similar to ours, is that our Convertible Senior Notes will continue to be held
they mature in October 2011. Consequently, we believe that we have approximately $214.6 million of working capital available at De
2009, for our operating needs.

In addition, at December 31, 2009, we had approximately $148.6 million of long-term (meaning the security is set to mature more tt
year from December 31, 2009) marketable securities that could be liquidated if necessary to fund our operations. Most of these ¢
scheduled to mature prior to October 2011 when our Convertible Senior Notes are set to mature.

Lastly, we had approximately 7.6 million shares of vested stock options outstanding at December 31, 2009, with a weighted averag
exercise price of $29.78 per share. These vested stock options, if exercised, would provide us with $226.3 million of additional cash.

Auction-Rate Securities

As of December 31, 2009, we hold approximately $36.2 million (par value) of illiquid auction-rate securities (ARS). The decline in fe
value of ARS, including ours, reflects conditions relating to the general collapse of the credit markets. Our ARS are collateralized by stuc
loan portfolios that are approximately 91% guaranteed by the federal government and maintain a credit rating of AAA. Historically, ARS
provided liquidity to investors through their interest rate reset feature—i.e., interest rates on these securities are reset through a bidding |
(or auction) at frequent, pre-determined intervals (typically every 7 to 28 days). At each reset date, investors can choose to either mainte
holdings or liquidate them at par value. Since February 2008, auctions related to our ARS have failed, rendering these securities illiquid.

To mitigate the risks associated with our ARS, we entered into an Auction Rate Securities Rights Offer (Rights Offer) during the fou
quarter of 2008 with the investment firm that maintains our
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ARS account. Pursuant to the Rights Offer, we can sell our ARS to the investment firm for a price equal to their par value at any time bef
June 30, 2010, and July 2, 2012. In addition, to help meet any immediate liquidity needs, the Rights Offer permits us to borrow up to the
value of the ARS. The Rights Offer provides us with additional flexibility to recover the full cost of our investment prior to the maturity of t
securities. We expect to sell our ARS to the investment firm on the earliest date agreed to under the Rights Offer and do not anticipe
against the ARS while the Rights Offer remains open.

Construction Projects

In February 2009, we completed the construction of our facility in Research Triangle Park, North Carolina (RTP Facility) at a cost of
approximately $106.8 million. The RTP Facility is approximately 200,000 square feet and consists of a manufacturing operation and offic
space. The manufacturing operation will be used primarily for the production of oral treprostinil. In addition, it is expected that the RTP F
will support the production and distribution of other drug candidates that we are developing. Currently, we warehouse and distribute Tyv:
from our RTP Facility. Our clinical development, regulatory and sales and marketing personnel occupy the facility's office space.

In December 2009, we completed construction of our Phase Il Facility, which is attached to our Phase | Laboratory, at a cost of
approximately $96.3 million. The Phase Il Facility will serve as our corporate headquarters and we anticipate manufacturing Remodi
and monoclonal antibodies in the new facility. In May 2009, we amended the terms of our November 2008 guaranteed maximum price
construction management agreement with the Whiting-Turner Contracting Company (Whiting-Turner) for the construction of the Phase |
Facility. The May 2009 amendment converted the guaranteed maximum price into a lump sum and increased our total obligation from
approximately $61.3 million to $67.5 million, as a result of several change orders previously agreed upon with Whiting-Turner. Our rema
obligation associated with this contract is $5.3 million as of December 31, 2009.

Both the RTP Facility and the Phase Il Facility were funded using cash provided by our operations. During the years ended Decem|
2009 and 2008, we spent approximately $78.4 million and $93.8 million, respectively, on to the construction of the RTP Facility and
Facility. As of December 31, 2009, inception-to-date expenditures related to these construction projects approached $197.8 million.

Share Tracking Awards Plan

Awards granted under the STAP entitle participants to receive in cash the appreciation in our common stock, which is calculated as
positive difference between the closing price of our common stock on the date of grant and the date of exercise. Accordingly, the STAP
require substantial cash payments as awards continue to vest and participants continue to exercise them. Our operating budgets incorpc
anticipated outlays of cash relating to the STAP. Beginning in 2010, we have modified the metrics used to calculate the number of Awar
granted to each eligible employee to reduce such grants. Additionally, beginning in November 2009, we extended the vesting period for
Awards from three years to four years. We believe future cash flows will be sufficient to accommodate our obligations under the STAP a
future operating requirements of our business.

Convertible Senior Notes

On October 30, 2006, we issued at par value $250.0 million of Convertible Senior Notes. We pay interest on the Convertible Senior
semi-annually on April 15 and October 15 of each year—approximately $1.3 million annually. The Convertible Senior Notes are unsecur
unsubordinated debt obligations that rank equally with all of our other unsecured and unsubordinated indebtedness.
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Conversion can occur: (1) anytime after July 15, 2011; (2) during any calendar quarter that follows a calendar quarter in which the
our common stock exceeded 120% of the conversion price for at least 20 days during the 30 consecutive trading-day period ending on t
trading day of the quarter; (3) during the ten consecutive trading-day period following any five consecutive trading-day period in which th
trading price of the Convertible Senior Notes was less than 95% of the closing price of our common stock multiplied by the then current |
of shares underlying the Convertible Senior Notes; (4) upon specified distributions to our shareholders; (5) in connection with corporate
transactions; or (6) in the event that our common stock ceases to be listed on the NASDAQ Global Select Market and is not listed for tra
another U.S. national or regional securities exchange.

Upon conversion, a holder of our Convertible Senior Notes will receive: (1) cash equal to the lesser of the principal amount of the n
the conversion value (equal to the number of shares underlying the Convertible Senior Notes multiplied by the then current conversion p
share); and (2) to the extent the conversion value exceeds the principal amount of the Convertible Senior Notes, shares of our common
the event of a change in control, as defined in the indenture under which the Convertible Senior Notes have been issued, holders ca
purchase from them all or a portion of their Convertible Senior Notes for 100% of the principal value plus any accrued and unpaid interes

Because the Convertible Senior Notes include contingent conversion provisions, Note Holders may be able to convert their Conver
Senior Notes prior to October 2011. As of December 31, 2009, the Convertible Senior Notes were convertible at the election of their holc
the closing price of our common stock satisfied quarterly contingent conversion requirements. However, it is our expectation, based on ¢
understanding of the historical behavior of holders of convertible notes with terms similar to ours, that most, if not all of our outstanding
Convertible Senior Notes will be held until maturity.

Lease Obligation

We lease our Phase | Laboratory pursuant to a synthetic lease arrangement (Lease) entered into in June 2004 with Wachovia Deve
Corporation and its affiliates (Wachovia). Under the Lease, Wachovia funded $32.0 million toward the construction of the Phase | La
land that we own. After completing construction in May 2006, Wachovia leased the Phase | Laboratory to us. Monthly rent is equalktp the
London Interbank Offered Rate (LIBOR) plus 55 basis points (0.78% as of December 31, 2009) applied to the amount Wachovia funded
construction. The base term of the Lease ends in May 2011 (Base Term). Upon the expiration of the Base Term, we will have the right tc
exercise one of the following options under the Lease: (1) renew the Lease for an additional five-year term (subject to the approval of bo
parties); (2) purchase the Phase | Laboratory from Wachovia for approximately $32.0 million; or (3) sell the Phase | Laboratory and repa
Wachovia's construction costs with the proceeds from the sale. If the sale proceeds are insufficient to repay Wachovia's construction cos
must fund the shortfall up to a maximum residual value guarantee of approximately $27.5 million.

From the inception of the Lease through August 2008, we accounted for the Lease as an operating lease. In December 2007, we b
constructing the Phase Il Facility with funds generated from our operations. As of September 30, 2008, we received Wachovia's
acknowledgement of our plan to make structural modifications to the Phase | Laboratory in order to connect it to the Phase Il Facility. As
result, we could no longer consider the Phase | Laboratory a standalone structure, which was required to maintain off-balance sheet acc
for the Lease. Consequently, since September 30, 2008, we have been considered the owners of the Phase | Laboratory for accounting
and began accounting for the Lease as a financing obligation. Accordingly, we capitalized $29.0 million, the estimated fair value of the P
Laboratory, and recognized a corresponding lease obligation on our consolidated balance sheet. We are accreting the lease obligation t
$32.0 million, the purchase price of the Phase | Laboratory, through the recognition of periodic interest charges using the effective intere
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method. The accretion period will run through the end of the Base Term. In addition, we are depreciating the Phase | Laboratory over the
estimated useful lives of its various components.

Approximately $34.9 million of our marketable investments at December 31, 2009, have been pledged as collateral for the Lease a
included within restricted marketable investments and cash on our consolidated balance sheet.

Common Stock Subject to Repurchase

In March 2007, we amended our June 2000 agreement with Toray to expand our rights to commercialize beraprost-MR. Pursuant t
amended agreement, we issued 400,000 shares of our common stock to Toray in March 2007. The terms of our amended agreement gi
the right to request that we repurchase these shares at the price of $27.21 per share upon 30 days prior written notice. To date, Toray h
notified us that it intends to ask us to repurchase these shares.

License Fees

Under our existing license agreements, we are obligated to make royalty payments on net sales of Remodulin and Tyvaso at a rate
percent of net sales once the annual combined net sales exceed $25.0 million. In addition, we pay Lilly a pass through five percent r
sales of Adcirca.

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements.
Contractual Obligations
At December 31, 2009, we had the following contractual obligations (in thousands):

Payments Due by Perioc

Less than More than
Total 1 year 1-3 Years 3-5 Years 5 Years
Convertible Senior Notes(: $ 249,97¢ $ — $ 249,97¢ $ — $ —
Lease obligations(z 32,00( — 32,00( — —
Obligations under constructic
commitments(3 5,271 5,271 — — —
Operating lease obligatiol 5,36¢ 2,37¢ 2,12¢ 834 28
Obligations under the STAP( 189,73 97,02: 92,64 67 —
Obligations under the Supplement:
Executive Retirement Plan (SER
(5) 22,11( — — — 22,11(
Purchase commitmen 3,66¢ 2,66¢ 1,00 — —
Milestone payments(¢ 32,85( 6,61¢ 11,915 3,96t 10,35(
Total(7) $ 540,97¢ $ 113,95: $ 389,66¢ $ 4,86¢ $ 32,48¢

(1)  The principal balance of the Convertible Senior Notes is to be repaid in cash. While the convertibility of the Convertible Senior No
may vary depending on whether our stock price meets specified criteria, which is determined on a quarterly basis, we estimate th
note holders will not convert their notes until maturity.

(2)  The lease obligation assumes we elect the purchase option under our Wachovia Lease at the end of the Base Term. Refer to Not
the consolidated financial statements included in this Annual Report on Form 10-K for more details on this arrangement.

3) Amounts remaining due on the Whiting-Turner construction management contract.
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4 We estimated the obligation based on the intrinsic value of outstanding STAP awards expected to vest as of December 31, 2009
assuming that awards will be exercised immediately upon vesting. Refer to Note 8 to the consolidated financial statements includ
this Annual Report on Form 10-K for more details on this arrangement.

(5) Obligations under the SERP are actuarially derived and represent the estimated future payout of this benefit to certain members
management team. Refer to Note 14 to the consolidated financial statements included in this Annual Report on Form 10-K for mo
details on this arrangement.

(6) We license products from other companies under various license agreements. These agreements require that we make specific ¢
payments upon the achievement of specific product development milestones and commercialization. The timing and amounts of 1
milestone payments have been estimated based on: (1) when we believe milestones will be achieved; and (2) the assumption tha
milestones established within these license agreements will be successfully attained.

(7)  As of December 31, 2009, we had approximately $6.7 million of unrecognized tax benefits. The contractual obligations disclc
exclude these amounts due to the uncertainty surrounding the amounts and timing of future payments.

Summary of Critical Accounting Policies and Estimates

We prepare our consolidated financial statements in conformity with generally accepted accounting principles in the United Sta
GAAP requires that we make estimates and assumptions that affect the amounts reported in our consolidated financial statements. As a
information becomes available, these estimates and assumptions can change and impact amounts reported in the future. We have ident
following accounting policies, which require the use of our judgment and estimation in their application. We consider these policies t
because of the degree of judgment that is inherent in their application.

Revenue Recognition
Remodulin and Tyvaso

We sell both Remodulin and Tyvaso to our specialty pharmaceutical distributors under similar terms. Sales of Remodulin and Tyva:
including the Tyvaso Inhalation System, are recognized when title and risk of ownership pass to our distributors upon delivery to our
distributors' facilities. We record sales of Remodulin and Tyvaso net of product sales allowances. These sales allowances consist of pro
payment discounts, Medicaid and third-party payer rebates and fees for services provided by our distributors. Calculating these allowanc
involves the use of significant estimates and judgments and information from external sources.

Sales allowances are estimated and recognized as reductions to revenue in the period that associated revenues are recognized. P
discounts are calculated based on the gross amount of invoices and are recorded on a net basis as our distributors have routinely taken
of these discounts.

Medicaid rebates are generally invoiced and paid in the subsequent quarter from the date of sale. Accruals and related revenue rec
for Medicaid rebates are based on historical rebate data adjusted for anticipated changes in product sales trends and government rebate
with regard to eligibility requirements and/or rebate pricing. We analyze rebate data separately for Remodulin and Tyvaso, as these ther
have been developed to treat PAH patients at different stages in the disease continuum and therefore, rebate eligibility and pricing requi
can differ for each therapy.

In the future we may be contractually obligated pay a rebate to certaipattiygpayers to offset the cost of our therapies. While we h
such contractual rebate obligations to third-party payers in 2009 or in prior years, we expect to be contractually obligated to pay rebates
certain third-party payers a rebate in 2010 and beyond. As a result, we have included the review of third-party payer data into our revent
recognition policy.
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We pay our distributors for contractual services rendered. Accruals for these fees are estimated based on contracted rates applied
estimated units of service provided by distributors for a given period.

Our distributors do not possess return rights; however, we provide exchange rights in the event that product was damaged during s
or has expired. The shelf life of Remodulin and Tyvaso is three years from the date of manufacture. The number of product exchanges r
by our distributors has been very small because we sell Remodulin and Tyvaso with a shelf life generally in excess of one year before th
expiration and our distributors generally hold a 30 to 60 day inventory of our products. In addition, we do not require, nor do we provide
incentives for our distributors to assume, inventory levels of Remodulin or Tyvaso beyond what would be considered reasonable and cu:
in the ordinary course of business and we closely track inventory levels in the distribution channels. Accordingly, any exchange for expir
product has generally occurred many months after the period of initial sale. In addition, exchanges for damaged product have occurred \
infrequently. When Remodulin or Tyvaso has been damaged in shipment to the distributor, we have been promptly notified and we do n
recognize revenue on that shipment until the damaged product has been replaced, generally within several days after we are notified of
damage.

With respect to Remodulin, the financial effects of this exchange right have been immaterial and we expect the historic volume of
exchanges to remain consistent in the future. Obsolescence due to dating expiration has been minimal given the fast pace at which Ren
moves through the distribution channel. Specifically, Remodulin exchanges have comprised substantially less than one percent of the vc
vials that we sell. Because historical and anticipated future returns associated with exchange rights for Remodulin have been, and a
be, immaterial, we do not record a reserve for estimated exchange rights in the period of sale. Because our distribution system for Tyvas
similar to that for Remodulin, we expect a similarly immaterial financial impact of exchange rights with respect to Tyvaso. Accordingly, w
have not recognized a reserve for anticipated future exchanges of Tyvaso. Lastly, we closely monitor exchange data for both of thes
ensure that our assumptions continue to be reasonable, appropriate and current.

Adcirca

Adcirca is manufactured for us by Lilly and distributed through Lilly's well-established pharmaceutical wholesaler network. This type
distribution is similar to the way Adcirca's main competitor, Revatio, is distributed. Specifically, Lilly handles all of the administrative func
associated with the sale of Adcirca on our behalf, including the receipt and processing of customer purchase orders, shipment of Adcirce
customers, and the invoicing and collection of customer payments. In addition, sales terms for Adcirca include return rights that extend
throughout the distribution channel. We recognize sales of Adcirca on a gross basis (net of allowances) upon delivery to customers bece
(1) we are responsible for the acceptability of the product purchased by Lilly's wholesalers; (2) we bear all inventory risk, as title and risk
pass to us at the shipping point from Lilly's manufacturing facility; (3) we assume credit risk if Lilly is unable to collect amounts due from
customers; and (4) we assume the risk and cost of a product recall, if required.

Adcirca revenues are recognized net of the following sales allowances: reserves for product returns, Medicaigatyd ghiydr rebate
prompt pay discounts, non-PAH sales, if any, and wholesaler fees. Calculation of these allowances involves the use of significant judgm
estimates. We have based initial estimates for returns on published industry data related to specialty pharmaceuticals, as that segment «
data is most relevant to Adcirca. In addition, we compare patient prescription data to sales quarterly to see if both the prescription and s:
patterns are reasonably similar. Allowances for Medicaid rebates are derived from our experience with Remodulin as we believe that the
treatment population as it relates to Medicaid patients is similar. While we had no contractual obligation to pay a rebate to third-party pay
2009, we expect to be contractually obligated to pay

61

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 63 of 211



Table of Contents

arebate to certain third-party payers in 2010. As a result, we include the review of third-party payer data into our revenue recognition pol
Prompt pay discounts are based on contractual terms with our distributors, and they generally take advantage of such discounts. We an;
sales data to determine if any sales of Adcirca are for the treatment of an illness other than pulmonary hypertension. Pursuant to our agt
with Lilly, we do not recognize nopulmonary hypertension sales of Adcirca as revenue. Lastly, wholesaler fees are based on the con
percentage for each wholesaler and sales to that wholesaler.

Marketable Investments

Most of our marketable securities are classified as held-to-maturity. For those marketable investments whose fair value is lower tha
book value, we are required to periodically review whether the decline in the value of the security is other than temporary. This review re
us to make judgments, particularly as they relate to: (1) the extent and duration of a decline in the fair value of a security; (2) the probabi
extent and timing of a recovery of a security's value; (3) our assessment as to whether it is more likely than not that we will be required t
security prior to recovery of its amortized cost and (4) our estimation of the present value of the cash flows we would expect to collect th:
attributable to an impaired debt security to determine whether a credit loss exists. The scope of this evaluation requires forward-looking
assessments pertaining to a security and the relevant financial markets, an issuer's financial condition and business outlook, and ou
the value of cash flows we would expect to collect from an issuer upon maturity of an impaired security. Accordingly, we must make
assessments regarding current conditions and future events, which involve a considerable degree of uncertainty and judgment. When w
determine that the decline in value of a security is other than temporary, we are required to recognize the credit loss portion as a charge
our consolidated statement of operations.

In addition, we classify certain marketable investments as held-to-maturity because we believe we have the positive intent and abili
hold related securities until they mature. This assertion requires us to make forward-looking judgments regarding our future cash flow
requirements relative to the maturity dates of such securities. To reduce the level of uncertainty associated in making this determination,
invest in debt securities that mature within two years.

Fair Value Measurements

We are required to disclose assets and liabilities subject to fair value measurements within a specified fair value hierarchy. The fair
hierarchy gives the highest priority to fair value measurements based on unadjusted quoted prices in active markets for identical assets
liabilities (Level 1 measurements) and the lowest priority to fair value measurements derived through the use of unobservable inputs (Le
measurements). Assets and liabilities are classified within the fair value hierarchy, in their entirety, based on the lowest level input that is
significant to the related fair value measurement. Determining where within the fair value hierarchy a particular asset or liability should b
disclosed involves judgment regarding the significance of inputs relative to a fair value measurement and where such inputs lie within the
value hierarchy. Furthermore, securities that are illiquid, or are not traded, have little or no price transparency. As such, estimating the fa
of our Level 3 securities involves the use of significant subjective assumptions that we believe market participants would consider in pric
such securities. We employ a discounted cash flow model to help us estimate the fair value of our Level 3 securities. Accordingly, inputs
model that include estimating the amounts and timing of expected cash flows, the expected term of the securities and a discount rate
appropriately adjusted for illiquidity or other risks involve a significant degree of judgment. We use consultants who are experts on valua
techniques to aid us in our determination of the fair value of our Level 3 assets.
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Investment in Affiliate

We use the equity method of accounting for our investment in Northern Therapeutics, Inc. (Northern). The equity method of accoun
requires that we report our share of Northern's net losses or earnings in our consolidated financial statements. Consolidation is not requi
unless we possess the ability to control Northern. Generally, the ability to exercise control over an entity occurs when voting interests in
entity exceed 50%. We maintain an ownership interest in Northern of approximately 68%. However, because Northern's minority owners
substantive participation rights, we concluded that we do not have the ability to control Northern's operations. Therefore, Northern's finar
statements have not been included in our consolidated financial statements.

Income Taxes

Income taxes are accounted for in accordance with the asset and liability method set forth under ASC740. Accordingly, deferred ta
and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amoun
existing assets and liabilities and their tax bases. Deferred tax assets and liabilities are measured using the enacted tax rates that are e»
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. Deferred tax assets &
reduced by a valuation allowance when, in our opinion, it is more likely than not that some or all of the deferred tax assets will not be rea
Evaluating the realizability of deferred assets requires us to review forecasts of earnings and taxable income, among other consideratior
Accordingly, the evaluation process as it relates to the realizability of deferred tax assets requires us to make significant judgments and f
looking assessments regarding amounts and the availability of future taxable income.

Financial statement recognition of a tax position taken or expected to be taken in a tax return is determined based on a more likely
threshold of that position being sustained. If the tax position meets this threshold, the benefit to be recognized is measured as the larges
that is more than 50 percent likely to be realized upon ultimate settlement. Accounting for uncertain tax positions involves considerable
judgment in assessing the future tax consequences of amounts that have been recognized in our financial statements or tax return:
resolution of uncertain tax positions could result in amounts different from those recognized on our consolidated financial statements.

Goodwill and Intangible Assets

We are required to test goodwill at the reporting unit level for impairment annually or more frequently if impairment indicators exist.
Evaluating goodwill for impairment requires judgment particularly as it relates to determining the fair value of a reporting unit to whicl
has been assigned. We use a discounted cash flow model to test goodwill for impairment, which involves the use of significant and subje
inputs. Inputs requiring our judgment include, among others, the estimation of future cash flows, future growth rates and profitability of a
reporting unit and the expected life related cash flows will occur. Changes in our business strategy or adverse changes in market co
impact impairment analyses and require the recognition of an impairment charge equal to the excess of the carrying value of goodwill ov
estimated fair value.

We also test our intangible assets for impairment annually or more frequently if impairment indicators exist. Evaluating intangibl
impairment requires judgment particularly as it relates to determining the fair value of the license or business to which the intangible ass
represents. We use a discounted cash flow model to test an intangible asset for impairment, which involves the use of significant and su
inputs. Related inputs, among others, requiring our judgment include the estimation of future cash flows, future growth rates and profitab
business activity and the expected life related cash flows will occur. Changes in our business strategy or adverse changes in
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market conditions could impact impairment analyses and require the recognition of an impairment charge equal to the excess of the carr
value of the intangible asset over its estimated fair value.

The creation of goodwill or an intangible asset through an acquisition, such as our acquisition of the Tyvaso Inhalation System busi
from NEBU-TEC, requires significant judgment. The acquisition of a business requires us to determine the fair value of assets acquired «
liabilities assumed and what rights acquired have a value, and then determining the fair value of those acquired rights using the same in
we use to determine if goodwill or an intangible asset is impaired. We use consultants who are experts on valuation techniques to aid us
determination of the fair value of assets and liabilities we acquire.

Phase | Laboratory Lease

We lease our Phase | Laboratory pursuant to a synthetic lease arrangement (Lease) entered into in June 2004 with Wachovia. Unc
Lease, Wachovia funded $32.0 million toward the construction of the Phase | Laboratory on land that we own. After completing construc
May 2006, Wachovia leased the Phase | Laboratory to us. From the inception of the Lease through August 2008, we accounted for the L
an operating lease.

In December 2007, we began constructing the Phase Il Facility with funds generated from our operations. As of September 30, 20C
received Wachovia's acknowledgement of our plan to make structural modifications to the Phase | Laboratory in order to connect it to th
Phase Il Facility. As a result, we could no longer consider the Phase | Laboratory a standalone structure, which was required to maintair
balance sheet accounting for the Lease. Consequently, beginning September 30, 2008, we have been considered the owner of the Phas
Laboratory for accounting purposes and have accounted for the Lease as a financing obligation. Accordingly, we capitalized $29.0 millio
estimated fair value of the Phase | Laboratory, and recognized a corresponding lease obligation on our consolidated balance sheet. We
accreting the lease obligation to $32.0 million, the purchase price of the Phase | Laboratory, through the recognition of periodic interest
using the effective interest method. The accretion period will run through the end of the Base Term. In addition, we are depreciating the |
Laboratory over the estimated useful lives of its various components.

Pension Benefit Obligation

Accounting for our Supplemental Executive Retirement Plan (SERP) requires that we recognize on our consolidated balance sheet
liability equal to the unfunded status of the SERP (equal to the projected benefit obligation, as we do not fund the SERP) and measure
projected benefit obligation as of the end of our fiscal year. Estimating the SERP obligation involves the use of judgment and estimates.
SERP obligation and related pension expense are derived from actuarial valuations that are developed using a number of assumptions.
assumption to the valuation is the discount rate. The discount rate should be representative of the rate associated with high-quality, fixec
debt securities. With the overall economic downturn and the tightening of the credit markets that began in 2008, interest rates, in genera
been decreasing. We must consider these economic factors when determining an appropriate discount rate to employ. Consequent!
rate we used to measure our obligation as of December 31, 2009, was approximately 100 basis points lower than the rate we used as of
December 31, 2008. Changes in the discount rate can significantly decrease or increase our SERP obligation. For instance, a reduction
discount rate would increase our projected benefit obligation, result in an actuarial loss and possibly cause additional pension expense t
recognized in future financial reporting periods on our consolidated statements of operations if certain thresholds have been met as of th
beginning of a given financial reporting period. Other actuarial assumptions include participant demographics such as the expected rate
increases and withdrawal rates, among other factors. Actual experience may differ from actuarial assumptions. Changes in any of these
assumptions can also affect the measurement of the SERP obligation.
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Share-based Compensation

Our share-based awards are classified as either equity (stock options) or as liabilities (STAP awards) and compensation expense t
recognized is determined based on the fair value of related awards. We estimate the fair value of all share-based awards using the Blacl
Merton valuation model. Valuation models, like the Black-Scholes-Merton model, require the use of subjective assumptions that could
materially impact the estimation of fair value and related compensation expense to be recognized. These assumptions include, among o
expected volatility of our stock price, the expected term of awards and the expected forfeiture rate. Developing these assumptions requit
use of judgment.

Recently Issued Accounting Standards

In January 2010, the Financial Accounting Standards Board (FASB) issued accounting standards update (ASU) NBaROI&hGs,
Measurements and Disclosures (Topic ——Improving Disclosures about Fair Value MeasureméagU No. 2010-06). ASU No. 2010-06
requires: (1) fair value disclosures of assets and liabilities by class; (2) disclosures about significant transfers in and out of Levels 1 and
fair value hierarchy, in addition to Level 3; (3) purchases, sales, issuances and settlements be disclosed on gross basis on the reconcili
beginning and ending balances of Level 3 assets and liabilities, and (4) disclosures about valuation methods and inputs used to measur
value of Level 2 assets and liabilities. ASU No. 2010-06 becomes effective for the first financial reporting period beginning after Decemb
2009, except for disclosures about purchases, sales, issuances and settlements of Level 3 assets and liabilities, which will be effective f
years beginning after December 15, 2010. We are currently assessing what impact, if any, ASU-06 will have on our fair value
disclosures; however, we do not expect the adoption of the guidance provided in this codification update to have any material impact on
consolidated financial statements.

In December 2009, the FASB issued ASU No. 200 arsolidations (Topic 810)—Improvements to Financial Reporting By Enterprise
Involved with Variable Interest Entiti( ASU No. 2009-17). ASU 2009-17 requires a qualitative approach for determining the primary
beneficiary of a variable interest entity and replaces the quantitative evaluation previously set forth under FASB Interpretation No. 46 (re
December 2003 onsolidation of Variable Interest Entitiedhis approach is focused on identifying the reporting entity that has the ability t
direct the activities of a variable interest entity that most significantly affects the entity's economic performance and has the obligation to
the entity's losses or has the right to receive benefits from the entity. ASU No. 2009-17, among other things, will require enhanced disclc
about a reporting entity's involvement in variable interest entities. The guidance under ASU No. 2009-17 will be effective for the first ann
period beginning after November 15, 2009, and interim periods within that first annual period. We are assessing what impact, if any, ado
this standard will have on our consolidated financial statements.

In October 2009, the FASB issued ASU No. 2009RE¥enue Recognition (Topic 605)—Multiple-Deliverable Revenue Arrangements:
consensus of the FASB Emerging Issues Task fARd 2009-13). ASU 2009-13 establishes a selling-price hierarchy for determining the
selling price of each element within a multiple-deliverable arrangement. Specifically, the selling price assigned to each deliverable is to b
on vendor-specific objective evidence (VSOE) if available, third-party evidence, if VSOE is unavailable, and estimated selling prices if ne
VSOE or third-party evidence is available. In addition, ASU 208®liminates the residual method of allocating arrangement considerat
instead requires allocation using the relative selling price method. ASU 2009-13 will be effective prospectively for multiple-deliverable re
arrangements entered into, or materially modified, in fiscal years beginning on or after June 15, 2010. Presently, we are assessing w
any, the adoption of ASU 2009-13 may have on our consolidated financial statements.

In August 2009, the FASB issued ASU No. 2009Faf, Value Measurements and Disclosures (Topic 820)—Measuring Liabilities at
Fair Value (ASU 2009-05). ASU 2009-05 provides guidance in
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measuring the fair value of a liability when a quoted price in an active market does not exist for an identical liability or when a liability
to restrictions on its transfer. ASU 2009-15 was effective for us beginning with the quarter ended December 31, 2009. The adoption of
ASU 2009-05 had no impact on the fair value measurements of our liabilities.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As of December 31, 2009, we held investments of approximately $36.2 million (par value) in ratetgacurities (ARS). We are expc
to market risk related to our ARS as a result of the general collapse of the credit markets and the continued uncertainty surrounding the
markets. The ARS maintain an AAA credit rating and are backed by student loan portfolios that are approximately 91% guaranteed by tt
federal government. However, since February 2008, auctions for the ARS have failed, rendering these securities illiquid. Consequently, |
value of our ARS has declined significantly. As of December 31, 2009, the estimated fair value of these securities was approximately
$29.3 million. Because we classify our ARS as trading securities, all future changes in fair value will be recognized within earnings until 1
securities are liquidated or otherwise disposed. Furthermore, there can be no assurances that the ARS will ever fully recover their value.

To mitigate market-related risks associated with our investment, we entered into an Auction Rate Securities Rights Offer (Rights Of
under which we have an option to require the investment firm (the counterparty to the Rights Offer) to repurchase the ARS at a price eqL
their par value anytime between June 30, 2010 and July 2, 2012 (Put Option). The Put Option has been recognized at fair value as a fin:
asset on our consolidated balance sheets and subsequent changes in its fair value will be recognized within earnings. We expect the fut
movements relating to the ARS and the Put Option to largely offset one another—i.e., as the value of the ARS decreases, we would exp
rights associated with the Put Option to increase in value. However, the Rights Offer and the related Put Option still expose us to counte
credit risk.

As of December 31, 2009, we have invested approximately $269.2 million in debt securities issued by corporations and federally sf
agencies. The market value of these investments varies inversely with changes in current market interest rates. In general, as rates incre
market value of a debt investment would be expected to decrease. Similarly, as rates decrease, the market value of a debt investment w
expected to increase. To address market risk, we invest in debt securities that mature within two years and hold these investments to m:
that they can be redeemed at their stated or face value. At December 31, 2009, our investments in debt securities issued by corporation
federally-sponsored agencies had a weighted average stated interest rate of approximately 1.27 percent. These investments mature at \
times through 2011 and many are callable annually.

There has been a prolonged period of significant deterioration and instability in the financial markets that has persisted into 2010. T
period of extraordinary disruption and readjustment in the financial markets exposes us to additional investment risk. The value and liqui
the securities in which we invest could deteriorate and the issuers of such securities could be subject to credit rating downgrades. In ligh
current market conditions and the additional risks to which we may be exposed, we actively monitor market conditions and development
specific to the securities and security classes in which we invest. We believe that we take a conservative approach to investing our fund:
we invest exclusively in highly rated securities with relatively short maturities. Furthermore, we do not invest in the types of securities the
expose us to undue risk. While we believe we take prudent measures to mitigate investment related risks, such risks cannot be fully elinr
as circumstances can occur that are beyond our control.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited the accompanying consolidated balance sheets of United Therapeutics Corporation as of December 31, 2009 and 200
related consolidated statements of operations, stockholders' equity, and cash flows for each of the three years in the period ended Dece
2009. Our audits also included the financial statement schedule listed in the Index at Item 15 (a)(2). These financial statements and sche
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements and sche

our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those s
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial staten
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overal
statement presentation. We believe that our audits provide 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 of Unit
Therapeutics Corporation at December 31, 2009 and 2008, and the consolidated results of its operations and its cash flows for each of t
years in the period ended December 31, 2009, in conformity with U.S. generally accepted accounting principles. Also, in our opinion
financial statement schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly in all materi
respects the information set forth therein.

As discussed in Note 9 to the Consolidated Financial Statements, the Company changed its method of accounting for convertible debt tt
be settled in cash upon conversion, effective January 1, 2009.

We also have audited, in accordance with the Standards of the Public Company Accounting Oversight Board (United States), United
Therapeutics Corporation's internal control over financial reporting as of December 31, 2009, based on criteria established in Internal Cc
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated Februa
2010 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

McLean, Virginia
February 26, 2010
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Report of Independent Registered Public Accounting Firm on
Internal Control over Financial Reporting

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited United Therapeutics Corporation's internal control over financial reporting as of December 31, 2009, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commiss
COSO criteria). United Therapeutics Corporation's management is responsible for maintaining effective internal control over financial rey
and for its assessment of the effectiveness of internal control over financial reporting included in the accovpa@gament's Report on
Internal Control Over Financial Reportir. Our responsibility is to express an opinion on the Company's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those stz
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reportin
maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing t
that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable b:
opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of fil
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.
company's internal control over financial reporting includes those policies and procedures that: (1) pertain to the maintenance of records
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable as:
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted account
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management ar
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, us
disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in con
the degree of compliance with the policies or procedures may deteriorate.

In our opinion United Therapeutics Corporation maintained, in all material respects, effective internal control over financial reporting as @
December 31, 2009, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 2009
consolidated financial statements of United Therapeutics Corporation, and our report dated February 26, 2010, expressed an unqualifiec
thereon.

/sl Ernst & Young LLP

McLean, Virginia
February 26, 2010
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UNITED THERAPEUTICS CORPORATION
Consolidated Balance Sheets

(In thousands, except share and per share data)

December 31,

2009 2008
As
adjusted(1)
Assets
Current assett
Cash and cash equivale $ 100,35. $ 129,45:
Marketable investmen 129,14( 106,59t
Accounts receivable, net of allowance of none for 2009 and 50,62¢ 28,31:
Other receivabli 1,357 752
Interest receivabl 1,281 1,537
Prepaid expens¢ 8,19¢ 11,60(
Inventories, ne 26,36( 14,37:
Deferred tax asse 7,192 4,827
Total current asse 324,50 297,44
Marketable investmen 148,62¢ 100,27(
Marketable investments and c—restricted 39,97¢ 45,75¢
Goodwill and other intangible assets, 18,41¢ 7,83¢
Property, plant, and equipment, | 303,85 222,71
Deferred tax assets, r 200,96 178,84:
Other assets ($6,741 and $7,685, respectively, measured under the fair value 15,187 21,66¢
Total asset $ 105154 $ 874,53«
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 18,75( $ 20,33«
Accrued expense 29,76 20,85
Notes payablr 220,27: —
Other current liabilitie 61,40: 16,50¢
Total current liabilities 330,18 57,69:
Notes payabl — 205,69:
Lease obligatiol 30,327 29,26
Other liabilities 27,13¢ 15,67
Total liabilities 387,65: 308,31t
Commitments and contingencit
Common stock subject to repurchi 10,88: 10,88:
Stockholders' equity
Preferred stock, par value $.01, 10,000,000 shares authorized, no share — —
Series A junior participating preferred stock, par value $.01, 100,000 shares authorized, ni
issuec — —
Common stock, par value $.01, 100,000,000 shares authorized, 56,682,369 and 55,324,3
issued at December 31, 2009 and 2008, respectively, and 54,220,779 and 52,862,712
outstanding at December 31, 2009 and 2008, respec 567 27¢
Additional paic-in capital 798,89 722,29:
Accumulated other comprehensive (lo (4,319 (5,917
Treasury stock at cost, 2,461,590 shares at December 31, 2009 ar (67,3959 (67,3959
Accumulated defici (74,74¢) (93,92))
Total stockholders' equit 653,00 555,33:
Total liabilities and stockholders' equ $ 105154 $ 874,53«
1) Adjusted retrospectively for the adoption of guidance pertaining to convertible debt instruments that may be settled in cash upon conversion included in Financial Accountir

Standards Board (FASB) Accounting Standards Codification™ (ASC) 47Defd,with Conversion Options and Other Optigf8SB ASC 470-20). Prior to the introduction of
FASB ASC 470-20, this guidance was formerly provided under FASB Staff Position No. APB\tdeinting for Convertible Debt Instruments That May Be Settled in Cash Upor
Conversion (Including Partial Cash SettlemepP APB 14-1). See Note-9Debt—Adoption of FASB ASC 470-20 (Formerly FSP APB 14-1).

See accompanying notes to consolidated financial statements.
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UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Operations
(In thousands, except per share data)

For Years Ended December 31,

2009 2008 2007
As As
Adjusted(1) Adjusted(1)
Revenues
Net product sale $ 357,87( $ 270,00¢ $ 201,34t
Service sale 10,75 9,25¢ 7,43¢
License fee: 1,227 2,23¢ 2,16(
Total revenu 369,84¢ 281,49 210,94:
Operating expense
Research and developme 122,18t 239,18: 83,35:
Selling, general and administrativ 176,33t 94,30¢ 99,021
Cost of product sale 40,89( 26,95 19,91¢
Cost of service sale 4,431 3,10¢ 2,34:
Total operating expens 343,84 363,55: 204,64(
Income (loss) from operatiol 26,00: (82,05¢) 6,30:
Other income (expense
Interest incomt 5,14¢ 11,02t 13,60z
Interest expens (12,879 (11,439 (14,28
Equity loss in affiliate (147) (22€) (327)
Other, ne 63€ (2,02%) (82€)
Total other income (expense), | (7,234 (1,665 (1,826
Net income (loss) before income 1 18,767 (83,72) 4,47
Income tax benef 69t 34,39¢ 7,87¢
Net income (loss $ 19.46: $ (49,32) $ 12,35:

Net income (loss) per common she

Basic $ 037 $ (1.08) $ 0.2¢

Diluted $ 0.3t % (1.0¢) $ 0.2¢
Weighted average number of common shares outstar

Basic 53,31« 45,80: 42,44¢

Diluted 56,13: 45,80: 44,90:

(1)  Adjusted for the retrospective adoption of guidance set forth under FASB A$-20, formerly FSP APB 1-1. See Note— Debt—
Adoption of FASB ASC 470-20 (Formerly FSP APB 14-1).

See accompanying notes to consolidated financial statements.
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Balance,
December 31
2006
Net income
Foreign

currency
translation
adjustment:
Unrealized los
on available
for-sale
securities
Unrealized los
on pension
liability
Total other
comprehen
income
Exercise of
stock
options
Tax benefit
from
exercises of
non-
qualified
stock
options
Treasury stock
repurchase
Options issuec
in exchange
for services
Stock issued il
exchange fc
license
rights

Balance,
December 31
2007

Net loss
Foreign
currency
translation
adjustment:
Unrealized los
on available
for-sale
securities
Unrealized los
on pension
liability
Total other
comprehen
income
Issuance of
treasury
stock
Exercise of
stock
options
Tax benefit
from
exercises of
non-
qualified
stock
options

Options issuec
in exchange

UNITED THERAPEUTICS CORPORATION

Consolidated Statements of Stockholders' Equity

(In thousands, except share data)

Accumulated

Additional Other
Common Stock Paid-in Comprehensive Treasury Accumulated
Shares Amount Capital Income Stock Deficit Total
As As
Adjusted(1) Adjusted(1)
24,632,15 $ 246 $ 478,12t $ 1,47¢ $ (164,56() $ (42,729 $ 272,55¢
— — — — — 12,35 12,35
— — — 28t — — 28t
— — — (892) — — (892)
— — — (552) — — (552)
— — — (1,159 — 12,35: 11,19¢
1,797,031 18 58,32¢ — — — 58,34«
— — 27,98: — — — 27,98
— — — — (67,059 — (67,059
— — 48,97¢ — — — 48,97¢
200,00( 2 12¢ — — — 131
26,629,18 26€ 613,54: 317 (231,619 (30,37¢) 352,13:
_ _ — = — (49,32)) (49,32Y)
— — — (5,48¢9) — — (5,489
— — — (297) — — (297)
— — — (550) — — (550)
— — — (6,230) — (49,32)) (55,557
— — — — 164,22: (14,229 150,00(
1,032,96: 10 41,92¢ — — — 41,93¢
— — 38,35¢ — — — 38,35¢
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for services — — 28,46¢ — — — 28,46¢

Balance,

December &

2008 27,662,15 27¢€ 722,29: (5,919 (67,395 (93,92)) 555,33«
Net income — — — — — 19,46: 19,46:
Foreign

currency

translation

adjustment: — — — 2,802 — — 2,80z
Unrealized

gain on

available-

for-sale

securities — — — 44 — — 44
Unrealized

gain on

pension

liability — — — (1,247 — — (1,247
Total other

comprehen

income — — — 1,59¢ — 19,462 21,06:
Issuance of

treasury

stock — — — — — — —
Issuance of

stock

dividend 28,064,27 281 — — — (281) —
Exercise of

stock

options 955,93¢ 10 32,06 — — — 32,07:
Tax benefit

from

exercises of

non-

qualified

stock

options — — 4,40¢ — — — 4,40¢
Options issuec

in exchange

for services — — 40,137 — — — 40,137

Balance,
December 31
2009 56,682,36 $ 567 $ 798,890 $ (4,319 $ (67,39 $ (74,74¢) $ 653,00¢

1) Adjusted for the retrospective adoption of guidance set forth under FASB ASC 470-20, formerly FSP APB 14-1. SeeDétie-9Adoption of FASB ASC 470-20 (Formerly FSP
APB 14-1).

See accompanying notes to consolidated financial statements.
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UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Cash Flows

(In thousands)

Years Ended December 31,
2009 2008 2007
As S
Adjusted(1) Adjusted(1)

Cash flows from operating activitie

Net income (loss $ 19,46: $ (49,327 $ 12,35:
Adjustments to reconcile net (loss) income to net cash provided by operating
activities:
Depreciation and amortizatic 11,39¢ 4,53¢ 3,427
Provisions for bad debt and inventory write offs and rese 4,67¢ 58¢ 1,97¢
Shar-based compensatit 101,01¢ 28,70: 48,70«
Unrealized gains/losses on trading securities and impairr 4,49¢ 1,59¢ 3,582
Amortization of debt discount and issue cc 15,71« 14,67( 13,70:
Deferred tax benef (1,039 (34,399 (7,87¢)
Amortization of discount or premium on investme 1,551 (999) (4,06%)
Equity loss in affiliate and othe (1,84¢) (2,519 1,53(
Excess tax benefit from shi-based compensatic (4,406 (21,090 (29,604
Issuance of stock for licen: — — 11,01:
Changes in assets and liabiliti
Restrictions on cas (2,099 (8,76¢€) (5,17¢)
Accounts receivabl (21,95¢) (2,329 (4,030
Inventories (9,067) (2,630 (2,339
Prepaid expense¢ 3,422 (5,682 3,64:
Other asset (196) (16,129 (2,463)
Accounts payabl (3,645 18,50¢ (1,072
Accrued expense 9,202 3,641 2,661
Other liabilities (29,059 22,41¢ 2,96¢
Net cash provided by (used in) operating activi 97,624 (49,195 48,937
Cash flows from investing activitie
Purchases of property, plant and equipn (95,400 (124,419 (38,65¢)
Purchases of he-to-maturity investment (310,63 (321,367 (221,98¢)
Purchases of availal-for-sale investment — (24,600 (80,000
Maturities of hel-to-maturity investment 249,08 266,05: 260,88t
Sales of availab-for-sale investment — 31,85( 58,05(
Purchase of Tyvaso Inhalation System busii (3,56¢) — —
Net cash used in investing activiti (160,519 (172,47 (21,70¢)
Cash flows from financing activitie
Proceeds from the sale of treasury st — 150,00t —
Proceeds from exercise of stock opti 32,071 41,93¢ 58,34
Payments to repurchase common st — — (67,059
Excess tax benefits associated with s-based compensatic 4,40¢ 21,09( 29,60¢
Net cash provided by financing activiti 36,47 213,02t 20,88¢
Effect of exchange rate changes on cash and cash equi\ (2,682 (1,225 13€
Net (decrease) increase in cash and cash equiv (29,100 (9,877) 48,25¢
Cash and cash equivalents, beginning of 129,45: 139,32: 91,067
Cash and cash equivalents, end of ) $ 100,35. $ 129,45; $ 139,32:

Supplemental cash flow information:

Cash paid for intere: $ 1,25 $ 1,25 $ 1,21(
Cash paid for income tax $ 23931 $ 1,62¢ $ 1,55¢
Non-cash investing and financing activiti¢
Lease obligation incurre $ — % 29,000 $ —
Acquisition of Tyvaso Inhalation System Busin $ A77¢ % — & —
Non-cash additions of property, plant and equipn $ 2571 % 6,391 $ 4

1) Adjusted for the retrospective adoption of guidance set forth under FASB ASC 470-20, formerly FSP APB 14-1. SeeDétie-9Adoption of FASB ASC 470-
20 (Formerly FSP APB -1).

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 is a biotechnology company focused on the development and commercialization of unique produc
address the unmet medical needs of patients with chronic and life-threatening conditions. We were incorporated in 1996 under the laws
State of Delaware and our wholly-owned subsidiaries include Lung Rx, LLC, Unither Pharmaceuticals, LLC, Unither Telmed, Ltd.,
Unither.com, Inc., United Therapeutics Europe, Ltd., Unither Therapeutik GmbH, Unither Pharma, LLC, Medicomp, Inc., Unither
Neurosciences, Inc., LungRx Limited, Unither Biotech Inc., and Unither Virology, LLC. As used in these notes to the consolidate:

statements, unless the context requires otherwise, the terms "we," "us,"” "our," and similar terms refer to United Therapeutics Corporatior
consolidated subsidiaries.

Our lead product is Remodulin® (treprostinil) Injection (Remodulin), which was initially approved in 2002 by the United States Food
Drug Administration (FDA). Remodulin is also approved for use in countries outside of the United States, predominantly for subcutaneot
administration. In 2009, we received FDA approval for Adcirca® (tadalafil) Tablets (Adcirca) and for Tyvesm®stinil) Inhalation Solutio
(Tyvaso). We have generated pharmaceutical revenues and license fees in the United States, Canada, the European Union (EU), South
and Asia. In addition, we have generated non-pharmaceutical revenues from telemedicine products and services in the United States.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statements include the accounts of United Therapeutics and its wholly owned subsidiarie
intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statements in accordance with accounting principles generally accepted in the United
(GAAP) requires management to make estimates and assumptions that affect reported amounts of assets and liabilities at the date of th
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. Estimates are based
historical experience, current and anticipated circumstances that are believed to be relevant to a particular estimate, and various other
assumptions believed to be reasonable. Consequently, actual results could differ from those estimates. Our significant accounting policie
require the use of subjective and/or complex judgments and estimates impact the following financial statement areas: revenue recognitic
marketable investments, fair value measurements that are derived using unobservable estimates, income taxes, share-based compense
obligations related to our Supplemental Executive Retirement Plan, and goodwill and other intangible assets. Estimates relating to tf
discussed ifPart Il, ITEM 7. Management's Discussion and Analysis of Financial Condition and Results of Operation—Summary of Critic:
Accounting Policies and Estimatincluded in this Annual Report on Form 10-K.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, accounts receivables, accounts payable, and accrued expenses, approximate
because of their short maturities. The fair values of
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)

marketable investments and our 0.50% Convertible Senior Notes due October 2011 (Convertible Senior Notes) are reported in Notes 4 «
respectively.

Fair Value Measurements

The fair value of an asset or liability should represent the price that would be received to sell an asset or paid to transfer a liability ir
orderly transaction between market participants. Such transactions to sell an asset or transfer a liability are assumed to occur in the prin
most advantageous market for the asset or liability. Accordingly, fair value is determined based on a hypothetical transaction at the r
date, considered from the perspective of a market participant rather than from a reporting entity's perspective. New fair value measurem
not required if existing accounting guidance in the Financial Accounting Standard Board (FASB) codification requires or permits fair valu
measurements.

Disclosure of assets and liabilities subject to fair value disclosures are to be classified according to a three level fair value hierarchy
respect to the inputs (or assumptions) used in fair value measurements. Observable inputs such as unadjusted quoted market prices for
assets or liabilities are given the highest priority within the hierarchy (Level 1). When observable inputs are unavailable, the use of unob:s
inputs is permitted—i.e., inputs that a reporting entity believes market participants would use in pricing that are developed based on the
information available. Unobservable inputs are given the lowest priority within the hierarchy (Level 3). The level within the hierarchy .
fair value measurement lies is determined based on the lowest level input that is significant to the fair value measurement in its entirety.
related disclosures at Note 5 to these consolidated financial statements.

Cash Equivalents

Cash equivalents consist of highly liquid investments with maturities of three months or less from the date of acquisition and inc
market funds, commercial paper, and certificates of deposit. At December 31, 2008, we were subject to a compensating balance arrange
$1.0 million in order to reduce bank-related fees. We had no such arrangement at December 31, 2009.

Trade Receivables

Trade receivables are stated at the amount we expect to collect. We establish an allowance for doubtful accounts based on out
the collectability of specific customer accounts.

Marketable Investments

We classify debt securities as held-to-maturity when we have the positive intent and ability to hold the securities to maturity. Held-tc
maturity securities are recorded as either current or non-current on our consolidated balance sheet based on their contractual maturity d
are stated at amortized cost, adjusted for the amortization of discounts or premiums. Related discounts and premiums are amortizec
of the held-to-maturity securities, as an adjustment to yield, using the effective interest method.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)

Debt and equity securities that we may acquire with the intention to sell in the near term are classified as trading securities. Trading
securities are recorded at fair value with unrealized gains and losses recognized in earnings.

We monitor our investment portfolio for impairment quarterly or more frequently if circumstances warrant. In the event that the carry
value of an investment exceeds its fair value and the decline in value is determined to be other-than-temporary, we record an impairmen
within earnings attributable to the estimated credit loss for held-to-maturity debt securities. In determining whether a decline in the value
investment is other-than-temporary, we evaluate available quantitative and qualitative factors. These factors include, among others, gen
market conditions, the duration and extent to which fair value has been less than the carrying value, the investment issuer's financial cor
and business outlook and our assessment as to whether it is more likely than not that we will be required to sell a security prior to recove
amortized cost basis.

Inventories

Inventories are stated at the lower of cost (first-in, diostmethod) or market (current replacement cost) and consist of the following
reserves (in thousands):

December 31,

2009 2008
Pharmaceutical Product
Raw materialt $ 4751 $ 3,387
Work in progres: 12,10: 6,55¢
Finished good 8,89¢ 4,08t
Delivery pumps, cardiac monitorir
equipment and medical suppli 60¢ 34z
Total inventories $ 26,36( $ 14,37:

Inventories include pharmaceutical products and cardiac monitoring equipment that are produced by third-party manufacturers.
Goodwill and Other Intangible Assets

Goodwill represents the excess of purchase price over the fair value of net identifiable assets associated with previous acquisitions
intangible assets consist primarily of technology and customer relationships, and are being amortized over a weighted average life of 6.&

We review the carrying value of goodwill for impairment annually during the fourth quarter or more frequently if impairment indicatol
exist. In determining whether goodwill is impaired, we compare the estimated fair value of the reporting unit to which goodwill has been
assigned to its carrying value. We estimate the fair value of a reporting unit by calculating its expected future discounted cash flows base
historical operating results adjusted for anticipated future market and operating conditions. Estimating the fair value of a reporting unit in
judgment particularly as it relates to the determination of expected future cash flows and a discount rate that is reasonable and &
relation to our business profile. If the carrying amount of a reporting unit exceeds its
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)

2. Summary of Significant Accounting Policies (Continued)

fair value, then the amount of an impairment loss is measured as the excess of the carrying amount of goodwill over its implied fair value

Intangible assets subject to amortization are reviewed for impairment whenever events or changes in circumstances indicate that a
intangible asset's carrying amount may not be recoverable. Impairment losses for other intangible assets are recognized when the disco
expected future cash flows associated with an intangible asset are less than the asset's carrying value.

On September 2, 2009, we acquired all of the assets, properties and rights used to manufacture the Tyvaso Inhalation System from
TEC International Med Products Eike Kern GmbH (NEBU-TEC) pursuant to the terms of our December 2008 Agreement of Sale and Tre
See Note 18 to these consolidated financial statements for more information. We acquired approximately $1.3 million in goodwill and
$10.1 million of intangible assets comprised of $4.9 million in technology, patents and tradenames and $5.2 million in customer relations
and non-compete agreements.

Goodwill and other intangible assets comprised the following (in thousands):

As of December 31, 200 As of December 31, 200
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
Goodwiill $ 8,76 $ — $ 8,76 $ 746 % — $ 7,46

Other intangible asset
Technology, patents a
tradename 9,36/ (4,586 4,77¢ 4,53 (4,159 373
Customer relationshir
and non-compete
agreement 5,15(C (279) 4,87 — — —

Total $ 23277 $ (4,859 $ 18,41¢ $ 11,997 $ (4,159 $ 7,83¢

Total amortization expense for the years ended December 31, 2009, 2008 and 2007, was approximately $717,000, $588,000 and $
respectively. As of December 31, 2009, the aggregate amortization expense related to intangible assets for each of the five succeeding
thereafter is estimated as follows (in thousands):

Years ending December 31

2010 $ 1,68¢
2011 1,59¢
2012 1,43¢
2013 1,41¢
2014 1,40¢
Thereaftel 2,10¢

$ 9,65¢
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)
Property, Plant and Equipment

Property, plant and equipment are recorded at cost and depreciated over their estimated useful lives using the straight-line method
estimated useful lives of property, plant and equipment by major category are as follows:

Buildings 39 Years

Building improvement: 1C-39 Years

Furniture, equipment and vehicl 3-15 Years

Holter and event cardiac monitoring syste ~ 3-7 Years

Leasehold improvemen Remaining lease term, or the estimated useful life of the improvement, whichever is

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

As of December 31,

2009 2008
Land $ 20,02« $ 11,981
Buildings, building improvements and

leasehold improvemen 236,19¢ 61,51:
Buildings under constructic — 116,67:
Holter and event cardiac monitoring

systems 5,55( 4,557
Furniture, equipment and vehic 65,43( 41,74

327,20. 236,46t

Les—accumulated depreciatic (23,349 (13,749
Property, plant and equipment, | $ 303,85¢ $ 222,71

Depreciation expense for the years ended December 31, 2009, 2008 and 2007, was approximately $10.7 million, $3.9 million and
$2.9 million, respectively.

Buildings under construction related to the construction of our facilities in Silver Spring, Maryland, and Research Triangle Park, Nor
Carolina, which were completed during the year ended December 31, 2009. During the years ended December 31, 2009 and 2008,
$5.2 and $4.8 million, respectively, in interest cost incurred on funds used to construct these facilities.

In December 2009, we recognized an impairment charge of $4.2 million representing the remaining book value of three of our Silve
Spring, Maryland, properties that housed employees prior to relocating to our newly-completed Phase Il facility in Silver Spring. The old
buildings, which are now considered abandoned (not in productive use), are scheduled to be demolished in 2010 in connection with
commencement of construction of the last phase of our Silver Spring campus. The impairment charge is recorded in selling, general and
administrative expenses in our consolidated statement of operations and is included in pharmaceutical segment in Note 19 to these con:
financial statements.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)
Treasury Stock

Treasury stock is recorded at cost, including commissions and fees. The cost of treasury shares sold is determined using thefirst-ir
method. Related gains and losses on sales of treasury stock are recognized as adjustments to stockholders' equity.

Revenue Recognition
Remodulin and Tyvaso

We sell both Remodulin and Tyvaso to our specialty pharmaceutical distributors under generally similar terms. Sales of Remodulin
Tyvaso, including the Tyvaso Inhalation System, are recognized when title and risk of ownership pass to our distributors, upon delivery t
distributors' facilities. We record sales of Remodulin and Tyvaso net of product sales allowances. These sales allowances consist of pro
payment discounts, Medicaid and third-party payer rebates and fees for services provided by our distributors. Calculating these allowanc
involves the use of significant estimates and judgments and information from external sources.

Sales allowances are estimated and recognized as reductions to revenue in the period that associated revenues are recognized. P
discounts are calculated based on the gross amount of invoices and are recorded on a net basis as our distributors have routinely taken
of these discounts.

Medicaid rebates are generally invoiced and paid in the subsequent quarter from the date of sale. Accruals and related revenue rec
for Medicaid rebates are based on historical rebate data adjusted for anticipated changes in product sales trends and government rebate
with regard to eligibility requirements and/or rebate pricing. We analyze rebate data separately for Remodulin and Tyvaso, as these ther
have been developed to treat PAH patients at different stages in the disease continuum and therefore, rebate eligibility and pricing requi
can differ for each therapy.

We may in the future be contractually obligated to pay a rebate to certaipattyrghayers to offset the cost of our therapies. While wi
no such contractual rebate obligations to third-party payers in 2009 or in years prior to 2009, we expect to be contractually obligated to p
certain third-party payers a rebate in 2010 and beyond. As a result, we now include the review of third-party payer data into our revenue
recognition policy.

We pay our distributors for contractual services rendered. Accruals for these fees are estimated based on contracted rates applied
estimated units of service provided by distributors for a given period.

Our specialty pharmaceutical distributors do not possess return rights; however, we provide exchange rights in the event that produ
damaged during shipment, or has expired. The shelf life of Remodulin and Tyvaso is three years from the date of manufacture. The num
product exchanges has been very small because we sell Remodulin and Tyvaso with a shelf life generally in excess of one year before i
expiration and our distributors generally hold a 30 to 60 day inventory of our products. In addition, we do not require, nor do we provide
incentives for our distributors to assume, inventory levels of Remodulin or Tyvaso beyond what would be considered reasonable and cus
in the ordinary course of business and we closely track inventory levels in the distribution channels. Accordingly, any exchange for expir
product has generally occurred many months after the period of initial sale. In addition, exchanges for damaged product have occurred
infrequently. When a shipment of Remodulin or Tyvaso has been damaged in transit to the distributor, we have been
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)

2. Summary of Significant Accounting Policies (Continued)

promptly notified and we do not recognize revenue on that shipment until the damaged product has been replaced, generally within seve
after we receive notification of the damage.

With respect to Remodulin, the financial effects of this exchange right have been immaterial and we expect the historic volume of
exchanges to remain consistent in the future. Obsolescence due to dating expiration has been minimal given the fast pace at which Ren
moves through the distribution channel. Specifically, product exchanges have comprised substantially less than one percent of the volun
vials that we sell. Because historical and anticipated future returns associated with exchange rights for Remodulin have been, and a
be, immaterial, we do not record a reserve for estimated exchange rights in the period of sale. In addition, we expect a similarly immater
financial impact of exchange rights with respect to Tyvaso. Accordingly, we have not recognized a reserve for anticipated future exchanc
Tyvaso. Lastly, we closely monitor exchange data for both of these therapies to ensure that our assumptions continue to be reasonable,
appropriate and current.

Adcirca

Adcirca is manufactured for us by Eli Lilly and Company (Lilly) distributed through Lilly's well-established pharmaceutical wholesale
network. This type of distribution is similar to the way Adcirca's main competitor, Revatio, is distributed. Specifically, Lilly handles all of tf
administrative functions associated with the sale of Adcirca on our behalf, including the receipt and processing of customer purchase orc
shipment of Adcirca to customers, and the invoicing and collection of customer payments. In addition, sales terms for Adcirca include ref
rights that extend throughout the distribution channel. We recognize sales of Adcirca on a gross basis (net of allowances) upon delivery
customers because: (1) we are responsible for the acceptability of the product purchased by Lilly's wholesalers; (2) we bear all inventory
title and risk of loss pass to us at the shipping point from Lilly's manufacturing facility; (3) we assume credit risk if Lilly is unable to collec
amounts due from customers; and (4) we assume the risk and cost of a product recall, if required.

Adcirca revenues are recognized net of the following sales allowances: reserves for product returns, Medicaigatyd ghiydr rebate
prompt pay discounts, non-PAH sales, if any, and wholesaler fees. Calculation of these allowances involves the use of significant judgm
estimates. In our determination of the allowance, we consider Lilly's return experience across all of their product lines especially with res
those products that resemble Adcirca's expected sales and utilization. We also considered our experience with PAH product sales, custc
returns, distributors and inventory management. Lastly, we also consider national product return averages for all pharmaceutical produc
specialty pharmaceutical products. Consequently, we have based initial estimates for returns on published industry data related to speci
pharmaceuticals, as that segment of industry data is most relevant to Adcirca. In addition, we compare patient prescription data to sales
to see if both the prescription and sales patterns are reasonably similar. Allowances for Medicaid rebates are derived from ouré&ataoduli
experience as we believe that the treatment population as it relates to Medicaid patients is similar. While we had no contractual obligatio
a rebate to third-party payer in 2009, we expect to be contractually obligated to pay a rebate to certain third-party payers in 2010. Promg
discounts are based on contractual terms with our distributors, and they generally take advantage of such discounts. We analyze our sal
determine if any sales of Adcirca are for the treatment of an illness other than pulmonary hypertension. We do not recognize non-pulmotr
hypertension sales of Adcirca as revenue. Lastly, wholesaler fees are based on the contractual fee percentage for each wholesaler and
that wholesaler.
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Research and Development

Research and product development costs are expensed as incurred except for payments made in advance of services to be provid
Related expenses consist of internal labor and overhead, costs to acquire pharmaceutical products and product rights for development,
used in clinical trials and amounts paid to third parties for services and materials relating to drug development and clinical trials.

We recognize the following as research and development expense in the period related costs are incurred:

. Costs associated with production activities in our manufacturing facilities prior to receiving FDA approval for such facilities;
for major unproven changes to our production processes;

. Costs incurred in licensing the rights to technologies in the research and development stage that have no alternative
and
. Up-front payments made pursuant to license and distribution rights arrangements prior to regulatory approval of the underl

pharmaceutical product absent any alternative future uses.
Share-Based Compensation

For stock option awards, the amount of compensation expense to be recognized is based on the grant date fair value of the award.
compensation expense is recognized on a straight-line basis over the requisite service period, or vesting period of option awards that ar
expected to vest.

Share-based awards that require cash settlement upon exercise, such as those granted under our Share Tracking Awards Progran
are classified as a liability. Accordingly, the fair value of related cash settled awards is re-measured at each reporting date until awards &
exercised or are otherwise no longer outstanding. Related changes in the fair value of outstanding cash settled awards at each reporting
recognized as share-based compensation expense.

Advertising Costs

Advertising costs are expensed as incurred. Advertising expense recognized during the years ended December 31, 2009, 2008 an
was approximately $1.6 million, $1.2 million and $1.2 million, respectively.

Income Taxes

Income taxes are accounted for in accordance with the asset and liability method. Accordingly, deferred tax assets and liabilities ar
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing asse
liabilities and their tax bases. Deferred tax assets and liabilities are measured using the enacted tax rates that are expected to apply to t:
income in the years in which those temporary differences are expected to be recovered or settled. The effect of a change in tax rates on
tax assets and liabilities is recognized in the period that includes the enactment date. Deferred tax assets are reduced by a valuation allc
when, in our opinion, it is more likely than not that some or all of the deferred tax assets will not be realized.
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Financial statement recognition of a tax position taken or expected to be taken in a tax return is determined based on a more likely
threshold of that position being sustained. If the tax position meets this threshold, the benefit to be recognized is measured as the larges
that is more than 50 percent likely to be realized upon ultimate settlement. It is our policy to record interest and penalties related to unce
positions as a component of income tax expense.

Earnings (Loss) per Share

Basic earnings (loss) per share is computed by dividing net income (loss) by the weighted average number of shares of common st
outstanding during the period. Diluted earnings per common share is computed by dividing net income by the weighted average number
shares of common stock outstanding during the period, plus the potential dilutive effect of other securities if such securities were convert
exercised. During periods in which we incur net losses, weighted average shares outstanding exclude potentially dilutive securities, |
effect would be anti-dilutive.

Concentrations of Credit Risk, Suppliers, Products, Revenues and Customers

Concentration of credit risk. Financial instruments that are exposed to credit risk consist of cash, money market funds, commer
marketable investments, and trade receivables. We maintain our cash and money market funds with financial institutions that are federa
insured. While balances deposited in these institutions often exceed Federal Deposit Insurance Corporation limits, we have not experien
losses on related accounts to date. Furthermore, we limit our risk exposure by maintaining funds in substantial financial institutions that \
believe are creditworthy and financially sound. Our investments in commercial paper and marketable debt investments have been issuet
corporate, state and local government agencies and federally-sponsored agencies. We mitigate the risks associated with holding these t
securities by investing in only highly-rated securities with relatively short maturities that we believe do not involve a significant degree of
At any given period, our trade receivables are concentrated among a small number of principal customers. If any of these financial institt
issuers or customers failed to perform their obligations under the terms of these financial instruments, our maximum exposure to potenti
would approximate amounts reported on our consolidated balance sheets.

Concentration of suppliers. We rely on a single supplier to perform stability studies on Remodulin and Tyvaso, manufacture Tyvaso
to analyze other products we are developing. In addition, Remodulin is manufactured and packaged by a single producer. Lilly, the r
of Adcirca, also provides distribution and collection services for us. Although our current suppliers could be replaced, we believe that a ¢
in one of our suppliers could disrupt the distribution of our commercial products or services and impede the progress of our clinical trials
other research and development.

Concentration of products, revenues and customeBuring the years ended December 31, 2009, 2008 and 2007, sales of Remodulin
accounted for approximately 90%, 96% and 95%, respectively, of our total net revenues. Net sales of Remodulin in the United State
distributors comprised approximately 88%, 89% and 88%, respectively, of such revenues. In addition, these three U.S.-based distributor
sole customers for Tyvaso. Sales of Tyvaso during the year ended December 31, 2009 (its first year of commercial sale) comprised
approximately 5% of our net revenues. At December 31, 2009 and 2008, approximately 80% and 79%, respectively, of accounts rec
due from our three U.S.-based distributors. While we rely on our distributors to market Remodulin and
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Tyvaso, there are several other qualified distributors that could replace any one of our current distributors should the need arise.

During the year ended December 31, 2009, we derived approximately 77% of our total net domestic revenues from one customer it
pharmaceutical segment. Gross revenues from that customer are as follows (in thousands):

Years Ended December 31
2009 2008 2007

Accredo Health
Group, Inc. $ 269,77( $ 184,86 $ 136,97

3. Recently Issued Accounting Standards

In January 2010, the FASB issued accounting standards update (ASU) No. 28dip\0élue Measurements and Disclosures (Topic
820)—Improving Disclosures about Fair Value Measurem@®) No. 2010-06). ASU No. 2010-06 requires: (1) fair value disclosures of
assets and liabilities by class; (2) disclosures about significant transfers in and out of Levels 1 and 2 on the fair value hierarchy, in additi
Level 3; (3) purchases, sales, issuances and settlements be disclosed on gross basis on the reconciliation of beginning and ending bala
Level 3 assets and liabilities; and (4) disclosures about valuation methods and inputs used to measure the fair value of Level 2 assets al
liabilities. ASU No. 2010-06 becomes effective for the first financial reporting period beginning after December 15, 2009, except for discl
about purchases, sales, issuances and settlements of Level 3 assets and liabilities which will be effective for fiscal years beginning after
December 15, 2010. We are currently assessing what impact, if any, ASU No. 2010-06 will have on our fair value disclosures; however,
not expect the adoption of the guidance provided in this codification update to have any material impact on our consolidated financial
statements.

In December 2009, the FASB issued ASU No. 200 drsolidations (Topic 810)—Improvements to Financial Reporting By Enterprise
Involved with Variable Interest Entiti( ASU No. 2009-17). ASU 2009-17 requires a qualitative approach for determining the primary
beneficiary of a variable interest entity and replaces the quantitative evaluation previously set forth under FASB Interpretation No. 46 (re
December 2003 onsolidation of Variable Interest Entitie3his approach is focused on identifying the reporting entity that has the ability t
direct the activities of a variable interest entity that most significantly affects the entity's economic performance and has the obligation to
the entity's losses or has the right to receive benefits from the entity. ASU No. 2009-17, among other things, will require enhanced disclc
about a reporting entity's involvement in variable interest entities. The guidance under ASU No. 2009-17 will be effective for the first ann
period beginning after November 15, 2009, and interim periods within that first annual period. We are assessing what impact, if any, ado
this standard will have on our consolidated financial statements.

In October 2009, the FASB issued ASU No. 2009RE¥enue Recognition (Topic 605)—Multiple-Deliverable Revenue Arrangements:
consensus of the FASB Emerging Issues Task FA&d 2009-13). ASU 2009-13 establishes a selling-price hierarchy for determining the
selling price of each element within a multiple-deliverable arrangement. Specifically, the selling price assigned to each deliverable is to b
on vendor-specific objective evidence (VSOE) if available, third-party evidence, if VSOE is unavailable, and estimated selling prices if ne
VSOE or third-party evidence is available. In
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addition, ASU 2009-13 eliminates the residual method of allocating arrangement consideration and instead requires allocation using the
selling price method. ASU 2009-13 will be effective prospectively for multiple-deliverable revenue arrangements entered into, or material
modified, in fiscal years beginning on or after June 15, 2010. Presently, we are assessing what impact, if any, the adoption of ASU 2009
have on our consolidated financial statements.

In August 2009, the FASB issued ASU No. 2009Faf, Value Measurements and Disclosures (Topic 820)—Measuring Liabilities at
Fair Value(ASU 2009-05). ASU 2009-05 provides guidance in measuring the fair value of a liability when a quoted price in an active mar
does not exist for an identical liability or when a liability is subject to restrictions on its transfer. ASU 2009-15 was effective for us beginni
with the quarter ended December 31, 2009. The adoption of ASU 2009-05 had no impact on the fair value measurements of our liabilitie

4. Marketable Investments
Held-to-maturity Investments

Marketable investments classified as held-to-maturity consist of the following (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Government sponsored enterprise
December 31, 200 $ 172,53. $ 55¢ $ (247) $ 172,84
Corporate notes and bonds at December 31, 96,691 15¢€ (49) 96,80¢
Total $ 269,22¢ $ 717 % (29€) $ 269,64
As reported on the consolidated balance shee
December 31, 200!
Current marketable securiti $ 129,14(
Noncurrent marketable securiti 140,08¢
$ 269,22¢
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Government sponsored enterprises at
December 31, 200 $ 154,118 $ 1,71¢ $ (18) $ 155,81!
Corporate notes and bonds at December 31, 53,50¢ 14C (151) 53,49¢
Total $ 207,62: $ 1,85¢ $ (169) $ 209,31:

As reported on the consolidated balance she
December 31, 200t

Current marketable securiti $ 106,59¢
Noncurrent marketable securiti 101,02¢
$ 207,62«

Certain held-to-maturity investments have been pledged as collateral to Wachovia Development Corporation under the laboratory I
described in Note 10 to these consolidated financial
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statements—€ommitments and Contingencieagnd are classified as restricted marketable investments and cash on our consolidated balan
sheets as of December 31, 2009 and 2008.

The following table summarizes gross unrealized losses and the length of time marketable investments have been in a continuc
loss position (in thousands):

December 31,
2009 2008
Gross Gross
Fair Unrealized Fair Unrealized
Value Loss Value Loss
Government
sponsored
Less than on
year $ 54,29¢ $ (247 $ 9,88¢ $ (18)
Greater than
one yeal — — — —
54,29¢ (247) 9,88¢ (18)
Corporate
notes:
Less than one
year 64,49¢ (49) 21,27¢ (157)
Greater thai
one yeal — — — —
64,49¢ (49 21,27¢ (157)
Total $ 118,79¢ $ (29€) $ 31,16« $ (169)

We attribute the unrealized losses on held-to-maturity securities as of December 31, 2009 and 2008, to the variability in related ma
interest rates. We do not intend to sell these securities, nor is it more likely than not that we will be required to sell them prior to the end
contractual term. Furthermore, we believe these securities do not subject us to undue market risk or counterparty credit risk. As such, we
consider these securities to be other than temporarily impaired.

The following table summarizes the contractual maturities of held-to-maturity marketable investments at December 31, 2009 (in
thousands):

December 31, 200!

Amortized Fair

Cost Value
Due in less than one ye $ 150,09 $ 150,61
Due in one to two yeal 119,13¢ 119,03:
Due in three to five yeal — —
Due after five year — —
Total $ 269,22¢ $ 269,64
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Proceeds, realized gains and losses from sales of available-for-sale investments are as follows (in thousands):

Years Ended December 31,
2009 2008 2007

Gross proceec $ — $ 31,85((1)$ 58,05(
Realized gain $ — % —  $ —
Realized losse $ — % — 3 —

1) Gross proceeds on sales of ARS at par from January 1, 2008 through February 29, 2008

For purposes of determining gross realized gains and losses on sales of available-for-sale investments, the cost of securities sold i
determined by specific identification.

Trading Investments

Trading securities consisted of the following (in thousands):

Other
Cumulative Cumulative Than
Amortized Cost Gross Trading Gross Trading Temporary Estimated Fair
Or Par Value Gains Losses Impairment Value

Municipal notes at

December 31,

2009 $ 36,20 $ 2,04 % (2,609 $ (6,30¢) $ 29,33:
Municipal notes at

December 31,

2008 $ 36,750 $ — $ (2,466) $ (6,30¢) $ 27,97¢

We recognized trading gains of $1.9 million, trading losses of $2.5 million and no trading gains or losses for years ended Decembe
2009, 2008 and 2007, respectively.

Equity Investments

As of December 31, 2009 and 2008, we owned less than 1% of the common stock of Twin Butte Energy Ltd. (Twin Butte). Our inve
in Twin Butte is classified as available-for-sale and reported at fair value based on the quoted market price.

As of December 31, 2009, we maintain an investment totaling approximately $4.9 million in the preferred stock of a privately held
corporation. We account for this investment at cost, as its fair value is not readily determinable. The fair value of our investment has not
estimated at December 31, 2009, as there have been no events or developments indicating that the investment may be impaired. This ir
is included within non-current other assets on our consolidated balance sheets.

5. Fair Value Measurements

Assets and liabilities subject to fair value measurements are required to be disclosed within a specified fair value hierarchy. The fai
hierarchy ranks the quality and reliability of inputs, or assumptions, used in the determination of fair value and requires assets and liabilit
carried at fair
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value to be classified and disclosed in one of the following categories based on the lowest level input used that is significant to a particul
value measurement:

Level 1—Fair value is determined by using unadjusted quoted prices that are available in active markets for identical assets and
liabilities.

Level 2—Fair value is determined by using inputs other than Level 1 quoted prices that are directly or indirectly observable. Input:
include quoted prices for similar assets and liabilities in active markets or quoted prices for identical assets and liabilities in inacti
markets. Related inputs can also include those used in valuation or other pricing models such interest rates and yield curves that
corroborated by observable market data.

Level 3—Fair value is determined by inputs that are unobservable and not corroborated by market data. Use of these inputs invol
significant and subjective judgments to be made by a reporting entity—e.g., determining an appropriate adjustment to a discount
for illiquidity associated with a given security.

Assets and liabilities subject to fair value measurements were as follows (in thousands):

As of December 31, 2009

Level 1 Level 2 Level 3 Balance
Assets
Auction-rate securities(1 $ — $ — $ 29,33, $ 29,33
Auction-rate securities put option( — — 6,741 6,741
Money market funds(s 48,22( — — 48,22(
Federall-sponsored and corporate d
securities(4 — 269,64¢ — 269,64¢
Available-for-sale equity investmel 161 — 161
Total Assets $ 48,38. $ 269,64¢ $ 36,07¢ $ 354,10:
Liabilities
Convertible Senior Note $ 361,841 $ — 3 — $ 361,84
Contingent Considerati—Tyvaso Inhalatiot
System acquisition(t — — 5,60z 5,60z
$ 361,841 $ — $ 5,60z $ 367,44
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As of December 31, 2008

Level 1 Level 2 Level 3 Balance

Assets

Auction-rate securities(1 $ — $ — $ 27,97¢ $ 27,97¢

Equity securitie: 97 — — 97

Auction-rate securities put option( — — 7,68t 7,68¢

Money market funds(c 96,17¢ — — 96,17¢

Federall-sponsored and corporate d

securities(4 — 209,31 — 209,31

Total Assets $ 96,27¢ $ 209,311 $ 35,66. $ 341,25(
Liabilities

Convertible Senior Note $ 239,42¢ $ — 3 — $ 239,42¢

(1) Included in non-current marketable investments on the accompanying consolidated balance sheets—refer to the sec
below entitledAuction-Rate Securiti€fer a discussion of the valuation techniques used to estimate the fair value of the
securities.

(2) Included within non-current other assets on the accompanying consolidated balance sheets—see the section below
Auction-Rate Securitider further information regarding the approach used to estimate the fair value of this option.

3) Included in cash and cash equivalents and marketable investments and cash—restricted on the accompanying cons
balance sheets.

4) Included in current and non-current marketable investments on the accompanying consolidated balance sheets. The
value of these securities is derived using a market approach—i.e. from pricing models that rely on relevant observat
market data including interest rates, yield curves, recently reported trades of comparable securities, credit spreads a
benchmark securities to determine the fair value of such securities. See also Nd&tddte-Maturity Investment®
these consolidated financial statements.

(5) Included in non-current liabilities on the accompanying consolidated balance sheet. See also Nateui8ition of
Assetdo these consolidated financial stateme

The tables below provide a reconciliation of the beginning and ending balances of assets and liabilities measured at fair value using
significant unobservable inputs (Level 3) for the years ended December 31, 2009 and 2008 (in thousands):

Auction-rate

Auction-rate Securities Put
Securities Option Total
Balance January 1, 20i $ 2797¢ $ 7,685 $ 35,66
Transfers to (from) Level — — —
Total gains/(losses) realized/unrealized include

earnings(1, 1,90¢ (944 962
Total gains/(losses) included in other comprehensive

income — — —

Purchases/issuances/settlements (550) — (550)

Balance December 31, 20 $ 29,33 $ 6,741 $ 36,07
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Auction-rate

Auction-rate Securities Put
Securities Option Total
Balance January 1, 20 $ — $ — $ —
Transfers to (from) Level 36,75( — 36,75(
Total gains/(losses) realized/unrealized included in
earnings(1 (8,774 — (8,774
Total gains/(losses) included in other compreher
income — — —
Purchases/issuances/settlements — 7,68¢ 7,68¢
Balance December 31, 20 $ 2797¢ $ 7,68t $ 35,66!

(@B Includes gains of $1.9 million and losses of $2.5 million for the years ended December 31, 2009 and 2008, respectiv
attributable to the change in unrealized gains (losses) relating to trading securities held at December 31, 2009 and 2
(recognized within other income on our consolidated statements of oper.

Auction-Rate Securities

Our marketable investments include AAA-rated, auction-rate securities (ARS) collateralized by student loans that are approximately
guaranteed by the federal government. Since February 2008, our ARS have been rendered illiquid as a result of the collapse of the cred
markets. Consequently, the fair value of our ARS has been estimated using both a discounted cash flow (DCF) approach and a market
comparables method. For the market comparables method, we consider market data pricing to estimate the discount being applied to sil
securities upon sale in the secondary market. Although the volume of secondary market activity has been increasing, we do not believe
with sufficient frequency to rely solely on such data to determine the fair value of our ARS. As such, we also utilize a DCF model to estin
their fair value. The key assumptions of the DCF model are subjective and include the following: a reference, or benchmark rate of ir
on the London Interbank Offered Rate (LIBOR), the amounts and timing of cash flows, and the weighted average expected life of a secu
its underlying collateral. In addition, the model considers the risks associated with: (1) the creditworthiness of the issuer; (2) the quality o
collateral underlying the investment; and (3) illiquidity. The benchmark interest rate is then adjusted upward depending on the degree of
associated with each security within our auction-rate portfolio. We estimate illiquidity premiums based on an analysis of the average disc
applied to recent sales of comparable ARS within the secondary market.

To mitigate the risks associated with our ARS, we entered into an Auction-Rate Securities Rights Offer (Rights Offer) in November
with the investment firm that maintains our ARS account. Pursuant to the Rights Offer, we can sell our ARS to the investment firm for a |
equal to their par value (approximately $36.2 million) at any time between June 30, 2010, and July 2, 2012 (Put Option). To help meet a
immediate liquidity needs, the Rights Offer permits us to borrow up to the par value of our ARS; however, we do not expect to exercise t
right. The Put Option represents a freestanding, non-transferable financial instrument that is being accounted for under the fair value opt
forth under FASB ASC Topic 82Fjnancial Instrumentgformerly SFAS No. 159The Fair Value Option for Financial Assets and Financial
Liabilities—Including an amendment of FASB Statement No).14&cordingly, all changes in fair value of the Put Option will be recognized
within earnings.
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For the year ended December 31, 2009, we recognized losses of $944,000 related to the Put Option, which has been included in other i
the consolidated statements of operations. Since there is not an observable market for the Put Option, its fair value has been estimated
significant unobservable inputs; therefore, it has been categorized as a Level 3 asset within the fair value hierarchy.

We employed a DCF model to estimate the fair value of the Put Option. We believe that the estimated fair value of the Put Option
represents the incremental value associated with the ability to recover the full cost of our ARS at a significantly earlier date than would b
otherwise possible, if at all, and the ability to obtain an immediate loan under the Rights Offer, as this right possesses value regardle
we expect to borrow under the Rights Offer. Key assumptions used in the DCF model are subjective and include the following: (1) a disc
factor equal to the rate of interest consistent with the expected term of the Put Option and risk profile of the investment firm subject to the
Option; (2) the amount and timing of expected cash flows; (3) the expected life of the Put Option prior to its exercise; and (4) assumed Ic
amounts. This DCF methodology considered two scenarios. The first scenario assumed that we would borrow up to 50% of the par value
ARS and the second scenario assumed that we would borrow up to 75% of the par value of our ARS. Under the DCF model, increases i
assumed loan balance would result in an increase in the fair value of the Put Option because the risk of counterparty non-performance
diminishes. The estimated fair values generated under both scenarios were given equal weight in estimating the fair value of the Put Op

6. Investment in Northern Therapeutics, Inc.

We own approximately 68% of the outstanding common stock of Northern Therapeutics, Inc. (Northern). Northern was formed in 2(
develop a particular form of gene therapy for the treatment of PAH and to distribute Remodulin and our other products in Canada. Althot
own a majority of Northern's outstanding common stock, we may appoint only two of the Northern's seven board seats. Substantially all
Northern's key business decisions require unanimous consent from its board including decisions related to personnel selection and
and the establishment of operating and capital budgets. As such, the minority owners of Northern have substantive participating rights. £
result of these substantive participating rights, we do not control Northern; therefore, consolidation is prohibited. We account for our inve
in Northern under the equity method and as such, the related investment balance is adjusted for our cumulative share in Northern's loss
December 31, 2009, the investment balance is approximately $880,000 and has been included within other non-current assets on our
consolidated balance sheet.
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Summarized financial information for Northern is presented below (in thousands):

As of, and for the Year
ended December 31,

2009 2008 2007
Total asset $ 898 $ 904 $ 1,404
Total liabilities $ 3% 83 ¢ 31
Total revenues(1 $ 281 $ 284 $ 48t
Net loss(1) $ (64 $ (33) $ (469

(1) Includes milestone payments under our exclusive license agreement with N¢
7. Accrued Expenses
Accrued expenses consisted of the following (in thousands):

December 31,

2009 2008
Royalties and rebate $ 15,25¢ $ 10,64(
Payroll relatec 8,707 6,72
Research relate 2,457 1,93(
Other 3,34 1,55¢

Total $ 29,76« $ 20,85:

8. Share Tracking Awards Plan

In June 2008, we adopted the United Therapeutics Corporation Share Tracking Awards Plan (STAP). Awards granted under the ST
(Awards) are non-dilutive as they are not settled in shares of our common stock but rather convey the right to receive in cash an amount
the appreciation of our common stock, which is calculated as the positive difference between the closing price of our common stock on t
of exercise and the date of grant. Outstanding Awards generally vest thimhiecrements on each of the first three anniversaries of the
grant and expire on the tenth anniversary of the date of grant. However, awards granted after November 2009 will generally vest in one-
increments on each of the first four anniversaries of the date of grant. On September 14, 2009, the Compensation Committee of our Boe
Directors approved an amendment to the STAP increasing the number of Awards available for grant from 6,000,000 to 9,000,000.

We are required to account for outstanding Awards as a liability due to their cash-settlement provision. Accordingly, we estimate the
value of Awards using the Black-Scholes-Merton valuation model at each financial reporting date until settlement occurs or Awards are
otherwise no longer outstanding. The STAP liability balance was $64.2 million and $8.5 million at December 31, 2009, and December 3!
respectively, and has been included in other current liabilities on our consolidated balance sheets. The change in the fair value of outsta
Awards at each reporting date is recognized as compensation expense on our consolidated statement of operations.
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In estimating the fair value of Awards, we are required to use inputs that materially impact fair value measurements and the resultin
compensation expense recognized. These inputs include the expected volatility of the price of our common stock, the risk-free interest r
expected term of Awards, the expected forfeiture rate and the expected dividend.

A description of the key inputs used in estimating the fair value of the Awards is provided below:

Expected volatility—Volatility is a measure of the amount the price of our common stock has fluctuated (historical volatility) or is
to fluctuate (expected volatility) during a period. We use historical volatility based on weekly price observations of our common stock
period immediately preceding an Award that is equal to the expected term of an Award (up to a maximum of five years). We believe the
volatility in the price of our common stock over the preceding five years provides the best representation of future long-term volatility.

Risk-free interest rate-The risk-free interest rate is the average interest rate consistent with the yield available on a U.S. Treasury n
with a term equal to the expected term of an Award.

Expected term of AwardsAn Award's expected term reflects the estimated time period we expect an Award to remain outstanding. \
apply the use of the simplified method in developing an estimate of the expected term. We employ this methodology for estimating the e
term of Awards until such time that more refined estimates based on historical exercise behavior of the Awards can be established

Expected forfeiture rate-The expected forfeiture rate is an estimated percentage of Awards granted that are expected to be forfeitec
canceled on an annual basis prior to becoming fully vested. We derive our estimate based on historical forfeiture experience of our stock
for similar classes of employees. We expect forfeiture experience with respect to Awards to be materially comparable to that of our stock
options, which contain similar terms and conditions.

Expected dividend yieldWe do not pay cash dividends on our common stock and do not expect to do so in the future. Therefore, th
dividend yield is assumed to be zero.

The table below presents the inputs used to re-measure the fair value of Awards at December 31, 2009 and 2008:

December 31,
2009 2008
Expected volatility 47.% 48.(%
Risk-free interest rat 28% 1.€%
Expected term of options (in yea 5.C 5.€
Forfeiture rate 540 6.2%
Expected dividen: 0% 0.C%
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A summary of the status and activity of the STAP is presented below:

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Number of Exercise Term Value
Awards Price (Years) (in 000s)
Outstanding at January 1, 20 3,622,991 $§ 25.37
Granted 3,337,88: 38.7¢
Exercisec (376,739 25.32
Forfeited (220,429 30.1¢
Outstanding at December 31, 2( 6,363,721 $ 32.1¢ 9. $ 130,20«
Awards exercisable at December 31, 2 809,89( $ 25.3: 85 $§ 22,13t
Awards expected to vest at December 31, 2 521356 $ 33.2¢ 9.C $ 101,24

The weighted average fair value of Awards granted during the years ended December 31, 2009 and 2008, was $29.12 and $16.13,
respectively.

Share-based compensation expense relating to the STAP was as follows (in thousands):

Year Ended Year Ended
December 31, December 31,
2009 2008
Cost of service sale $ 331 $ 17
Research and developmt 27,10¢ 3,46:
Selling, general and administrati 34,20¢ 4,96t
Shar-based compensation expel
before taxe: 61,64¢ 8,44t
Related income tax benef (22,809 (3,379
Sharw-based compensation exper
net of taxe: $ 38,837 $ 5,067
Total shar-based compensatic
expense capitalized in inventc  $ 233¢ $ 72

Cash used to settle STAP exercises, which represents the intrinsic value of the award at the date of exercise, during the years endt
December 31, 2009, and 2008 was approximately $8.2 million and none, respectively.

9. Debt
Convertible Notes

On October 30, 2006, we issued at par value $250.0 million of Convertible Senior Notes. We pay interest on the Convertible Senior
semi-annually on April 15 and October 15 of each year. The Convertible Senior Notes are unsecured, unsubordinated debt obligations tl
equally with all of our other unsecured and unsubordinated indebtedness. The conversion price is $37.6129 per share and the number o
on which the aggregate consideration is to be determined upon conversion is
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approximately 6,646,000. Pursuant to the terms of the Convertible Senior Notes, the conversion price and number of shares underlying |
have been proportionately adjusted for the two-for-one split of our common stock.

Conversion can occur: (1) anytime after July 15, 2011; (2) during any calendar quarter that follows a calendar quarter in which the
our common stock exceeded 120% of the conversion price for at least 20 days during the 30 consecutive trading-day period ending on t
trading day of the quarter; (3) during the ten consecutive trading-day period following any five consecutive trading-day period in which th
trading price of the Convertible Senior Notes was less than 95% of the closing price of our common stock multiplied by the then current |
of shares underlying the Convertible Senior Notes; (4) upon specified distributions to our shareholders; (5) in connection with corporate
transactions; or (6) in the event that our common stock ceases to be listed on the NASDAQ Global Select Market and is not listed for tra
another U.S. national or regional securities exchange.

Upon conversion, a holder of our Convertible Senior Notes will receive: (1) cash equal to the lesser of the principal amount of the n
the conversion value (equal to the number of shares underlying the Convertible Senior Notes multiplied by the then current conversion p
share); and (2) to the extent the conversion value exceeds the principal amount of the Convertible Senior Notes, shares of our common
the event of a change in control, as defined in the indenture under which the Convertible Senior Notes have been issued, holders ca
purchase from them all or a portion of their Convertible Senior Notes for 100% of the principal value plus any accrued and unpaid interes
December 31, 2009, the aggregate conversion value of the Convertible Senior Notes exceeded their principal value by approximately
$99.9 million using a conversion price of $52.65, the closing price of our common stock on that date. We have reserved sufficient shares
common stock to satisfy the conversion requirements related to the Convertible Senior Notes.

The closing price of our common stock exceeded 120% of the conversion price of the Convertible Senior Notes for more than 20 tr:
days during the 30 consecutive trading day period ending on December 31, 2009. Consequently, the Convertible Senior Notes are conv
the election of their holders. As this conversion right is outside of our control, the Convertible Senior Notes have been classified as a cur
liability on our consolidated balance sheet as of December 31, 2009. This contingent conversion measurement is calculated at the end ¢
quarterly reporting period. Therefore, the classification of the Convertible Senior Notes may be subject to change depending on the price
common stock.

Adoption of FASB ASC 470-20 (Formerly FSP APB 14-1)

On January 1, 2009, we adopted the guidance set forth under FASB ASC 470-20, which applies to certain convertible debt instrum
may be settled in cash or other assets, or partially in cash, upon conversion. Issuers of such convertible debt instruments are required tc
for the liability and equity components of these instruments separately in a manner that reflects the issuer's nonconvertible debt borrowir
when interest expense is subsequently recognized. Adoption of this guidance required retrospective application.

The Convertible Senior Notes fall within the scope of FASB ASC 470-20 because their terms include partial cash settlement. Accor
we estimated the fair value of the Convertible Senior Notes without the conversion feature as of the date of issuance (Liability Componel
estimated

F-28

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 97 of 211



Table of Contents

UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)

9. Debt (Continued)

fair value of the Liability Component was $177.6 million and was determined using a discounted cash flow approach.

Key inputs used to estimate the fair value of the Liability Component included the following:

. Our estimated nc¢-convertible borrowing rate as of October 2—the date the Convertible Senior Notes were iss
. The amount and timing of cash flows; and
. The expected life of the Convertible Senior Notes.

The excess of the proceeds received over the estimated fair value of the Liability Component totaling $72.4 million was allocated to
conversion feature (Equity Component) and a corresponding offset was recognized as a discount to reduce the net carrying value of the
Convertible Senior Notes. The discount is being amortized to interest expense over a five-year period ending October 2011 (the expecte
the debt) using the interest method and an effective rate of interest of 7.5%.

Interest expense associated with the Convertible Senior Notes' coupon rate of interest and discount amortization consisted of the fc
(in thousands):

Years Ended December 31,

2009 2008 2007
Contractual coupon rate of

interest $ 125 $ 1,25C $ 1,25C
Discount amortizatio 14,58: 13,537 12,56¢

Interest expense—
Convertible Senior Note  $ 15,83. $ 14,787 $ 13,81¢

Amounts comprising the carrying amount of the Convertible Senior Notes are as follows (in thousands):

December 31,
2009 2008

Principal balanc: $ 249,97¢ $ 249,97¢
Discount, net of accumulated
amortization of $42,697 and $28,1 (29,700  (44,28)

Carrying amoun $ 220,27 $ 205,69:
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The impact of the adoption of FASB ASC 470-20 on the results of operations for the years ended December 31, 2009, 2008 and 2(
presented below (in thousands, except for per share data):

Year ended December 31, 20C

Before the Incremental Impact
Impact of of Adoption of
ASC 470-20 ASC 470-20 As Reported
Interest expens  $ — (12,879 $ (12,879
Income tax
(expense)
benefit (4,069 4,764 69t
Net income 27,57: (8,117 19,46
Earnings per
share:
Basic $ 052 % (0.15) $ 0.37
Diluted $ 0.4¢ $ (0.14 $ 0.3E
Year ended December 31, 2008
Incremental Impact
As Previously of Adoption of
Reported ASC 470-20 As Restated
Interest expens  $ (16) $ (11,429 $ (11,439
Income tax
benefit 29,50¢ 4,88¢ 34,39«
Net loss (42,789 (6,53¢) (49,32))
Earnings per
share:
Basic $ (0.93 $ (0.15) $ (1.08)
Diluted $ (0.99 $ (015 $  (1.09
Year ended December 31, 2007
Incremental Impact
As Previously of Adoption of
Reported ASC 470-20 As Restated
Interest expens  $ (2,175 $ (12,10¢) $ (14,28)
Income tax
benefit 3,27¢ 4,60( 7,87¢
Net income 19,85¢ (7,50€) 12,35
Earnings per
share:
Basic $ 047 $ (0.16) $ 0.2¢
Diluted $ 044 $ (0.16) $ 0.2€
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The impact of the adoption of FASB ASC 470-20 on balance sheet line items as of December 31, 2008, is presented below (in thot

December 31, 2008
Incremental Impact

As Previously of Adoption of
Reported ASC 470-20 As Adjusted

Property, plan

and

equipmen  $ 221,06¢ $ 1,6511)$ 222,71
Deferred tay

assets—non

current 175,96¢ 2,87: 178,84
Other nor-

current asse 22,97« (1,309 21,66"
Total $ 420,00¢ $ 3,21t $ 423,22
Other current

liabilities $ 16,63¢ $ (133 $ 16,50¢
Notes payabli 249,97¢ (44,28") 205,69:
Total $ 266,61 $ (44,42() $ 222,19
Additional

paid-in

capital $ 659,24' % 63,04¢ $ 722,29:
Accumulatec

deficit (78,519 (15,419 (93,92))
Total $ 580,73. % 47,63t $ 628,36t

(1) Additional capitalized interest related to our construction projects in Maryland and North Carolina result
from the incremental interest expense recognized upon the retrospective adoption of FASB -20.

Call Spread Option

Concurrent with the issuance of the Convertible Senior Notes, we purchased call options on our common stock in a private transac
Deutsche Bank AG London (Call Option). The Call Option allows us to purchase up to approximately 6.6 million shares of our comm
a price of $37.6129 per share, which is equal to the amount of our common stock related to the conversion value that we could deliver tc
of the Convertible Senior Notes upon conversion. We will be required to issue shares of our common stock upon conversion if the price
common stock exceeds $37.6129 per share upon conversion. The Call Option will terminate upon the earlier of the maturity date of the
Convertible Senior Notes or the first day all of the Convertible Senior Notes are no longer outstanding due to conversion or otherwise. W
approximately $80.8 million for the Call Option, which was recorded as a reduction to additional paid-in-capital.

In a separate transaction that took place simultaneously with the issuance of the Convertible Senior Notes, we sold a warrant to De
Bank AG London under which Deutsche Bank AG London has the right to purchase approximately 6.6 million shares of our commor
exercise price of $52.845 per share (Warrant). Proceeds received from the Warrant totaled approximately $45.4 million and were record
additional paid-in-capital.

The shares deliverable to us under the Call Option must be obtained from existing shareholders. Any shares that we may be requir
deliver under the Warrant can consist of registered or unregistered shares, subject to potential adjustments to the settlement amount. Tt
maximum number of shares of our common stock that we may be required to deliver in connection with the Warrant is
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approximately 6.6 million. We have reserved approximately 6.6 million shares for the settlement of the Warrant and had sufficient shares
available as of December 31, 2009, to effect such settlement.

The combination of the Call Option and Warrant effectively reduces the potential dilutive impact of the Convertible Senior Notes. Tt
Option has a strike price equal to the conversion price of the Convertible Senior Notes and the Warrant has a higher strike price per sha
caps the amount of potential dilution. The Call Option and Warrant can be settled on a net share basis. All share and per share data rela
Call Option and Warrant have been adjusted for the two-for-one split of our common stock (see Note 11 to these consolidated financial
statements—Stockholders' Equity.

In accordance with the guidance provided under FASB AS(M&thatives and Hedgingthese instruments are considered both indexed
to our common stock and classified as equity; therefore, the Call Option and Warrant are not accounted for as derivative instruments.

Interest Expense
Details of interest expense for are presented below (in thousands):

Years Ended December 31

2009 2008 2007
Interest expens $ 18,02¢ $ 16,19¢ $ 14,97(
Capitalized interes (5,159 (4,757 (689)

$ 12,878 $ 11,43¢ $ 14,28

10. Commitments and Contingencies
Lease Obligation

We lease our laboratory facility in Silver Spring, Maryland (Phase | Laboratory), pursuant to a synthetic lease arrangement (Lease)
into in June 2004 with Wachovia Development Corporation and its affiliates (Wachovia). Under the Lease, Wachovia funded $32.0 millio
toward the construction of the Phase | Laboratory on land we own. Subsequent to the completion of construction in May 2006, Wachovic
the Phase | Laboratory to us. Monthly rent is equal to the 30-day LIBOR plus 55 basis points (0.78% as of December 31, 2009) applied
amount Wachovia funded toward construction. The base term of the Lease ends in May 2011 (Base Term). Upon the expiration of the B
Term, we will have the right to exercise one of the following options under the Lease: (1) renew the lease for an additional five-year term
(subject to the approval of both parties); (2) purchase the Phase | Laboratory from Wachovia for approximately $32.0 million; or (3) sell t
Phase | Laboratory and repay Wachovia's construction costs with the proceeds from the sale. If the sale proceeds are insufficient to rep:
Wachovia's construction costs, we must fund the shortfall up to the maximum residual value guarantee of approximately $27.5 millio
inception of the Lease through August 2008, we accounted for the Lease as an operating lease.

In December 2007, we began constructing a combination office and laboratory facility (Phase Il Facility) with funds generated from
operations. Architectural plans included the structural modification of the existing Phase | Facility in order to connect it to the Phase Il Fa
As of September 30, 2008, we received Wachovia's acknowledgement of our plan to make structural
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modifications to the Phase | Laboratory. As a result, we could no longer consider the Phase | Laboratory a standalone structure, which v
required to maintain off-balance sheet accounting for the Lease. Consequently, as of September 30, 2008, we were considered the own
Phase | Laboratory for accounting purposes and are accounting for the Lease as a financing obligation. Accordingly, we capitalized
$29.0 million, the estimated fair value of the Phase | Laboratory, and recognized a corresponding lease obligation on our consolidated b
sheets. We are increasing the lease obligation to $32.0 million, the purchase price of the Phase | Laboratory, through the recognition of
interest charges using the effective interest method. The accretion period will run through the end of the Base Term. Related interest ch:
the years ended December 31, 2009 and 2008, were $1.1 million and $1.1 million, respectively. In addition, we are depreciating the Pha
Laboratory over the estimated useful lives of its various components.

The Lease and other lease agreements to which we are a party require that we comply with certain covenants throughout the term
leases. If we are unable to comply with these covenants and cannot reach a satisfactory resolution in the event of a noncompliance, the:
agreements could terminate. Termination could result in the loss of our liquid collateral, among other consequences. As of December 31
we pledged $34.9 million of our marketable securities as collateral for the Lease. Related amounts have been included in restricted marl
investments and cash on our consolidated balance sheet.

Operating Leases

We lease primarily facilities space and office equipment under operating lease arrangements that have terms expiring at various da
through 2015. Certain lease arrangements include renewal options and escalation clauses.

Minimum rent commitments under non-cancelable operating leases are as follows (in thousands):

Years ending December 31

2010 $ 2,37¢
2011 1,15(
2012 97¢€
2013 78¢€
2014 48

$ 5,33¢

Total rent expense was $2.7 million, $2.5 million and $3.3 million for the years ended December 31, 2009, 2008 and 2007, respecti
Construction Commitment

In May 2009, we amended the terms of our November 2008 guaranteed maximum price construction management agreement with
Whiting-Turner Contracting Company (Whiting-Turner) for the construction of the Phase Il Facility, which was completed in December 2(
The May 2009 amendment converted the guaranteed maximum price into a lump sum and increased our total obligation from approxime
$61.3 million to $67.5 million, as a result of several change orders previously agreed upon with Whiting-Turner. We will not be obligated
Whiting-Turner for costs that
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exceed the lump-sum value of the contract unless such costs result from agreed upon change orders that extend beyond the original sc
work. Amounts outstanding on the contract were approximately $5.3 million as of December 31, 2009.

Milestone and Royalty Payments

We are party to certain license agreements as described in NotdcEsise Agreements these consolidated financial statements.
Generally, these agreements include milestone cash payments upon the achievement of certain product development and commercializ
goals.

Future milestone payments under these arrangements have been estimated as follows (in thousands):

Years ending December 31, 1
2010 $ 6,61¢
2011 9,03¢
2012 2,87¢
2013 1,64t
2014 and thereafte 12,67(
$ 32,85(

() The amounts and timing of future milestone payments may vary depending on when related milestones
be attained, if at al

Additionally, certain agreements described in Note 1icense Agreements these consolidated financial statements—require us to pay
royalties. Related royalties are generally based on a percentage of net sales of related products or other products and range from 1.0%
of net product revenues.

Research agreement

We maintain a research agreement with the University of Oxford (Oxford) to develop antiviral compounds. Under the terms of the
agreement, we are required to fund related research and make milestone payments for the successful completion of clinical trials. We at
obligated to pay royalties to Oxford equal to a percentage of our net sales from discoveries and products developed by Oxford. Mileston
payments and royalties are subject to reduction depending upon third-party contributions to discoveries and/or third-party licenses neces
develop products. In October 2006, the term of the research agreement was extended through September 30, 2011. In connection with 1
agreement's extension, we are obligated to make 60 equal monthly payments totaling approximately $3.7 million. As of December 31, 2
approximately $1.1 million in monthly payments remained outstanding. During the twelve months ended December 31, 2009, 2008 and :
we incurred approximately $588,000, $734,000 and $652,000, respectively, in expenses under the terms of the agreement. For the 1
ended December 31, 2009, we incurred additional expenses of $309,000 related to a research and development grant to Oxford to build
support a highly-secure laboratory required for working with certain viruses.
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Equity Incentive Plan

Our Board of Directors adopted an equity incentive plan in November 1997 (EIP). Subsequently, in April 1999, our Board and s
approved an amendment and restatement of the EIP to increase the number of shares available for issuance under the EIP. The EIP, as
and restated, provides for the issuance of up to 29,879,034 shares of our common stock, of which 15,879,034 have been reserved for is
our CEO in accordance with her employment agreement. As of December 31, 2009, there were 11,554,693 shares available for issuanc
the EIP. Pursuant to the EIP, we may only grant, beginning in November 2007, nonqualified stock options and other share-based award:
participants. Options granted under the EIP are nontransferable, contain a maximum contractual term of ten years, and typically have ve
one-third increments on each of the first three anniversaries of the grant date. The exercise price of related awards can be no less than 1
market value of our common stock on the date of grant. Historically, we have issued new shares of our common stock upon the exercise
options.

Stock Split

On September 22, 2009, we completed a stock split in the form of a stock dividend pursuant to which one share of our common sto
distributed for each share issued and outstanding (or held in treasury) at the close of business on the record date, September 14, 2009.
references in the consolidated financial statements and elsewhere in this Annual Report on Form 10-K to the price and number of share:
common stock and per share data, including data pertaining to share-based awards, have been restated to reflect the effects of the stoc
all periods presented.

Stock Option Exchange

Pursuant to an Offer to Exchange (the Offer), on December 26, 2008 (Exchange Date), certain outstanding options with exercise pt
above $32.50 (Original Options) were cancelled and replaced with options having an exercise price of $30.75 (Replacement Options), t
closing price of our common stock on the Exchange Date. Original Options submitted for exchange were replaced on a one-for-one basi
Replacement Options. Additionally, the Replacement Options retain all terms and conditions of the Original Options except for the reduc
the exercise price as described above and the following:

. Original Options submitted for exchange that were vested and exercisable as of the Exchange Date, are subject to a one-y
vesting term—i.e., related Replacement Options will be exercisable beginning on the one-year anniversary of the Exchang
and

. Replacement Options are nonqualified stock options regardless of whether Original Options submitted for exchange were

incentive options.

Under SFAS 123R, the Offer is considered a modification of existing option award terms. As such, total compensation associated w
Replacement Options will consist of the grant date fair value of the Original Options for which the requisite service period is expected to
rendered (or has already been rendered) at the Exchange Date, plus the incremental cost associated with the modification of terms. The
incremental compensation expense is measured as the excess of the fair value of the Replacement Options over the fair value of the Or
Options re-measured as of the Exchange Date. A total of 3,145,232 Original Options with a weighted average exercise price of $40.53 w
exchanged
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for Replacement Options. Incremental compensation expense associated with the Offer was approximately $7.8 million, of which $7.3 m
has been recognized through December 31, 2009. The remaining unrecognized expense will be recognized through 2011.

Employee Stock Options

We estimate the fair value of stock options using the Black-Scholes-Merton valuation model. Option valuation models, including Ble
Scholes-Merton, require the input of highly subjective assumptions that can materially impact the estimation of fair value and related
compensation expense. These assumptions include the expected volatility of our common sfoek inigtest rate, the expected term of s
option awards, expected forfeiture rate and the expected dividend yield.

A description of the key inputs used in estimating the fair value of the stock options is provided below:

Expected volatility—Volatility is a measure of the amount the price of our common stock has fluctuated (historical volatility) or is
to fluctuate (expected volatility) during a period. We use historical volatility based on weekly price observations of our common stock
period immediately preceding a stock option grant that is equal to the expected term of the grant (up to a maximum of five years). W
volatility in the price of our common stock over the preceding five years provides the best representation of future long-term volatility.

Risk-free interest rate-The risk-free interest rate is the average interest rate consistent with the yield available on a U.S. Treasury n
with a term equal to the expected term of a stock option grant.

Expected term-The expected term reflects an estimation of the time period we expect an option grant to remain outstanding. We ad
SAB No. 107, as amended by SAB No. 110 regarding the use of the simplified method in developing an estimate of the expected term.

Expected forfeiture rate-The expected forfeiture rate is the estimated percentage of options granted that are expected to be forfeitec
cancelled on an annual basis prior to becoming fully vested. We derive our estimate based on historical forfeiture experience for similar
of employees.

Expected dividend yieldWe do not pay dividends on our common stock and do not expect to do so in the future. Therefore, the divi
yield is assumed to be zel

The following weighted-average assumptions were used in estimating the fair value of stock options granted to employees:

Year ended December 31
2009 2008 2007

Expected volatility 47.6% A47.€% 39.¢%

Risk-free interest rat 26% 1€ 4.1%

Expected term of options (in yea 5.1 4.8 5.7

Forfeiture rate 00% 3% 4.7%

Expected dividen: 0.0% 0.C% 0.C%
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A summary of the status and activity of employee stock options is presented below:

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Exercise Term Value
Shares Price (Years) (in 000s)
Outstanding at January 1, 20 9,173,38. $§ 27.3¢
Granted 792,89¢ 49.61
Exercisec (1,296,55) 23.9i
Forfeited (90,939 29.61
Outstanding at December 31, 2( 8,578,78! $ 29.92 6.4 $ 195,16¢
Options exercisable at end of per 7,656,43. $§ 29.7¢ 6.3 $ 172,83:
Expected to vest at December 31, 2 970,06: $ 31.0¢ 77 $ 20,94:

The weighted average fair value of employee stock options granted during the year ended December 31, 2009, 2008 and 2007, wa
$26.80 and $31.44, respectively. The total fair value of employee shares vested during the years ended December 31, 2009, 2008 and :
approximately $42.7 million, $68.8 million and $42.2 million, respectively.

Total employee stock option expense recognized for the years ended December 31, 2009, 2008 and 2007, is as follows (in thousar

Year ended December 31,

2009 2008 2007
Cost of service sale $ 46 $ 52 $ 42
Research and developmt 9,18¢ 10,34+ 10,96¢
Selling, general and

administrative 29,93( 15,15¢ 36,35
Stock option expense befc

taxes 39,16¢ 25,554 47,36¢
Related income tax benef (14,49 (10,222 (17,929
Total stock option expens

net of taxe: $ 2467 $ 15337 $ 29,43%

Total stock option expen:

capitalized in inventor ~ $ 97z $ 52C $ 21z

As of December 31, 2009, there was approximately $6.9 million of total unrecognized compensation cost related to unvested emplc
stock options, which is expected to be recognized through 2011.
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Information regarding both employee and non-employee option exercises is summarized below (dollars in thousands):

Year Ended December 31,
2009 2008 2007

Number of option:

exercisec 1,358,06' 2,045,94. 3,594,07.
Cash received fror

options exercise $ 32,61 $§ 41,93t $ 58,34«
Total intrinsic value

of options exercise $ 29,06 $ 58657 $ 91,11¢
Tax benefits realizec

from options

exercisec $ 4,.40¢ $ 21,09C $ 29,60:

Stock Options Issued to Non-employees for Services

We issued options under the EIP to consultants for services performed during 2008 and 2007. We measure related option gran
and recognize related expense over the period of performance, which is typically the vesting term of the options, or one year. A summar
consultant stock option grants is summarized below:

Number of Options Weighted Average
Granted Grant Price

For the years ende
December 31

2009 — —
2008 82,000 $ 49.5¢
2007 82,000 $ 26.61

We incurred approximately none, $2.4 million and $1.4 million during the years ending December 31, 2009 and 2008 and 2007,
respectively, in consultant stock option expense. Pursuant to the terms of the Offer, 48,334 options held by members of our Scientific Ac
Board were submitted for exchange with a weighted average exercise price of $41.42.

Treasury Stock Transactions

On December 18, 2008, we issued 6,301,674 shares of our common stock from treasury to Lilly in exchange for $150.0 million,
a November 2008 stock purchase agreement (see Notd iterse Agreements these consolidated financial statements). The total cost
treasury stock issued in excess of the aggregate sales price of the transaction was approximately $14.2 million and has been included ir
accumulated deficit on our consolidated balance sheet at December 31, 2008.

On October 17, 2006, the Board approved a stock repurchase program that authorized us to acquire up to 8.0 million shares of our
outstanding common stock over a two year period ending on October 17, 2008. Approximately 6.2 million shares were acquired for ¢
cost of $182.6 million under the stock repurchase program, which concluded in October 2008. We did not repurchase any shares of our
outstanding common stock during 2008.
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Earnings (loss) per Share
The components of basic and diluted (loss) earnings per share were as follows (in thousands, except per share amounts):

Years ended December 31,
2009 2008 2007

Net income (loss) (numeratc $ 19,462 $ (49,327 $ 12,35:
Shares (denominatot
Basic weighted-average

shares outstandir 53,31« 45,80: 42,44¢
Effect of dilutive securities
Convertible Senior Note 39¢ — —
Stock options(1 2,42( — 2,45¢
Diluted weighted-average
shares 56,13: 45,80: 44 ,90:
Earnings (loss) per sha
Basic $ 037 $ (10§ $ 0.2¢
Diluted $ 03 $ (@09 $ 0.2¢

Stock options and warrar
excluded from calculation
(2) 6,78¢ 16,24( 9,557

(1) Calculated using the treasury stock method

2) Certain stock options and warrants were excluded from the computation of diluted earnings per share
because their impact would be antidiluti

Shareholder Rights Plan

On June 30, 2008, we entered into an Amended and Restated Rights Agreement with The Bank of New York, as Rights Agent (the
which amends and restates our original Rights Agreement, dated December 17, 2000. The Plan, as amended and restated, extends the
date of the Preferred Share Purchase Rights (Rights) from December 29, 2010, to June 26, 2018, and increases the purchase price of e
from $129.50 to $800.00 ($64.75 and $400.00, respectively, after our September 2009 two-for-one stock split). Each Right entitles holde
purchase one one-thousandth of a share of our Series A Junior Participating Preferred Stock. Rights are exercisable only upon our acqu
another company, or commencement of a tender offer that would result in ownership of 15 percent or more of the outstanding shares of
voting stock by a person or group (as defined under the Plan) without our prior express written consent. We have not issued any shares
Series A Preferred Stock.
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12. Comprehensive Income (Loss)
Comprehensive income (loss) comprised the following (in thousands):

Year ended December 31,
2009 2008 2007

Net income (loss $ 19,46 $ (49,327 $ 12,35
Other comprehensive incon
Foreign currency translatic
gain (loss; 2,80z (5,489 28t
Marketable investments—
availablefor-sale
Unrealized holding gains
(losses), net of ta 44 (4,702 (892
Reclassificatior
adjustment for other-
than-temporary
impairment realized in
income, net of ta — 4,511 —

Unrealized gain (loss) on
available-for-sale

securities, ne 44 (291) (892)
Unrecognized prior peria
service cost, net of te 92 (414 (587)

Unrecognized actuarial
pension (loss) gain, net
tax (1,339 (13€) 35
Comprehensive income (los $ 21,06 $ (55,557 $ 11,19

13. Income Taxes
Components of income tax benefit consist of the following (in thousands):

Year Ended December 31

2009 2008 2007
Current:

Federa $ 14,30 $ — $ 634

State 1,99¢ 1,27¢ 10z

Foreign 15¢ 391 78
Total current 16,46 1,66¢ 81t
Deferred

Federa (24,397 (68,695  (39,02Y

State (2,509 (5,31 (83)

Foreign 16€ (20€) —
Total deferrec (26,737 (74,217) (39,109
Other nor-current(1)

Federa 7,96¢ 36,40¢ 28,28¢

State 1,61¢ 1,744 2,12¢
Total other 9,581 38,15 30,41%

Total income tax benet $ (695) $ (34,399 $ (7,87¢)

(1) Relates primarily to sha-based compensatio
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Presented below is a reconciliation of income taxes computed at the statutory federal tax rate to income tax benefit as reported (in
thousands):

Years Ended December 31

2009 2008 2007
Federal tax provision computed at 3! $ 7,73t $ (29,30) $ 1,567
State tax provision, net of federal tax provis 74¢ (2,029 11C
Change in valuation allowance allocated to tax exp (839) — 79t
General business cred (10,899 (7,10) (12,849
Incentive stock option expen (1,359 1,28¢ 1,23¢
Section 199 deductic (2,207) — —
Nondeductible compensation expe 4,821 — —
Change in tax rat — — 903
Nondeductible expens: 1,291 2,74¢ 364

Total income tax (benefit) expen $ (69%) $ (34,399 $ (7,876

Components of the net deferred tax asset are as follows (in thousands):

December 31

2009 2008
Deferred tax asset
Net operating loss carryforwar $ — $ —
General business cred 80,88: 79,92:
Impairment losses on investme 2,89¢ 2,81
Realized losses on marketable investm 2,752 2,851
License fees capitalized for tax purpo 60,20( 66,06(
Nonqualified stock optiol 36,06¢ 26,09¢
State net operating loss 84t 5,771
STAP award: 18,69¢ 3,15z
Other 17,847 12,87«
Total deferred tax asse 220,18: 199,55
Deferred tax liabilities
Plant and equipment principally due to differences in depreci (5,839 (4,067)
Net deferred tax asset before valuation allowz 214,34 195,49:
Valuation allowanct (6,18¢€) (11,827
Net deferred tax asse $ 208,16. $ 183,66!
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Deferred tax assets are reduced by a valuation allowance when, in the opinion of our management, it is more likely than not that so
portion or all of the deferred tax assets will not be realized. In evaluating our ability to realize deferred tax assets, we consider all availab
positive and negative evidence. Accordingly, we consider past operating results, forecasts of earnings and taxable income, the reversal
temporary differences and any prudent and feasible tax planning strategies. Future increases in the valuation allowance would result in
corresponding charge to earnings in the period such a determination is made. Conversely, future reductions to the valuation allowance v
result in either the recognition of a tax benefit or an increase to additional paid-in-capital in the period we conclude a reduction is warrant
September 2009 we completed a corporate restructuring related to certain of our wholly-owned subsidiaries. Consequently, we reduced
valuation allowance maintained against certain state net operating losses in the amount of $5.6 million.

At December 31, 2009, we had no net operating losses available for federal income tax purposes, and approximately $845,000 in s
operating loss carryforwards. In addition, as of December 31, 2009, we had business tax credit carryforwards of approximately $80.9 mil
These carryforwards expire on various dates through 2029. Certain business tax credit carryforwards that were generated at various
December 2008 may be subject to limitations on their use pursuant to Internal Revenue Code Section 382 (Section 382) as a result of o
changes as defined by Section 382. However, we do not expect that these business tax credits will expire unused. We are currently
stock trading history for the year ended December 31, 2009 to ascertain whether any further ownership changes have occurred pursuan
Section 382.

We have been and may continue to be subject to federal alternative minimum tax and state income taxes, even though we have ex
operating loss and business credit carryforwards.
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A reconciliation of the beginning and ending balances of the total amounts of unrecognized tax benefit for the years indicated is as
(in thousands):

Unrecognized tax benefit at January 1, 2 $ 5,882
Gross increas—tax positions in current peric 854
Gross decreas—tax positions in prior perio —
Gross increas—tax positions in the current peri —
Gross decreas—tax positions in current peric —

Settlement: —
Lapse of statute of limitatior —
Unrecognized tax benefit at December 31, 2 $ 6,73¢
Unrecognized tax benefit at January 1, 2 $ 2,98¢
Gross increas—tax positions in prior perio 2,89:

Gross decreas—tax positions in prior perio —
Gross increas—tax positions in the current peri —
Gross increas—tax positions in the current peri —

Settlement: —
Lapse of statute of limitatior —
Unrecognized tax benefit at December 31, 2 $ 5,882
Unrecognized tax benefit at January 1, 2 $ —
Gross increas—tax positions in prior perio 2,98¢

Gross decreas—tax positions in prior perio —
Gross increas—tax positions in the current peri —
Gross increas—tax positions in the current peri —
Settlement: —
Lapse of statute of limitatior —

Unrecognized tax benefit at December 31, 2 $ 2,98¢

Included in unrecognized tax benefits at December 31, 2009 and 2008 and 2007, is $538,000, $1.8 million and $1.8 million, res
tax benefits that, if recognized, would impact the effective tax rate. For the years ended December 31, 2009, 2008 and 2007, we did not
for or recognize any interest and penalties related to uncertain tax positions.

We are unaware of any positions for which it is reasonably possible that the total amounts of unrecognized tax benefits will significe
increase or decrease within the next 12 months.

We are subject to federal and state taxation in the United States and various foreign jurisdictions. Our tax years from 2006 to 2008
subject to examination by federal and state tax authorities. We believe that appropriate provisions for all outstanding items have been m
all jurisdictions and open years.
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Supplemental Executive Retirement Plan

In May 2006, the Compensation Committee approved the United Therapeutics Corporation Supplemental Executive Retirement Ple
(SERP). The SERP is administered by the Compensation Committee of our Board of Directors and is open to members of a "select grou
management or highly compensated employees" within the meaning of ERISA section 201(2). Participants who retire at age 60 are eligi
receive monthly payments based on an average of their total gross base salary over the last 36 months of active employment, subject to
adjustments, as defined under the SERP. Related benefit payments will commence on the first day of the sixth month after retirement ar
continue through the remainder of the participant's life. Alternatively, participants can elect to receive a lump sum distribution equal to the
present value of the estimated monthly payments that would have been received upon retirement. Participants who terminate employme
us for any reason prior to age 60 will not be entitled to any benefits under the SERP.

In connection with the SERP, we established a rabbi trust in December 2007, the assets of which will be contributed by us to pay b
under the SERP. Participants of the SERP will have no preferred claim on, nor any beneficial ownership interest in, any assets of the rat
The balance in the rabbi trust was approximately $5.1 million as of December 31, 2009 and 2008. Investments held in the rabbi trust hay
included in restricted marketable investments and cash on our consolidated balance sheets.

We recognize on our consolidated balance sheet a liability equal to the unfunded status of the SERP (equal to the projected benefi
obligation as we do not fund the SERP) and measure our projected benefit obligation as of the end of our fiscal year. Expenses related t
SERP are reported in selling, general and administrative and research and development expenses in the accompanying consolidate
operations.

The following table reconciles the beginning and ending balances of the projected benefit obligation (in thousands):

Year ended
December 31,
2009 2008
Projected benefit obligation at beginning
year $ 9,17¢ $ 4,89¢
Service cos 2,64~ 2,66¢
Interest cos 55¢ 38¢€
Amendments — 1,02¢
Actuarial loss (gain 2,12¢ 20C

Projected benefit obligation at end ofy:  $ 14,50: $ 9,17:
Fair value of plan assets at end of y — —
Unfunded at end of year( $ 14,50: $ 9,17:

(1) Included within other nc-current liabilities on our consolidated balance sh
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The accumulated benefit obligation for the SERP, a measure that does not encompass future increases in participant salaries, was
approximately $9.5 million and $5.4 million at December 31, 2009 and 2008, respectively.

Over the course of the next five years we do not expect to make benefit payments under the SERP as no participant will reach retir
age during the succeeding five-year period.

The following weighted-average assumptions were used to measure the SERP obligation:

Years Ended December 31 2009 2008
Discount Rate 5.25% 6.35%
Salary Increase 5.00% 5.0(%

The components of net periodic pension cost recognized on our consolidated statement of operations were composed of the follow
thousands):

Years Ended December 31, 2009 2008 2007
Service cos $ 264 $ 2,66/ $ 2,44¢
Interest cos 55¢& 38¢€ 14¢
Prior period service cost
amortization 14¢€ 14k& 59
Total $ 3,34¢ $ 3,198 $ 2,657

Amounts relating to the SERP that have been recognized in other comprehensive (loss)/income are as follows (thousands):

Years Ended December 31, 2009 2008 2007
Net unrecognized actuarial lo
(gain) $ 212¢ $ 20C $ (296
Net unrecognized prior service ¢ (14€) 87¢ (60)
Total 1,98( 1,07¢ (35€)
Tax (733 (529 63
Total, net of ta $ 1,247 $ 55C $ (299

The table below presents amounts included in accumulated other comprehensive (loss)/income that have not yet been recognized
component of net periodic pension cost on our consolidated statements of operations (thousands):

December 31 2009 2008 2007
Net unrecognized actuarial lo
(gain) $ 228 $ 15¢ $ (42
Net unrecognized prior servi
cost 1,44¢ 1,591 71z
Total 3,72¢ 1,74¢ 67C
Tax (1,379 (647)  (11§)
Total, net of tav $ 2,35C $ 1,10z $ 552
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Of the amounts included in accumulated other comprehensive loss/income as of December 31, 2009, above, we expect to recogniz
$146,000 in net periodic pension cost relating to net prior service cost during the year ended December 31, 2010. In addition, because r
unrealized actuarial losses exceed 10% of the projected benefit obligation as of January 1, 2010, we expect to recognize $84,000 in amq
associated with these losses during the year ended December 31, 2010.

Employee Retirement Plan

We maintain a Section 401(k) Salary Reduction Plan (401(k) Plan) which we adopted in January 1999 and is open to all eligible full
employees. Under the 401(k) Plan, eligible employees can make pre-tax contributions up to statutory limits. We make discretionary matc
contributions to the 401(k) Plan currently equal to 40% of a participant's salary deferral. Matching contributions vest immediately for empg
who have been employed for three years, otherwise the matching contributions vest in one-third increments over three years until the thi
employment requirement has been met. Expenses related to the 401(k) Plan were $847,000 and $407,000 and $375,000 for the years €
December 31, 2009, 2008 and 2007, respectively.

15. License Agreements
Glaxo SmithKline PLC

In January 1997, GlaxoSmithKline PLC (Glaxo) assigned to us patents and patent applications for the use of the stable prostacyclir
analogue UT-15 (now known as treprostinil) for the treatment of PAH and congestive heart failure. Under the agreement, Glaxo is entitle
receive royalties from us on sales exceeding a specified threshold for a period of ten years following the date of the first commercial sale
product containing treprostinil, currently Remodulin and Tyvaso. The terms of the agreement provide Glaxo rights to negotiate a license
if we license any part of the marketing rights under the agreement to a third party. Additionally, if we grant any third-party license rights t
Remodulin or Tyvaso, Glaxo would be entitled to a percentage of all related fees that we would receive on such arrangements.

Pfizer Inc.

Pursuant to a December 1996 license agreement, Pfizer Inc. (Pfizer) exclusively licensed to us patents and a patent application for
composition and production of treprostinil. Under the license agreement, as amended in 2002, we pay royalties to Pfizer equal to 4% of :
net sales of Remodulin and Tyvaso in excess of $25.0 million. Related royalties are reduced by up to 50% in the event that we pay royal
third party in order to market or develop treprostinil. Pfizer is entitled to these royalties for a period of ten years from the date of the first
commercial sale of any product containing treprostinil.

Eli Lilly and Company

In November 2008, we entered into three agreements with Eli Lilly and Company (Lilly): a license agreement, a manufacturing and
agreement and a stock purchase agreement. These agreements became effective in December 2008 and are described below.
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License Agreement. Lilly granted us an exclusive right to develop, market, promote and commercialize Adcirca for the treatment of
pulmonary hypertension in the United States and Puerto Rico. In connection with these license rights, we made a one-time, upfront payr
Lilly of $25.0 million. Additionally, we agreed to pay Lilly royalties of 5% of our net sales of Adcirca as a pass through of Lilly's third-party
royalty obligations for as long as Lilly is required to make such royalty payments. The term of the license agreement will continue genera
until the later of (1) the expiration or lapse of the last to expire claim within a Lilly patent covering commercialization of Adcirca, or
(2) expiration of any government conferred exclusivity rights to Adcirca. In addition, at Lilly's discretion the license agreement may be
terminated in the event that we undergo a change in control. If this were to occur, Lilly would refund our $25.0 million payment.

Manufacturing and Supply AgreementTerms of the manufacturing and supply agreement provide that Lilly will manufacture Adcirca
and distribute it via its wholesaler network in the same manner that it distributes its own pharmaceutical products. We agreed to purchas
Adcirca from Lilly at a fixed cost, which is subject to adjustment by Lilly from time to time. Under the terms of the manufacturing and sup
agreement we made a one-time, upfront, non-refundable, non-creditable payment to Lilly of $125.0 million. The manufacturing and supp
agreement will continue in effect until expiration or termination of the license agreement.

Stock Purchase AgreementOn December 18, 2008, we issued 6,301,674 shares of our common stock from treasury to Lilly in exch
for $150.0 million. The price per share was equal to 90% of the average closing price of our common stock quoted on the NASDAQ Glol
Select Market during the five trading day period commencing on (and including) November 17, 2008. Upon the completion of the sale of
common stock to Lilly, the license and manufacturing and distribution agreements discussed above became effective.

We expensed to research and development all one-time fees paid to Lilly totaling $150.0 million during the fourth quarter of 2008, a
Adcirca had not received regulatory approval; therefore, it had not yet demonstrated commercial feasibility at that time.

Toray Industries, Inc.

In June 2000, we entered into an agreement with Toray for the exclusive right to develop and market beraprost, a chemically stable
prostacyclin analogue, in a sustained release formulation (beraprost-SR) in the United States and Canada for the treatment of all cardio
indications. In March 2007, the June 2000 agreement was amended to expand our rights to commercialize a modified release formulatic
beraprost (beraprost-MR). In accordance with the terms of the amended agreement, we issued 400,000 shares of our common stock to
March 2007. The terms of the amended agreement give Toray the right to request that we repurchase the shares we issued to them at tl
$27.21 per share. The fair value of the stock issued, which amounted to approximately $11.0 million, was expensed as research anc
during the year ended December 31, 2007, as beraprost-MR had not yet received regulatory approval for marketing and the value of the
issued has been included within mezzanine equity as common stock subject to repurchase. If Toray requests that we repurchase these :
will reclassify the repurchase price of the shares as a liability until settlement occurs. The amended agreement also requires that we mal
milestone payments to Toray during the development period and upon receipt of United States or European
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Union regulatory approval. Milestone payments made prior to the receipt of regulatory approval will be expensed as incurred.
Supernus Pharmaceuticals, Inc.

In June 2006, we entered into an exclusive license agreement with Supernus Pharmaceuticals, Inc. (Supernus) for use of certain
technologies developed by Supernus in our sustained release oral treprostinil product. The agreement requires us to make milestone pa
Supernus in connection with the development of oral treprostinil and its commercial launch. Additionally, we will pay a royalty to Supernt
based on net worldwide sales of the initial product. Royalties will be paid for approximately twelve years commencing with the first pi
subject to adjustments. Additional milestone and royalty payments may be due for the development and commercialization of other prod
developed using the technology granted under this license.

Other

We are party to various other license agreements relating to our key therapeutic platforms and to other therapeutic platforms. Thes
agreements require us to make royalty payments based on a percentage of sales of related products ranging from 1.0% to 12.0% and v
other payments upon the achievement of certain milestones.

16. Related Party Transaction

In September 2002, we entered into a technical services agreement for certain telemedicine technology development services for
Medicomp, Inc. with Kurzweil Technologies, Inc. (KTI), a company controlled by Raymond Kurzweil, a non-independent member of our E
of Directors. Pursuant to this agreement, we paid KTl a monthly consulting fee. In addition, we agreed to pay KTI a five percent royalty c
certain sales of products reasonably attributed to and dependent upon the technology developed by KTI under the technical services ag
and which are covered by claims of an issued and unexpired United States patent(s). We terminated the services performed under this ¢
in December 2006, but the royalty obligation survived termination. In late 2009, KTl was awarded a patent based on some of its worl
under the technical services agreement. We are currently evaluating our royalty obligation to KTl under the agreement.

In May 2007, we entered into a new technical services agreement with KTI. Pursuant to this agreement, we agreed to pay KTI cons
fees of up to $12,000 monthly. We also agreed to reimburse KTl on a monthly basis for all necessary, reasonable and direct out of pock
expenses incurred in connection with his services. Under the agreement, we could pay KTI up to a 5percent royalty on sales of certain p
reasonably attributed to and dependent upon certain technology developed by KTI. We incurred approximately $172,000 and $145,000 |
expenses during the years ended December 31, 2009 and 2008, respectively under this agreement. As of December 31, 2009 and 200€
amounts were owed to KTI.

17. Distribution Agreements

We entered into our distribution agreements for Tyvaso with our U.S.-based specialty pharmaceutical distributors in August 2009. T
Tyvaso distribution agreements have one-year terms and renew automatically for additional one-year periods, unless terminated earlier.
Tyvaso

F-48

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 118 of 211



Table of Contents

UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)

17. Distribution Agreements (Continued)

distribution agreements are similar to the distribution agreements we have for Remodulin. Both distribution agreements contain similar
contractual responsibilities for both the distributor and us, ordering specifications, inventory requirements and similar rights for exchange
product. The Tyvaso distribution agreement contains certain service requirements for our distributors for which we compensate them on
for-service basis. If any of our distribution agreements expire or terminate, we may, under certain circumstances, be required to repurch:
unsold Tyvaso inventory held by our distributors. None of our current distribution agreements grants our distributors the distribution right
oral treprostinil.

In March 2007, we entered into an exclusive agreement with Mochida Pharmaceutical Co., Ltd. (Mochida) to distribute subcutaneot
intravenous Remodulin in Japan. Mochida is responsible, with our assistance, for obtaining Japanese marketing authorization for Remaoc
including conducting necessary studies. We will supply the drug used in these studies at no charge to Mochida. Commercial activities in
are not expected to begin until late 2011. Upon receipt of marketing authorization and pricing approval, Mochida will purchase Remoduli
us at an agreed-upon transfer price. To date, we have received $8.0 million in related payments from Mochida pursuant to the distributio
agreement. Future payments required to be made to us under the agreement include the following: $2.0 million upon filing a New Drug
Application (NDA) in Japan and $2.0 million upon the receipt of marketing approval in Japan. We recognize revenue on fees received or
arrangement through the filing of the NDA ratably from the period related fees are payable through the expected date of regulatory appre

18. Acquisition of Assets

On September 2, 2009, we acquired all of the assets, properties and rights used in the Tyvaso Inhalation System from NEBU-TEC
International Med Products Eike Kern GmbH (NEBU-TEC) pursuant to the terms of our December 2008 Agreement of Sale and Transfe
acquired the Tyvaso Inhalation System business to obtain control over production of the device and related accessories. The assets anc
acquired include the necessary inputs, processes and outputs to be considered to be a business as defined under FASB ABGsirass 80
Combinations Accordingly, we accounted for the transaction as a business combination. The acquisition date fair value of the considerat
transferred included $6.8 million in cash and $4.8 million in contingent consideration. Contingent consideration of up to €10.0 million is tc
paid in specified increments if the number of patients using the Tyvaso Inhalation System meets or exceeds certain thresholds measure
designed intervals. We also have the option to purchase NEBU-TEC's next generation nebulizer, the SIM-Neb. The fair value of the con
consideration was measured using a probability weighted discounted cash flow model which considered our estimate of patients on ther
possible impact of using the SIM-Neb and the impact of future new therapies. As such, the fair value of the contingent consideration has
estimated using significant unobservable inputs, which are classified as Level 3 inputs in the fair value hierarchy. The acquisition was nc
significant to our consolidated financial statements.
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The acquisition-date fair value of the assets acquired is presented below (in thousands):

September 2,
2009

Tangible asset $ 55¢
Technology 4,35(
Customer relationshif 4,53(
Other intangible: 89C
Goodwill 1,25¢
Total assets acquire $ 11,58

Goodwill associated with the acquisition is tax deductible and has been assigned to the pharmaceutical reporting segment. Intangit

are subject to amortization and will be amortized over a weighted average period of 6.8 years.

At December 31, 2009, based on our initial experience with the commercial launch of Tyvaso, we revised our estimate of the numb
patients using Tyvaso. As a result of this revision, we increased the amount of the contingent consideration dLiEQNEB$!E.8 million. O
methodology in calculating the contingent consideration did not change from that used for the initial valuation. The increase in the contin
consideration was recorded as a charge to selling, general and administrative expense in our consolidated results of operations and to o
current liabilities on our consolidated balance sheet. We review the contingent consideration model at least once every quarter.

19. Segment Information

We have two reportable business segments: pharmaceutical and telemedicine. The pharmaceutical segment includes all activities
with the research, development, manufacturing and commercialization of our therapeutic products. The telemedicine segment includes ¢
activities associated with the development and manufacturing of patient cardiac monitoring products and services. The telemedicine seg
managed separately because diagnostic services require different technology and marketing strategies than therapeutic products.
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UNITED THERAPEUTICS CORPORATION

Notes to Consolidated Financial Statements (Continued)

19. Segment Information (Continued)

Segment information as of and for the year ended December 31, 2009, is presented below (in thousands):

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external custom $ 358,88( $ 10,96¢ $ 369,34
Net income 19,39¢ 64 19,46:
Interest incomt 5,14¢ — 5,14¢
Interest expens (12,87% — (12,879
Income tax benefi 69t — 69t
Depreciation and amortizatic (10,685 (709) (11,399
Equity loss in affiliate (247 — (247
Investments in equity method investt (880) — (880)
Expenditures for lor-lived asset: (92,790 (2,610 (95,400
Goodwill 2,58k 6,17¢ 8,762
Total asset 1,031,08 20,457 1,051,54.

Segment information as of and for the year ended December 31, 2008, is presented below (in thousands):

Consolidated

Pharmaceutical(1) Telemedicine Totals(1)
Revenues from external custom $ 272,01: $ 9,48t $ 281,49
Net (loss) incomi (49,997 67C (49,32)
Interest incomt 11,02t — 11,02t
Interest expens (11,439 — (11,439
Income tax benefi 34,39¢ — 34,39¢
Depreciation and amortizatic (4,02¢6) (510 (4,53¢€)
Equity loss in affiliate (22€) — (22€)
Investments in equity method invest: 1,021 — 1,021
Expenditures for lor-lived asset: (122,997 (1,427 (124,41
Goodwill 1,287 6,17¢ 7,46¢
Total asset 856,95( 17,58« 874,53
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UNITED THERAPEUTICS CORPORATION

Notes to Consolidated Financial Statements (Continued)

19. Segment Information (Continued)

Segment information as of and for the year ended December 31, 2007, is presented below (in thousands):

Consolidated

Pharmaceutical(1) Telemedicine Totals(1)
Revenues from external custom $ 203,21¢ $ 7,728 $ 210,94
Net income 12,31( 43 12,35:
Interest incom 13,59¢ 7 13,60:
Interest expens (14,27 (20 (14,28
Income tax benefi 7,87¢ — 7,87¢
Depreciation and amortizatic (3,037) (390 (3,427)
Equity loss in affiliate (321) — (327)
Investments in equity method investt 1,245 — 1,245
Expenditures for lor-lived asset: (37,60)) (1,057%) (38,659
Goodwiill 1,28i 6,17¢ 7,46¢
Total asset 553,26! 31,98: 585,24°

€y
Adoption of FASB ASC 470-20 (Formerly FSP APB 14-1).

Adjusted for the retrospective adoption of guidance set forth under FASB ASC 470-20, formerly FSP APB 14-1. Seedite9

The preceding segment disclosures agree to consolidated totals when combined. There were no inter-segment transactions during

years presente:

Geographic revenues are determined based on the country in which our customers (distributors) are located. Net revenues to exter

customers by geographic area are as follows (thousands):

Year Ended December 31, 2009 2008 2007

United State! $ 328,93¢ $ 249,20¢ $ 183,52

Res-of-World(1) 40,90¢ 32,28¢ 27,42(
Total $ 369,84¢ $ 281,497 $ 210,94

@)

Sales primarily to countries located in Europe

For the years ended December 31, 2009, 2008 and 2007, sales to one customer within our pharmaceutical segment comprised 71

and 60%, respectively, of total consolidated net revenues.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)
19. Segment Information (Continued)

Long-lived assets (principally property, plant and equipment) located by geographic area are as follows (thousands):

Year Ended December 31, 2009 2008 2007

United State! $ 281,33( $ 209,57¢ $ 68,87¢

Res-of-World(1) 22,52¢ 13,13¢ 47¢
Total $ 303,85¢ $ 222,71° $ 69,35¢

1) Long{ived assets as of December 31, 2009 and 2008, consisted of facilities acquired during 2008 and are prima
in the United Kingdom

20. Quarterly Financial Information (Unaudited)

The following presents summarized quarterly financial information for each of the years ended December 31, 2009 and 2008 (in thc
except per share amounts):

Quarter Ended
December 31 September 30 June 30, March 31,

2009 2009 2009 2009
Net sales $ 108,920 $ 97,21t $ 83,98( $ 79,73(
Gross profil 95,14¢ 84,17¢ 73,57 70,40:
Net (loss) incom (3,330 11,93% (2,344 13,19%
(Loss) income per she—basic $ (0.06) $ 02z $ (0.0 $ 0.2t
(Loss) income per she—diluted $ (0.0¢) $ 021 $ (0.09 $ 0.24

Quarter Ended(2)
December 31 September 30 June 30, March 31,

2008 2008 2008 2008
Net sales $ 75,86z $ 75,03. $ 68,55¢ $ 62,047
Gross profil 67,41« 66,73: 60,55¢ 54,49¢
Net (loss) income(1 (82,070 10,79( 12,06 9,712
(Loss) income per she—basic $ .79 $ 024 $ 027 $ 0.2z
(Loss) income per she—diluted $ @73 $ 02z $ 028 $ 0.2

Q) During the three months ended December 31, 2008, research and development expense included a charge of
$150.0 million relating to a one-time upfront fee paid to Lilly in connection with the acquisition of certain license right
Adcirca.

(2)  Adjusted for the retrospective adoption of guidance set forth under FASB ASC 470-20, formerly FSP APB 14-1. See
Note 9—Debt—Adoption of FASB ASC 4-20 (Formerly FSP APB -1).

21. Legal proceedings

As previously disclosed in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, on May 7, 2009, purporte
shareholder Jeffrey Benison IRA filed a derivative complaint in the Court of Chancery for the State of Delaware against those of our dire
who were
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Continued)

21. Legal proceedings (Continued)

members of our Board of Directors as of December 31, 2008, and us as a nominal defendant. An amended complaint, which the pla
August 27, 2009 (purportedly on our behalf), alleged, among other things, that the named director defendants breached their fiduciary di
loyalty in connection with the 2008 modification of awards granted under the United Therapeutics Corporation Share Tracking Awards P
(STAP) and the exchange of certain stock options granted under our Amended and Restated Equity Incentive Plan. The amended comp
alleged that our Chief Executive Officer should not have been able to exchange certain of the stock options she exchanged pursuant to 1
2008 exchange. On October 2, 2009, a second plaintiff, the Retirement Board of Allegheny County, filed a derivative complaint asse
challenges as thBenisoncomplaint described above, also in the Court of Chancery for the State of Delaware. On November 9, 2009, the
of Chancery entered an order consolidating these two derivative actions. The order authorizes the plaintiffs to file a consolidated amend:
complaint and provides that the defendants are not required to respond further to the previously filed complaints. As of February 22, 201
consolidated amended complaint has not yet been filed.

We disclosed the amendment of awards granted under the STAP and exchange of options (including by our Chief Executive Office
filings with the Securities and Exchange Commission, including our Current Reports on Form 8-K filed on June 6, 2008, November 26, 2
and December 31, 2008, our tender offer statement on Schedule TO, filed on November 26, 2008, and amendments thereto filed on De«
and 31, 2008, our Annual Report on FormKL(iHed on February 26, 2009, our Definitive Proxy Statement on Schedule 14A, filed on Aj
2009, and our Quarterly Reports on Form 10-Q, filed on May 1, 2009, and July 31, 2009. The plaintiffs are seeking unspecified monetar
damages, purportedly for United Therapeutics Corporation, as well as attorneys' fees and costs and injunctive relief. We believe the plai
allegations are without merit and have defended and intend to continue to defend against these claims vigorously. Furthermore, we have
advised that the individual director and officer defendants also intend to defend against these claims vigorously.

On July 28, 2009, the Retirement Board of Allegheny County also filed a complaint against us in the Court of Chancery for the State
Delaware seeking an order allowing the plaintiff to inspect our records relating principally to the same issues addressed in its derivative |
summarized above, as well as attorneys' fees and costs. We have reached an agreement-in-principle with the plaintiff to resolve this ma
each party to bear its own fees and costs, and pursuant to which we produced certain corporate books and records in November 2009.

From time to time, we may be involved in other lawsuits and proceedings incidental to the conduct of our business. We are not a pe
any other lawsuit or proceeding that, in the opinion of our management, is likely to have a material adverse effect on our financial positio
results of operations.
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United Therapeutics Corporation

Schedule Il—Valuation and Qualifying Accounts

Years Ended December 31, 2009, 2008, and 2007

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

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

(In thousands)

Valuation Allowance on Deferred Tax Asset:

Balance at Additions
Beginning Charged to Balance at
Expense Deductions End of Year

of Year
$ 1182. $ 10 $ (5,730 $  6,18¢
$ 754t $ 6,41 $ (2,140 $ 11,82:
$ 6,75¢ $ 794 $ — $ 7,54¢

Reserve for Inventory Obsolescence

Balance at Additions
Beginning Charged to Balance at
of Year Expense Deductions End of Year

$ 411 $ 1222 $ (362 $ 1,271
$ 508 $ 182 $  (280) $ 411
$  44C $ 57C $  (502) $ 50€

Allowance for Doubtful Accounts Receivable

Balance at Additions
Beginning Charged to Balance at
of Year Expense Deductions End of Year
$ — $ — $ — 3 —
$ — $ — $ — $ —
$ 1% — $ @ $ —
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of ol
disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as of Decemb
2009. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and proce
were effective as of December 31, 2009.

Management's Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Rt
15(f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended). Our internal control over financial reporting was designed
provide reasonable assurance to our management and Board of Directors regarding the reliability of financial reporting and the preparati
financial statements for external purposes in accordance with generally accepted accounting principles. All internal controls over financie
reporting, no matter how well designed, have inherent limitations. As a result of these inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Therefore, even those internal controls determined to be effective can provide only
reasonable assurance with respect to reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2009, based on the
set forth by the Committee of Sponsoring Organizations of the Treadway Commission (CQ8&hal Control—Integrated Framework
Management's assessment included an evaluation of the design of our internal control over financial reporting and testing of the operatic
effectiveness of our internal control over financial reporting. Based on this assessment, our management concluded that, as of Decembe
2009, our internal control over financial reporting was effective.

Ernst & Young LLP, an independent registered public accounting firm, has issued an attestation report on our internal control o
reporting. The report of Ernst & Young LLP is contained in Item 8 of this Annual Report on Form 10-K.

Attestation of Independent Registered Public Accounting Firm

The attestation report of our independent registered public accounting firm regarding internal control over financial reporting is set f
Item 8 of this Annual Report on Form 10-K under the caption "Report of Independent Registered Public Accounting Firm" and incorporat
herein by reference.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended December 31, 2009 that have mate
affected, or are reasonably likely to materially affect, our internal controls over financial reporting.

ITEM9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information required by Item 10 regarding nominees and directors appearing under Propodaleiiioi .of Directorsn our definitive
proxy statement for our 2010 annual meeting of shareholders scheduled for June 28, 2010 (the 2010 Proxy Statement) is hereby incorpc
herein by this reference. Information regarding our executive officers appears in Part |, Item | of this Annual Report on Form 10-K under
headingExecutive Officers of the Registrarihformation regarding the Audit Committee and the Audit Committee's financial expert appeari
under the headinGommittees of our Board of Directors —Audit Commiitbe@ur 2010 Proxy Statement is hereby incorporated herein by this
reference.

Information appearing under the headdegtion 16(a) Beneficial Ownership Reporting Complianaair 2010 Proxy Statement is hereby
incorporated herein by this reference.

We have a written Code of Conduct and Ethics that applies to our principal executive officer, principal financial officer and our princ
accounting officer and every other director, officer and employee of United Therapeutics. The Code of Conduct and Ethics is available ol
Internet website dittp://www.unither.com A copy of the Code of Conduct and Ethics will be provided free of charge by making a written
request and mailing it to our corporate headquarters offices to the attention of Senior Vice President, Investor Relations. If any amendme
a waiver from, a provision of the Code of Conduct and Ethics that applies to the principal executive officer, principal financial officer and
principal accounting officer is made, such information will be posted on our Internet welsitevatnither.com

ITEM 11. EXECUTIVE COMPENSATION

Information concerning executive compensation required by Item 11 appears under the Beaplargte Governance, Board of
Directors, Committee—Non- Employee Director Compensatip@ompensation Discussion and Analysis, Summary Compensation Table an
Grants of Plan-Based Awards Table, and Narratives to Summary Compensation Table and Grants of Plan-Based AwiardsiT2B1€
Proxy Statement and is hereby incorporated herein by this reference.

Information concerning the Compensation Committee required by Item 11 appears under the€Cbegmemgation Committee Repiort
our 2010 Proxy Statement and is hereby incorporated herein by this reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information regarding beneficial ownership of our common stock required by Item 12 appeaBsnefittal Ownership of Common
Stockin our 2010 Proxy Statement and is hereby incorporated herein by this reference.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table presents information as of December 31, 2009, regarding our securities authorized for issuance under equity
compensation plans:

Number of securities remaining
available for future issuance

Number of securities to be under equity compensation
issued upon exercise of Weighted average exercise plans (excluding securities
outstanding options price of outstanding options reflected in column (a)
Plan category (@ (b) (c)
Equity
compensation
plan approved
by security
holders 8,536,70: $ 30.8:2 11,554,69
Equity
compensation
plans not
approved by
security holder. 373,61( 10.0¢ N/A
Total 8,910,31: $ 29.9¢ 11,554,69

We have one equity incentive plan approved by security holders in 1997. In addition, prior to 2005, we granted options to employee
consultants outside of the plan approved by security holders (non-plan options). Information regarding the security holder approved plan
non-plan options is contained in Note 11 to the consolidated financial statements included in this Annual Report on Form 10-K. We do n
any warrants or rights that are outstanding or available for issuance as described in RegKldtgon 331 (d). Securities issued pursuant to
non-plan awards were made under a standard agreement generally consistent with the form contained in Exhibits 10.10.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information concerning related party transactions and director independence required by Item 13 appears under Gurperateng
Governance, Board of Directors, Committees—Certain Relationships and Related Party Transactions, Corporate Governance, Board of
Directors, Committee—Related Party Transaction Policy, Corporate Governance, Board of Directors, Committees—Director Independent
and Committees of our Board of Directansour 2010 Proxy Statement and is hereby incorporated herein by this reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

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 the Reguairigpf the Audit Committee and Information on
Independent Auditorin our 2010 Proxy Statement and is hereby incorporated herein by this reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

In reviewing the agreements included or incorporated by reference as exhibits to this Annual Report on Form 10-K, it is important tc
that they are included to provide investors with information regarding their terms, and are not intended to provide any other factual or dis
information about United Therapeutics or the other parties to the agreements. The agreements contain representations and warranties n
each of the parties to the applicable agreement. These representations and warranties have been made solely for the benefit of the othe
the applicable agreement, and: should not be treated as categorical statements of fact, but rather as a way of allocating risk between the
have in some cases been qualified by disclosures that were made to the other party in connection with the negotiation of the applicable
agreement, which disclosures are not necessarily reflected in the agreement; may apply standards of materiality in a way that is differen
what may be material to investors; and were made only as of the date of the applicable agreement or such other date or dates as may b
in the agreement and are subject to more recent developments.

Accordingly, these representations and warranties may not describe the actual state of affairs as of the date they were made or at ¢
time. Additional information about United Therapeutics may be found elsewhere in this Annual Report on Form 10-K and our other public
filings, which are available without charge through the SEC's webgitgpaiwww.sec.gov

(@) Our financial statements filed as part of this report on For-K are set forth in the Index to Consolidated Financial Stater
under Part 11, Item 8 of this Form -K.

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

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

Certain exhibits to this report have been included only with the copies of this report filed with the Securities and Exchange
Commission. Copies of individual exhibits will be furnished to shareholders upon written request to United Therapeutics and payment
of a reasonable fee (covering the expense of furnishing copies). Shareholders may request exhibit copies by contacting: United
Therapeutics Corporation, Attn: Investor Relations, 1040 Spring Street, Silver Spring, Maryland 20910.

Exhibit No. Description
3.1 Amended and Restated Certificate of Incorporation of the Registrant, incorporated by reference to Exhibit 3.1 of the Registr:
Registration Statement on Forr-1 (Registration No. 3:-76409).
3.2 Second Amended and Restated By-laws of the Registrant, incorporated by reference to Exhibit 3.2 of the Registrant's Quar
Report on Form 1-Q for the fiscal quarter ended March 31, 2C
3.3 Form of Certificate of Designations, Preferences and Rights of Series A Junior Participating Preferred Stock, incor,

reference to Exhibit A to Exhibit 4 to the Registrant's Current Report on F-K, filed December 18, 200!

4.1 Reference is made to Exhibits 3.1 and

4.2 First Amended and Restated Rights Agreement, incorporated by reference to Exhibit 4.1 of the Registrant's Curren
Form &K filed on July 3, 2008
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Exhibit No. Description
4.3 Indenture, dated October 30, 2006, between the Registrant and The Bank of New York, as trustee (including form of 0.50%
Convertible Senior Note due October 15, 2011), incorporated by reference to Exhibit 4.1 of Registrant's Current Report on F
K filed October 30, 200¢
4.4 Resale Registration Rights Agreement, dated October 30, 2006, between the Registrant and Deutsche Bank Securities Inc.

initial purchaser, incorporated by reference to Exhibit 4.2 of the Registrant's Current Report o-K filed October 30, 200¢

10.1** United Therapeutics Corporation Amended and Restated Equity Incentive Plan, as amended effective as of September 24, -
incorporated by reference to Exhibit 10.1 of the Registrant's Fo-Q for the quarter ended September 30, 2

10.2** Amended and Restated Executive Employment Agreement dated as of January 1, 2009, between the Registrant an
Rothblatt, incorporated by reference to Exhibit 10.2 of the Registrant's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2009

10.3** Employment Agreement dated June 16, 2001 between the Registrant and Paul A. Mahon, incorporated by reference to
of the Registrant's Quarterly Report on Forr-Q for the quarter ended March 31, 20

10.4* Exclusive License Agreement dated as of December 3, 1996, between the Registrant and an affiliate of Pharmacii
Company, incorporated by reference to Exhibit 10.8 of the Registrant's Registration Statement on Form S-1 (Registration Nc
76409).

10.5* Assignment Agreement dated as of January 31, 1997, between the Registrant and affiliates of Glaxo Wellcome Inc., ir
by reference to Exhibit 10.9 of the Registrant's Registration Statement on -1 (Registration No. 3:-76409).

10.6** Employment Agreement dated November 29, 2000 between the Registrant and Roger Jeffs, incorporated by reference to
Exhibit 10.9 of the Registrant's Quarterly Report on For-Q for the quarter ended March 31, 20

10.7 Form of Indemnification Agreement between the Registrant and each of its Directors and Executive Officers, incorporated b
reference to Exhibit 10.1 of the Registrant's Quarterly Report on Fc¢-Q for the quarter ended March 31, 20

10.8 Amendment No. 1 to Exclusive License Agreement, effective as of December 3, 1996, made as of October 1, 2002 by a
Pharmacia & Upjohn Company and the Registrant, incorporated by reference to Exhibit 10.25 of the Registrant's Quarterly F
on Form 1-Q for the quarter ended September 30, 2

10.9 Technical Services Agreement dated August 27, 2002 between the Registrant and Kurzweil Technologies, Inc., incorporate
reference to Exhibit 10.26 of the Registrant's Quarterly Report on F¢-Q for the quarter ended September 30, 2

10.10** Standard No-plan Option Award Agreement used by the Registrant, incorporated by reference to Exhibit 10.39 of the Re
Form 1(-K for the fiscal year ended December 31, 2(

10.11** Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Roger Jeffs, incorporated by
reference to Exhibit 10.40 of the Registrant's For-K for the fiscal year ended December 31, 2(

10.12** Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Paul Mahon, incorporated by
reference to Exhibit 10.43 of the Registrant's For-K for the fiscal year ended December 31, 2(

10.13 Real Estate Purchase Agreement dated October 31, 2003 by and between Unither Pharmaceuticals, Inc. and Montgon

incorporated by reference to Exhibit 10.34 of the Registrant's Fc-K for the fiscal year ended December 31, 2(
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Exhibit No. Description

10.14 Lease Agreement dated as of June 28, 2004, by and among the Registrant and Wachovia Development Corporation, incory
by reference to Exhibit 99.1 of the Registrant's Fo-K filed on July 6, 2004

10.15 Assignment of Liquid Collateral Account dated June 28, 2004, by and among the Registrant and Wachovia Development
Corporation, incorporated by reference to Exhibit 99.2 of the Registrant's |-K filed on July 6, 2004

10.16 Ground Lease dated June 28, 2004, by and among United Therapeutics Corporation and Wachovia Development (
incorporated by reference to Exhibit 99.3 of the Registrant's F-K filed on July 6, 2004

10.17 Participation Agreement dated June 28, 2004, by and among the Registrant, Wachovia Development Corporation, Va
Banks and Financial Institutions and Wachovia Bank, NA, incorporated by reference to Exhibit 99.4 of the Registrant's Form
filed on July 6, 2004

10.18 Agency Agreement dated June 28, 2004, by and among the Registrant and Wachovia Development Corporation, inca
reference to Exhibit 99.5 of the Registrant's Fo-K filed on July 6, 2004

10.19** Amendment to Employment Agreement between Roger Jeffs, Ph.D. and the Registrant dated November 29, 2000, as previc
amended, incorporated by reference to Exhibit 10.2 of the Registrant's -K filed on December 29, 200

10.20** Amendment to Employment Agreement between Paul A. Mahon and the Registrant dated June 16, 2001, as previously ame
incorporated by reference to Exhibit 10.4 of the Registrant's F-K filed on December 29, 200

10.21** Form of terms and conditions for awards granted to Employees by the Registrant under the Amended and Restated Equ
Plan, incorporated by reference to Exhibit 10.1 of the Registrant's I-K filed on December 17, 200

10.22** Form of terms and conditions for awards granted to Non-Employees by the Registrant under the Amended and Restated Eq
Incentive Plan, incorporated by reference to Exhibit 10.2 of the Registrant's -K filed on December 17, 200

10.23 Turner Construction Contract, incorporated by reference to Exhibits 99.1 and 99.2 of the Registrant's Current Report on For
filed on March 17, 200t

10.24** United Therapeutics Corporation Supplemental Executive Retirement Plan, incorporated by reference to Exhibit :
Registrant's Current Report on For-K filed on May 4, 2006

10.25** Employment Agreement, dated August 2, 2006, between John Ferrari and the Registrant, incorporated by reference to
of the Registrant's Current Report on For-K filed on August 4, 200¢

10.26** Amendment, dated July 31, 2006, to amended Employment Agreement, dated November 29, 2000, between Roger Jeffs, P
the Registrant, incorporated by reference to Exhibit 10.2 of the Registrant's Current Report 0-K filed on August 4, 200¢

10.27** Amendment, dated July 31, 2006, to amended Employment Agreement, dated June 16, 2001, between Paul A. Mahon and
Registrant, incorporated by reference to Exhibit 10.3 of the Registrant's Current Report or-K filed on August 4, 200¢

10.28 First Amendment to Certain Operative Agreements, dated May 16, 2006, between Wachovia Development Corporati
Registrant, incorporated by reference to Exhibit 10.1 of the Registrant's Quarterly Report on Form 10-Q for the quarter ende
June 30, 200¢

10.29 Confirmation, dated October 24, 2006, between Deutsche Bank AG London and the Registrant, incorporated by rt

Exhibit 10.1 of the Registrant's Current Report on Fc-K filed on October 30, 200i
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Exhibit No. Description

10.30 Confirmation, dated October 24, 2006, between Deutsche Bank AG London and the Registrant, incorporated by reference t
Exhibit 10.2 of the Registrant's Current Report on Fc-K filed on October 30, 2001

10.31** Amendment, dated December 28, 2006, to Employment Agreement, dated August 2, 2006, between John Ferrari and th
incorporated by reference to Exhibit 10.1 of the Registrant's Current Report on-K filed on December 29, 200

10.32 United Therapeutics Corporation Supplemental Executive Retirement Plan Rabbi Trust Document entered into Decembe
by and between the Registrant and Wilmington Trust Company, as trustee, incorporated by reference to Exhibit 10.1 of the
Registrant's Current Report on For-K filed on December 28, 200

10.33 Standard form of agreement between the Registrant and DPR Construction, Inc., dated March 9, 2007, as amended by
No. 1, dated April 19, 2007, incorporated by reference to Exhibit 10.1 of the Registrant's Quarterly Report o1-Q for the
guarter ended March 31, 20(

10.34**  Distribution Agreement dated March 20, 2000, between the Registrant and Accredo Therapeutics, Inc., as an
incorporated by reference to Exhibit 10.45 of the Registrant's Annual Report Form 10-K for the fiscal year ended December
2007.

10.35***  Agreement between the Registrant and the Whiting-Turner Contracting Company, dated November 5, 2007, as amended by
Amendment No. 1, dated November 21, 2008, incorporated by reference to Exhibit 10.44 of the Registrant's Annual Report ¢
Form 1(-K for the fiscal year ended December 31, 2(

10.36** United Therapeutics Corporation Share Tracking Awards Plan, incorporated by reference to Exhibit 10.1 of the Registrant's
Quarterly Report on Form -Q for the quarter ended June 30, 2C

10.37** First Amendment to the United Therapeutics Corporation Share Tracking Awards Plan, incorporated by reference to Exr
the Registrant's Current Report on For-K filed on September 18, 200

10.38** Form of terms and conditions for awards granted to-Employees by the Registrant under the United Therapeutics Corpc
Share Tracking Awards Plan, incorporated by reference to Exhibit 10.2 of the Registrant's Quarterly Report on Form 10-Q fo
guarter ended June 30, 20!

10.39** Form of terms and conditions for awards granted to Employees by the Registrant prior to January 1, 2010, under
Therapeutics Corporation Share Tracking Awards Plan, incorporated by reference to Exhibit 10.3 of the Registrant's Quarter
Report on Form 1-Q for the quarter ended June 30, 2(

10.40** Form of Grant Letter used by the Registrant under the United Therapeutics Corporation Share Tracking Awards Plan, ir
by reference to Exhibit 10.4 of the Registrant's Quarterly Report on F-Q for the quarter ended June 30, 2(

10.41 Stock Purchase Agreement, dated as of November 14, 2008, between the Registrant and Eli Lilly and Company, incorporat
reference to Exhibit 10.1 of the Registrant's Current Report on F-K filed on December 24, 200

10.42**  License Agreement, dated as of November 14, 2008, by and between Eli Lilly and Company and the Registrant, incorporate!
reference to Exhibit 10.2 of the Registrant's Current Report on F-K filed on December 24, 200

10.43**  Manufacturing and Supply Agreement, dated as of November 14, 2008, by and between Eli Lilly and Company

Caribe, Inc. and the Registrant, incorporated by reference to Exhibit 10.3 of the Registrant's Current Report on Form 8-K file
December 24, 200i
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10.44** Form of Amendment to Employment Agreement between the Registrant and each of Roger Jeffs, Paul Mahon and John Fer
each dated as of January 1, 2009, incorporated by reference to Exhibit 10.3 of the Registrant's Quarterly Report on Form 10
the quarter ended March 31, 20

10.45 Amendment No. 2 to Construction Agreement between the Registrant and the Whiting-Turner Contracting Company, dated
May 29, 2009, incorporated by reference to Exhibit 10.1 of the Registrant's Quarterly Report on Form 10-Q for the quarter er
June 30, 200¢

10.46** Form of Amendment to Employment Agreement between the Registrant and each of Roger Jeffs, Paul Mahon and J
each dated as of February 22, 2(

10.47 Distribution Agreement dated August 17, 2009, between the Registrant and Accredo Health Gr

10.48** Form of terms and conditions for awards granted to Employees by the Registrant on or after January 1, 2010, undel
Therapeutics Corporation Share Tracking Awards F

12.1 Computation of Earnings to Fixed Charg

21 Subsidiaries of the Registral

23.1 Consent of Ernst & Young LLP, Independent Registered Public Accounting

31.1 Certification of Chief Executive Officer pursuant to Rule-14(a) of the Securities Exchange Act of 1¢

31.2 Certification of Chief Financial Officer pursuant to Rule -14(a) of the Securities Exchange Act of 1€

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sal-Oxley Act of 2002

32.2 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 pursuand®6 Rfitbe Securities Act of 19:

as amended.

*x Designates management contracts and compensation plans.
*rx Confidential treatment has been granted with respect to certain portions of this exhibit pursuant to Rule 24b-2 of the Securities Ac
1934.
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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 CORPORATIO!

By: /s/ MARTINE A. ROTHBLATT

Martine A. Rothblatt, Ph.D.
February 26, 201 Chairman of the Board and Chief Executive Offi

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
/sI MARTINE A. ROTHBLATT Chairman of the Board and Ch
Executive Officer February 26, 201
Martine A. Rothblat (Principal Executive Officer

Chief Financial Officer and
Treasurer

(Principal Financial Officer and
Principal Accounting Officer

/s/ JOHN M. FERRARI

February 26, 201
John M. Ferrari

/s ROGER A. JEFFS President, Chief Operating Officer

February 26, 201

Roger A. Jeff and Director
/s CHRISTOPHER CAUSEY
Director February 26, 201
Christopher Cause
/sl RAYMOND DWEK
Director February 26, 201
Raymond Dwel
/s/ RICHARD GILTNER
Director February 26, 201
Richard Giltnel
Is/ R. PAUL GRAY
Director February 26, 201
R. Paul Gray
/sl RAYMOND KURZWEIL
Director February 26, 201
Raymond Kurzwei
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Signatures

/sl CHRISTOPHER PATUSKY

Christopher Patusk

/s/ LOUIS W. SULLIVAN

Louis W. Sullivan

/sl TOMMY G. THOMPSON

Tommy Thompsol

Title

Director

Director

Director
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Date

February 26, 201

February 26, 201

February 26, 201
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EXHIBIT INDEX

Exhibit No. Description
3.1 Amended and Restated Certificate of Incorporation of the Registrant, incorporated by reference to Exhibit 3.1 of the k
Registration Statement on Forr-1 (Registration No. 3:-76409).
3.2 Second Amended and Restated By-laws of the Registrant, incorporated by reference to Exhibit 3.2 of the Registrant's Quar
Report on Form 1-Q for the fiscal quarter ended March 31, 2C
3.3 Form of Certificate of Designations, Preferences and Rights of Series A Junior Participating Preferred Stock, incorporated b
reference to Exhibit A to Exhibit 4 to the Registrant's Current Report on F-K, filed December 18, 200!
4.1 Reference is made to Exhibits 3.1 and
4.2 First Amended and Restated Rights Agreement, incorporated by reference to Exhibit 4.1 of the Registrant's Current Report
Form ¢-K filed on July 3, 2008
4.3 Indenture, dated October 30, 2006, between the Registrant and The Bank of New York, as trustee (including forn
Convertible Senior Note due October 15, 2011), incorporated by reference to Exhibit 4.1 of Registrant's Current Report on F
K filed October 30, 200¢
4.4 Resale Registration Rights Agreement, dated October 30, 2006, between the Registrant and Deutsche Bank Securities Inc.
initial purchaser, incorporated by reference to Exhibit 4.2 of the Registrant's Current Report oK filed October 30, 200¢
10.1** United Therapeutics Corporation Amended and Restated Equity Incentive Plan, as amended effective as of Septemb
incorporated by reference to Exhibit 10.1 of the Registrant's Fo-Q for the quarter ended September 30, 2
10.2** Amended and Restated Executive Employment Agreement dated as of January 1, 2009, between the Registrant and Martin
Rothblatt, incorporated by reference to Exhibit 10.2 of the Registrant's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2009
10.3** Employment Agreement dated June 16, 2001 between the Registrant and Paul A. Mahon, incorporated by reference to
of the Registrant's Quarterly Report on Forr-Q for the quarter ended March 31, 20
10.4* Exclusive License Agreement dated as of December 3, 1996, between the Registrant and an affiliate of Pharmacia & Upjoh
Company, incorporated by reference to Exhibit 10.8 of the Registrant's Registration Statement on Form S-1 (Registration Nc
76409).
10.5* Assignment Agreement dated as of January 31, 1997, between the Registrant and affiliates of Glaxo Wellcome Inc., incorpc
by reference to Exhibit 10.9 of the Registrant's Registration Statement on -1 (Registration No. 3:-76409).
10.6** Employment Agreement dated November 29, 2000 between the Registrant and Roger Jeffs, incorporated by reference to
Exhibit 10.9 of the Registrant's Quarterly Report on For-Q for the quarter ended March 31, 20
10.7 Form of Indemnification Agreement between the Registrant and each of its Directors and Executive Officers, incorf.
reference to Exhibit 10.1 of the Registrant's Quarterly Report on Fc-Q for the quarter ended March 31, 20
10.8 Amendment No. 1 to Exclusive License Agreement, effective as of December 3, 1996, made as of October 1, 2002 by and |
Pharmacia & Upjohn Company and the Registrant, incorporated by reference to Exhibit 10.25 of the Registrant's Quarterly F
on Form 1-Q for the quarter ended September 30, 2
10.9 Technical Services Agreement dated August 27, 2002 between the Registrant and Kurzweil Technologies, Inc., incol

reference to Exhibit 10.26 of the Registrant's Quarterly Report on F¢-Q for the quarter ended September 30, 2
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10.10** Standard Non-plan Option Award Agreement used by the Registrant, incorporated by reference to Exhibit 10.39 of the Regis
Form 1(-K for the fiscal year ended December 31, 2(

10.11** Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Roger Jeffs, incorporated by
reference to Exhibit 10.40 of the Registrant's For-K for the fiscal year ended December 31, 2(

10.12** Amendment to Employment Agreement dated December 11, 2002 between the Registrant and Paul Mahon, inco
reference to Exhibit 10.43 of the Registrant's For-K for the fiscal year ended December 31, 2(

10.13 Real Estate Purchase Agreement dated October 31, 2003 by and between Unither Pharmaceuticals, Inc. and Montgon
incorporated by reference to Exhibit 10.34 of the Registrant's Fc-K for the fiscal year ended December 31, 2(

10.14 Lease Agreement dated as of June 28, 2004, by and among the Registrant and Wachovia Development Corporation, incory
by reference to Exhibit 99.1 of the Registrant's Fo-K filed on July 6, 2004

10.15 Assignment of Liquid Collateral Account dated June 28, 2004, by and among the Registrant and Wachovia De!
Corporation, incorporated by reference to Exhibit 99.2 of the Registrant's -K filed on July 6, 2004

10.16 Ground Lease dated June 28, 2004, by and among the Registrant and Wachovia Development Corporation, incc
reference to Exhibit 99.3 of the Registrant's Fo-K filed on July 6, 2004

10.17 Participation Agreement dated June 28, 2004, by and among the Registrant, Wachovia Development Corporation, Various |
Banks and Financial Institutions and Wachovia Bank, NA, incorporated by reference to Exhibit 99.4 of the Registrant's Form
filed on July 6, 2004

10.18 Agency Agreement dated June 28, 2004, by and among the Registrant and Wachovia Development Corporation, incorporat
reference to Exhibit 99.5 of the Registrant's Fo-K filed on July 6, 2004

10.19** Amendment to Employment Agreement between Roger Jeffs, Ph.D. and the Registrant dated November 29, 2000, as previc
amended, incorporated by reference to Exhibit 10.2 of the Registrant's -K filed on December 29, 200

10.20** Amendment to Employment Agreement between Paul A. Mahon and the Registrant dated June 16, 2001, as previous
incorporated by reference to Exhibit 10.4 of the Registrant's F-K filed on December 29, 200

10.21** Form of terms and conditions for awards granted to Employees by the Registrant under the Amended and Restated Equ
Plan, incorporated by reference to Exhibit 10.1 of the Registrant's I-K filed on December 17, 200

10.22** Form of terms and conditions for awards granted to Non-Employees by the Registrant under the Amended and Restated Eq
Incentive Plan, incorporated by reference to Exhibit 10.2 of the Registrant's -K filed on December 17, 200

10.23 Turner Construction Contract, incorporated by reference to Exhibits 99.1 and 99.2 of the Registrant's Current Report on For
filed on March 17, 200t

10.24** United Therapeutics Corporation Supplemental Executive Retirement Plan, incorporated by reference to Exhibit :
Registrant's Current Report on For-K filed on May 4, 2006

10.25** Employment Agreement, dated August 2, 2006, between John Ferrari and the Registrant, incorporated by reference to

of the Registrant's Current Report on For-K filed on August 4, 200¢
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10.26** Amendment, dated July 31, 2006, to amended Employment Agreement, dated November 29, 2000, between Roger Jeffs, P
the Registrant, incorporated by reference to Exhibit 10.2 of the Registrant's Current Report 0-K filed on August 4, 200¢

10.27** Amendment, dated July 31, 2006, to amended Employment Agreement, dated June 16, 2001, between Paul A. Mahon and
Registrant, incorporated by reference to Exhibit 10.3 of the Registrant's Current Report or-K filed on August 4, 200¢

10.28 First Amendment to Certain Operative Agreements, dated May 16, 2006, between Wachovia Development Corporati
Registrant, incorporated by reference to Exhibit 10.1 of the Registrant's Quarterly Report on Form 10-Q for the quarter ende
June 30, 200¢

10.29 Confirmation, dated October 24, 2006, between Deutsche Bank AG London and the Registrant, incorporated by rt
Exhibit 10.1 of the Registrant's Current Report on Fc-K filed on October 30, 2001

10.30 Confirmation, dated October 24, 2006, between Deutsche Bank AG London and the Registrant, incorporated by r
Exhibit 10.2 of the Registrant's Current Report on Fc-K filed on October 30, 2001

10.31** Amendment, dated December 28, 2006, to Employment Agreement, dated August 2, 2006, between John Ferrari and th
incorporated by reference to Exhibit 10.1 of the Registrant's Current Report on-K filed on December 29, 200

10.32 United Therapeutics Corporation Supplemental Executive Retirement Plan Rabbi Trust Document entered into Decembe
by and between the Registrant and Wilmington Trust Company, as trustee, incorporated by reference to Exhibit 10.1 of the
Registrant's Current Report on For-K filed on December 28, 200

10.33 Standard form of agreement between the Registrant and DPR Construction, Inc., dated March 9, 2007, as amended by Am
No. 1, dated April 19, 2007, incorporated by reference to Exhibit 10.1 of the Registrant's Quarterly Report o1-Q for the
guarter ended March 31, 20(

10.34***  Distribution Agreement dated March 20, 2000, between the Registrant and Accredo Therapeutics, Inc., as amended and
incorporated by reference to Exhibit 10.45 of the Registrant's Annual Report Form 10-K for the fiscal year ended December
2007.

10.35***  Agreement between the Registrant and the Whiting-Turner Contracting Company, dated November 5, 2007, as amended by
Amendment No. 1, dated November 21, 2008, incorporated by reference to Exhibit 10.44 of the Registrant's Annual Report ¢
Form 1(-K for the fiscal year ended December 31, 2(

10.36** United Therapeutics Corporation Share Tracking Awards Plan, incorporated by reference to Exhibit 10.1 of the Registrant's
Quarterly Report on Form -Q for the quarter ended June 30, 2(

10.37** First Amendment to the United Therapeutics Corporation Share Tracking Awards Plan, incorporated by reference to Exr
the Registrant's Current Report on For-K filed on September 18, 200

10.38** Form of terms and conditions for awards granted to-Employees by the Registrant under the United Therapeutics Corpc
Share Tracking Awards Plan, incorporated by reference to Exhibit 10.2 of the Registrant's Quarterly Report on Form 10-Q fo
guarter ended June 30, 20!

10.39** Form of terms and conditions for awards granted to Employees by the Registrant prior to January 1, 2010, under

Therapeutics Corporation Share Tracking Awards Plan, incorporated by reference to Exhibit 10.3 of the Registrant's Quarter
Report on Form 1-Q for the quarter ended June 30, 2(
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10.40** Form of Grant Letter used by Registrant under the United Therapeutics Corporation Share Tracking Awards Plan, incorpora
reference to Exhibit 10.4 of the Registrant's Quarterly Report on Fc¢-Q for the quarter ended June 30, 2C

10.41 Stock Purchase Agreement, dated as of November 14, 2008, between the Registrant and Eli Lilly and Company, incorporat
reference to Exhibit 10.1 of the Registrant's Current Report on F-K filed on December 24, 200

10.42**  License Agreement, dated as of November 14, 2008, by and between Eli Lilly and Company and the Registrant, incol
reference to Exhibit 10.2 of the Registrant's Current Report on F-K filed on December 24, 200

10.43***  Manufacturing and Supply Agreement, dated as of November 14, 2008, by and between Eli Lilly and Company
Caribe, Inc. and the Registrant incorporated by reference to Exhibit 10.3 of the Registrant's Current Report on Form 8-K filec
December 24, 200t

10.44** Form of Amendment to Employment Agreement between the Registrant and each of Roger Jeffs, Paul Mahon and J
each dated as of January 1, 2009, incorporated by reference to Exhibit 10.3 of the Registrant's Quarterly Report on Form 10
the quarter ended March 31, 20

10.45 Amendment No. 2 to Construction Agreement between the Registrant and the -Turner Contracting Company, dat
May 29, 2009, incorporated by reference to Exhibit 10.1 of the Registrant's Quarterly Report on Form 10-Q for the quarter er
June 30, 200¢

10.46** Form of Amendment to Employment Agreement between the Registrant and each of Roger Jeffs, Paul Mahon and J
each dated as of February 22, 2(

10.47 Distribution Agreement dated August 17, 2009 between the Registrant and Accredo Health Gr

10.48** Form of terms and conditions for awards granted to Employees by the Registrant on or after January 1, 2010, undel
Therapeutics Corporation Share Tracking Awards F

12.1 Computation of Earnings to Fixed Charg

21 Subsidiaries of the Registral

23.1 Consent of Ernst & Young LLP, Independent Registered Public Accounting

31.1 Certification of Chief Executive Officer pursuant to Rule-14(a) of the Securities Exchange Act of 1¢

31.2 Certification of Chief Financial Officer pursuant to Rule -14(a) of the Securities Exchange Act of 1€

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sal-Oxley Act of 2002

32.2 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 .

as amended.

*x Designates management contracts and compensation plans.
*rx Confidential treatment has been granted with respect to certain portions of this exhibit pursuant to Rule 24b-2 of the Securities Ac
1934.
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Exhibit 10.4€
Form of Amendment to Employment Agreements

THIS AMENDMENT is made effective as of February 22, 2010, to the Employment Agreement between (“Executi
and United Therapeutics Corporation (the “Company”), dated , as amended from time-to-time (the “Agreement”).

WHEREAS, the Agreement provides for accelerated vesting of Executive’s stock options to purchase shares of the Company’s
Common Stock in the event of Executive’s termination in certain circumstances;

WHEREAS, the parties intend that the Agreement also provide for accelerated vesting of share tracking awards in the event of
Executive’s termination in certain circumstances;

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the par
hereby amend the Agreement, as follows:

1. The final sentence @ection 8(d) of the Agreement presently provides as follows:
“Additionally, in the event of termination contemplated in this Section 8(d), all unvested options granted to Executive pric
Executive’s Date of Termination shall immediately vest in Executive upon Executive’'s Date of Termination, and the exer

period for each such previously-granted option shall be the full remaining duration of the term of each such option.”

The foregoing final sentence $&ction 8(dkhall be replaced in its entirety with the following sentence, effective as of the
date first set forth above:
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“Additionally, in the event of termination contemplated in this Section 8(d), (i) all unvested options to purchase shares of
Company’s Common Stock; (ii) all unvested share tracking awards; and (iii) all other awards subject to vesting, in each
granted to Executive prior to Executive’'s Date of Termination, shall immediately vest in Executive upon Executive’s Date
Termination, and the exercise period for each such previously-granted option, share tracking award or other award shall
full remaining duration of the term of each such option, share tracking award or other award.”

2. No other provisions of the Agreement shall be affected by this Amendment, and all other provisions of the Agreement sl
remain in full force and effect.

In witness whereof, the parties have executed this Amendment effective as of the date first set forth above.

UNITED THERAPEUTICS CORPORATION

Name:
Title:

EXECUTIVE:

Printed Name
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Exhibit 10.47

DISTRIBUTION AGREEMENT

THIS DISTRIBUTION AGREEMENT (“Agreement”) is made as of August 17, 2009 (th&ffective Date"), by and between United
Therapeutics Corporation (UT ”), a Delaware corporation, with offices at 1110 Spring Street, Silver Spring, Maryland and Accredo Health
Group, Inc (“DISTRIBUTOR "), a Delaware corporation, with offices at 1640 Century Center Parkway, Memphis, Tennessee 38134.

Recitals

WHEREAS, DISTRIBUTOR has represented that it possesses the necessary expertise, financial resources and marketing orga
to dispense and distribute UT Product (as hereinafter defined) and desires to acquire from UT the right to sell, market, distribute
maintain UT Product in the Territory (as hereinafter defined);

WHEREAS, UT is willing to appoint DISTRIBUTOR and DISTRIBUTOR is willing to accept appointment, as a distributor of UT
Product in the Territory on the terms and conditions contained herein; and

WHEREAS, the Parties hereto believe that the business relationship regarding UT Product and related support will be mutually
advantageous.

NOW, THEREFORE, in consideration of the mutual promises and covenants hereinafter set forth, the Parties agree

11

ARTICLE 1: INTRODUCTORY PROVISIONS

Defined Terms The following terms, when used in capitalized form in this Agreement, shall have the meanings set forth below

€) “ Agreement” shall mean this Distribution Agreement entered into by and between UT and DISTRIBUTOR as of the
Effective Date.

(b) “ Adverse Event” shall mean any “Adverse Drug Experien@s’defined in 21 CFR 310.305, 21 CFR 314.80 and/or 21
600.80 (as applicable) or any replacements thereto.

(c) “ Affiliate " when used with reference to either Party shall mean any corporation controlling, controlled by or under com
control with the said Party and any officer, director or employee of such corporation, as the case may be. For purposes
“control” shall mean ownership, directly or indirectly, of more than fifty percent (50%) of the securities having the right to
vote for the election of directors, in the case of a corporation, and more than fifty percent (50%) of the beneficial inte
capital, in the case of a business entity other than a corporation.

(d) “ Applicable Laws” shall mean all laws, statutes, ordinances, codes, rules, and regulations that have been enacted by «
government authority and which are in force as of the Effective Date or come into force during the term of this Agreemel
each case to the extent that the same are applicable to the performance by the Parties of their respective obligations un
Agreement, including, with respect to the United States, the Prescription Drug Marketing Act, the Federal Food, Drug ar
Cosmetics Act of 1938, as amended, the Health
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(f)

(9)

(h)

1)

(k)

Insurance Portability and Accountability Act, the Federal Anti-Kickback Statute, and any applicable FDA regulations.

“ Clean Prescription” shall mean a referral for which benefits have been verified and that includes a valid prescription t
does not: (i) require physician, patient, or any third party intervention or information; (ii) involve backorder, short supply,
allocation, or recall; or (iii) involve a referral that is subsequently canceled or requested to be held for future processing.

“ Commercially Reasonable Efforts’ shall mean with respect to each Party, commercially reasonable efforts in accordar
with the business, legal, medical and scientific judgment of a similarly situated company, and in accordance with the effc
and resources a similarly situated company would use taking into account reasonable commercial judgment and other r
factors.

“ Confidential Information " shall mean all information disclosed by one Partipisclosing Party”) to the other Party (*
Receiving Party”), regardless of the form in which it is disclosed, including information relating to the Disclosing Party’s
markets, product specific payer policies, databases, customers, products, patents, inventions, procedures, methods, de:
strategies, plans, assets, liabilities, prices, costs, revenues, profits, organization, employees, agents, resellers or busine
general, and with respect to UT as Disclosing Party, information embodied in UT Product. The following shall not be
considered Confidential Information:

@i.) Information which is or becomes in the public domain through no fault or act of the Receiving Party;

(i) Information which was independently developed by the Receiving Party without the use of or reliance on
Confidential Information;

(iii.) Information which was provided to the Receiving Party by a third party under no duty of confidentiality to the
Disclosing Party; or

(iv.) Information that is required to be disclosed by Applicable Laws, provided, however, prompt prior notice the
be given to the Disclosing Party.

“ Customer” shall mean any hospital, physician, health care company, Included Patient, distributor or other person or e
that is legally entitled to purchase the UT Product for use in the Territory.

“ Designated Shipment Locatiori shall mean the Designated Storage Location(s) to which UT has agreed to ship Units
UT Product as set forth in Attachmenga&ached hereto.

“ Designated Storage Locatiori shall mean the locations of DISTRIBUTOR'’s facilities or pharmacies owned by
DISTRIBUTOR or its Affiliate(s) for the storage of the Units of UT Product shipped to DISTRIBUTOR’s Designated Store
Locations as set forth in Attachmentaiached hereto.

“ DISTRIBUTOR " shall mean Accredo Health Group, Inc. and its wholly owned subsidiaries.

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 144 of 211



U
(m)

(n)

(0)

(P)

(@)

)

(s)

(®)

(u)
v)
(w)

)

“ Effective Date” shall mean the date first above written.

“ Force Majeure” shall mean any event, not existing as of the Effective Date and not reasonably within the control of th
Parties as of such date, which, in whole or in material part, prevents or makes commercially unreasonable one Party’s
performance of its obligations under this Agreement. Force Majeure shall include, without limitation: fire, storm, earthqt
flood, acts of state, war or civil unrest, labor dispute, inability to obtain labor or materials, and prolonged shortage of
any other supplies.

“ Good Distribution Practice ” shall mean that practice of purchasing, storing and shipping a regulated pharmaceutical
product and billing to and collecting from customers for a regulated pharmaceutical product in accordance with legal
requirements and the standards and customary industry commercial practices.

“ Included Patient” shall mean an individual diagnosed with pulmonary arterial hypertensi®AH‘”) who is prescribed
UT Product.

“ Level 1 Appeal” shall mean an appeal of a reimbursement claim denial by a Third Party Payer due to an incomplete o
improperly submitted reimbursement claim or other similar administrative oversight.

“ Level 2 Appeal” shall mean an appeal of a reimbursement claim denial by a Third Party Payer, whether such denial is
asserted upon verification of reimbursement or following submission of a reimbursement claim, because: (i) the applicalt
policy covering the Included Patient does not include UT Product as a covered benefit, or (ii) the Included Patient fa
class of persons who are all denied coverage for UT Product as the result of the application of a general policy.

“ PAP Patient” shall mean any Included Patient who is enrolled in the Patient Assistance Program as established
time to time and operated in accordance with Attachmémréto. UT shall provide DISTRIBUTOR with the eligibility
criteria for this program.

“ Price " shall mean the Wholesale Acquisition Cost for UT Product as set forth on Attachrheneta.

“ UT Trademarks " shall mean any of the UT trademarks, logotypes and trade names listed on AttachmamibBas such
attachment may be modified from time to time by UT during the term of this Agreement.

“ Parties” shall mean UT and DISTRIBUTOR collectively.
“ Party ” shall mean either UT or DISTRIBUTOR.

“ Territory " shall mean the United States, including its territories and possessions, the fifty states and the District of
Columbia only, unless otherwise expressly agreed in writing by the Parties.

“ Third-Party Payers " shall mean managed care providers, health maintenance organizations, insurance companies, s
insurance programs of employers, third-
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1.2

2.1

2.2

2.3

2.4

party administrators, the United States Medicare and Medicaid programs, and other similar entities.
) “ Tyvaso Inhalation System”shall mean the Optinéb  portable nebulizer system and all related supplies and accessorit

(2) “ Unit of UT Product " shall mean the combination of UT Product, package insert and other items as may be determine
supplied by UT to DISTRIBUTOR, in each instance contained within a standard outer package supplied by UT and label
accordance with applicable legal requirements.

(aa) “ UT Product " or “ Product " shall mean treprostinil sodium for inhalation only, a pharmaceutical product administered |
the Tyvaso Inhalation System for the treatment of PAH to be marketed in the Territory under the brand nanfe Tyvaso

(bb) “ WAC " shall mean the then-current Wholesale Acquisition Cost of UT Product as determined by UT.

Other Rules of Interpretatiarinless the context otherwise requires, (i) words of any gender include each other gender; (ii) word:
using the singular or plural number also include the plural or singular number, respectively; (iii) the terms “hereof,” “herein,” “her
and derivative or similar words refer to this entire Agreement; (iv) the terms “Article” or “Section” refer to the specified Article or
Section of this Agreement; (v) the word “including” shall mean “including, without limitation;” (vi) the word “consent” shall mean
“consent, not to be unreasonably withheld or delayed”; (vii) the word “or” shall be disjunctive but not exclusive; (viii) the words “n
available” shall mean that the information referred to has been made available if requested by the party to whom such informatic
be made available; and (ix) all references herein to “days” shall mean calendar days.

ARTICLE 2: MUTUAL REPRESENTATIONS AND WARRANTIES

Authority . Each Party represents and warrants that it possesses all corporate power and authority necessary to enter into this
Agreement and to perform its obligations under this Agreement. All corporate acts and other proceedings required to be taken
the part of each Party to authorize it to perform its obligations under this Agreement have been duly and properly taken. This
Agreement has been duly executed and delivered by each Party and constitutes legal, valid and binding obligations of each Par!
enforceable in accordance with its terms, subject to the application of general principles of equity.

No Conflicts. Each Party represents and warrants that the execution and performance of this Agreement will not conflict with ol
violate any other agreement or obligation binding on it.

Approvals. Except as expressly provided herein, each Party represents and warrants that no approval, authorization, consent ¢
order or action of or filing with any court, administrative agency or other governmental authority is required for the execution and
delivery by such Party of this Agreement or its consummation of the transactions contemplated by this Agreement.

Debarment and Exclusion Certification Requiremeniach Party certifies that it has not been debarred under the provisions of the
Generic Drug Enforcement Act of 1992, 21 U.S.C. § 335(a) and (b), and does not appear on the “list of excluded
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individuals/entities” (“LEIE ") maintained by the Office of the Inspector General of the U.S. Department of Health & Human ¢
available at http://oig.hhs.gov/fraud/exclusions/listofexcluded.html. In the event that, during the term of this Agreement, either P
(i) becomes debarred, (i) is placed on the LEIE, or (iii) receives notice of an action or threat of an action with respect to its debal
or placement on the LEIE, such Party shall notify the other Party immediately. Each Party hereby certifies that it has not and wil
use in any capacity the services of any individual, corporation, partnership or association that has been debarred under 21 U.S.(
(a) and (b) or that appears on the LEIE. In the event that either Party becomes aware of the debarment, threatened debarment,
appearance or threatened placement on the LEIE of any individual, corporation, partnership or association providing services to
other Party that directly or indirectly relate to activities under this Agreement, the other Party shall be immediately notified. In th
event of an actual debarment or exclusion of DISTRIBUTOR or its owners during the term of this Agreement, this Agreement sh
of, or prior to, the effective date of such debarment or exclusion, automatically terminate. In the event of an actual debarment o
exclusion of any DISTRIBUTOR employee, agent or contractor during the term of this Agreement, such employee, agent or con
must immediately cease providing any services to UT under this Agreement, and UT shall have the option of immediately termin
this Agreement.

ARTICLE 3: APPOINTMENT

Scope; Norexclusive. UT hereby appoints DISTRIBUTOR, and DISTRIBUTOR hereby accepts such appointment, as a distribu
of UT Product during the term of this Agreement, subject to the terms and conditions of this Agreement. This appointment is no
exclusive, and UT reserves the right to appoint additional distributors in the Territory and to distribute UT Product in the Territory
its own behalf.

Subdistributors. DISTRIBUTOR shall not, without the prior written approval of UT, appoint any distributors or agents to act on
behalf of DISTRIBUTOR (collectively, Sub-distributors ”) to distribute UT Product within the Territory, other than any of its
Affiliates. DISTRIBUTOR shall at all times remain fully liable for the performance of any approved sub-distributors and
DISTRIBUTOR shall provide UT with a written acknowledgement executed by each Sub-distributor that it has read this Agreeme
and agrees to be bound by its terms and conditions, including those contained in the attachments hereto.

Sales Outside the TerritoryDISTRIBUTOR shall not distribute, sell or otherwise provide UT Product outside of the Territory and
shall not advertise, promote or solicit customers for UT Product outside the Territory.

ARTICLE 4: OBLIGATIONS OF DISTRIBUTOR

Marketing. DISTRIBUTOR shall use Commercially Reasonable Efforts to fund and support ongoing marketing of its distributior
UT Product, consistent with DISTRIBUTOR’s normal funding and support for its overall distribution activities. In addition,
DISTRIBUTOR shall use its Commercially Reasonable Efforts to fund and support ongoing sale of UT Product. Such Commerc
Reasonable Efforts shall include, but not be limited to:

(@) Maintaining throughout the Territory adequate marketing, sales, and order-fulfillment staff who are adequately trained o
PAH and UT Product. The
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Parties acknowledge that this obligation requires DISTRIBUTOR to have the capability to provide the foregoing services
throughout the Territory, but does not require DISTRIBUTOR to have a physical office within each jurisdiction within the
Territory;

(b) Promptly responding to all inquiries from Customers, including responding to complaints, processing all orders and effe
all shipments of UT Product for Included Patients in accordance with the timelines and other terms and conditions conta
within this Agreement;

(c) Providing UT Product to Included Patients pursuant to physician orders;

@i.) Exhibiting at conventions, trade shows, product fairs or other comparable events involving patients, Included
Patients and/or physician specialists who have a high propensity to diagnose and treat patients suffering fro
the purpose of providing information on UT Product and/or educating attendees.

(d) Diligently investigating and pursuing all leads and inquiries of potential Customers referred to DISTRIBUTOR by UT ani
reporting within 7 days on the status of all such leads and inquiries. Notwithstanding the foregoing, nothing in this Agree
shall be construed as requiring DISTRIBUTOR to admit to its service, or provide UT Product to, any particular individual
(s) or types of individual(s). Adding Included Patients to its service is in DISTRIBUTOR'’s sole discretion.

Policies and ProceduresDISTRIBUTOR shall use Commercially Reasonable Efforts to comply with UT’s Policies and Procedure
as provided and updated by UT from time to time and as accepted by DISTRIBUTOR. If any such Policies and Procedures con
this Agreement, the terms of this Agreement shall control.

Written Assurance DISTRIBUTOR hereby assures UT that DISTRIBUTOR shall not export UT Product from the Territory to an
destination to which re-export requires a license under the United States Export Administration Regulations.

Product Specifications DISTRIBUTOR shall store UT Product in accordance with all directions accompanying UT Product in orc
to maintain UT Product in accordance with UT- and FDA-approved specifications. DISTRIBUTOR shall dispense UT Product as
prescribed, in accordance with all applicable pharmacy requirements. The Parties acknowledge that UT shall not have any right
obligations, responsibilities, oversight or role of any kind or nature concerning DISTRIBUTOR's practice of pharmacy in complia
with all applicable state pharmacy regulations and consistent with DISTRIBUTOR's then current practices.

Pharmacy and Home Health Care ServicBiSTRIBUTOR may create its own educational materials concerning UT Product «

(* Educational Materials ") for distribution by DISTRIBUTOR in accordance with this Agreement and DISTRIBUTOR's obligation:
as a health care provider and pharmacy; provided, however, that all such Educational Materials shall: (i) be consistent with the c
of UT Product package insert approved by the FDA, (ii) comply with the conditions and requirements of all applicable state phari
regulations mandating the provision of patient educational materials on prescription drugs and their administration, and (iii) not b
by DISTRIBUTOR to promote, market or sell UT Product. Further, to the extent
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that any UT Trademarks are included in such Educational Materials, then DISTRIBUTOR shall notify UT in writing prior to use c
such materials.

Complaints., DISTRIBUTOR shall process any and all complaints received from Customers in the Territory regarding the U
in accordance with Section 98this Agreement.

Inventory. DISTRIBUTOR shall maintain at all times adequate inventory of Units of UT Product Iftkeritory ”) as are mutually
considered by UT and DISTRIBUTOR to be sufficient to meet Customers’ anticipated demands for UT Product. Such requireme
may be adjusted by UT and DISTRIBUTOR from time to time. Notwithstanding the foregoing, DISTRIBUTOR shall maintain a
minimum Inventory level at all times between the following minimum and maximum:

€) At a minimum: no less than thirty (30) daysventory on hand at any time based on current demand and usage of UT
by DISTRIBUTOR'’s customers; and

(b) At a maximum no greater than seventy-five (75) days’ inventory on hand based on current demand and usage of UT Pr
by DISTRIBUTOR'’s customers; and

(c) calculations of inventory levels shall be based on the current monthly average usage of UT Product by Included Patient
(“Usage” ). Usage shall be equal to the rolling average number of Units of UT Product distributed by DISTRIBUTOR ea
month for the previous three (3) months.

DISTRIBUTOR shall ensure that it purchases enough Inventory each month to meet Usage demand for UT Product in addition t
thirty (30) day minimum Inventory level requirement. From time to time, UT and DISTRIBUTOR may mutually agree to reasona
change the above-listed minimum and maximum requirements and DISTRIBUTOR shall adjust its Inventory accordingly.

Storage of UT ProductDISTRIBUTOR shall store and maintain UT Product solely at the Designated Storage Locations describe
Attachment Ehereto. DISTRIBUTOR shall store, maintain and handle the Product in accordance with Good Distribution Practice
Applicable Laws, the UT Product package insert and UT’s written instructions, including any requirements with respect to rackin
temperature, light, darkness, vibration and rotation. The UT Product must be stored at the temperature range specified by UT to
safety and reliability, and rotated so that the oldest unexpired Units of UT Product are shipped before newer unexpired Units of |
Product, unless UT specifies otherwise. DISTRIBUTOR shall promptly notify UT of any material or significant change in its store
conditions or shipping procedures for UT Product. DISTRIBUTOR shall maintain complete and accurate records for inspection |
or its representatives, upon ten (10) business days’ prior notice during regular business hours, of all movements and transaction
involving UT Product. Such records shall reflect unit, lot number and Customer information, including defective or returned Unit:
UT Product, such that the Units of UT Product may be traced for purposes of stock reconciliation, recall and general marketing &
shipping review. UT shall also have the right to inspect DISTRIBUTOR's storage conditions and shipping procedures for UT Prc
upon ten (10) business days’ prior notice, during regular business hours. DISTRIBUTOR shall not manufacture, mix, process, cc
or incorporate UT Product alone or into any other substance.
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Distributor Expenses DISTRIBUTOR shall bear all of its own costs and expenses incurred in carrying out its obligations under t
Agreement, including, but not limited to, all rents, salaries, commissions, demonstration, travel and accommodation.

Distributor Reporting DISTRIBUTOR shall complete a series of regular reports as described in Attachhezetd: The reports

are due no later than the 10th of each month following the end of the respective reporting periods and constitute Confidential
Information of DISTRIBUTOR. The Parties acknowledge that Applicable Laws or existing contractual relationships with Third-Pa
Payers may restrict DISTRIBUTOR's ability to collect, use, include and/or disclose as Data certain patient- and ghgsifiadata
DISTRIBUTOR warrants that it will not provide patient- and physician-specific data and information where so limited by such exi
contractual relationships or Applicable Laws. New contracts with Third Party Payers and the enactment of new Applicable Laws
further limit the disclosure of patient- and physician-specific data and information shall not be deemed to be a change in a law fc
purposes of this Agreement. Neither Party may resell data to IMS, Wolters Kluwer, or any other data aggregation service withou
express written consent of the other Party.

Distributor Representations.

€)) DISTRIBUTOR acknowledges that UT Product constitutes a sensitive therapeutic drug, and that distribution and handli
the UT Product requires specialized training and dedication to Customer needs. DISTRIBUTOR represents and warran
it will train and deploy its agents and employees in the manner necessary to meet these special requirements.

(b) DISTRIBUTOR represents and warrants that it and its officers, directors, agents and/or employees as applicable are qu
to perform the services and activities described in this Agreement and that all licenses and/or approvals necessary to cc
such services and activities have been obtained and shall be maintained throughout the term of this Agreement.

DISTRIBUTOR provides appropriate pharmacy services as required by Applicable Laws. DISTRIBUTOR shall also perform the
following activities in support of the distribution of the UT Product:

€) Inhalation Device DISTRIBUTOR shall ensure that its personnel are trained on the use of the Tyvaso Inhalation Sy
capable of providing such training to Customers. Training and education for use must comply with the technical and
administrative requirements specified in the package insert for Tyvaso and the instructions for use manual for the Tyvas
Inhalation System.

(b) Included Patient Benefit VerificatiarDISTRIBUTOR shall handle Included Patient enrollment, initial processing, insuranc
eligibility and benefits verification. If DISTRIBUTOR is unable to service a patient, then DISTRIBUTOR shall immediatel
i.e., no more than five (5) business days from the initial receipt of the referral, re-direct the referral to an appropriate spe
pharmacy participating in the Tyvaso distribution network.

@.) Upon receipt of a prescription for UT Product, DISTRIBUTOR shall immediately fax the prescribing physician t
confirm receipt of the prescription. No more than one (1) business day from receipt of the prescription,
DISTRIBUTOR shall perform verification of insurance
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(ii.)

(ii.)

(iv.)

(v.)

(vi.)

coverage for UT Product. If the prescription is received after 2 p.m. Eastern time, DISTRIBUTOR may have unti
end of the next business day to perform verification of insurance coverage for UT Product.

DISTRIBUTOR shall take all necessary actions to verify, or assist Customers in verifying, insurance coverage |
UT Product including, without limitation, researching and attempting to determine: (1) all Customer information ¢
coverage parameters, including all relevant clinical documentation; (2) if UT Product is covered, under what typ
plan (e.g., a “medical plan” or a “pharmacy plan”), the Included Patient cost share amount, if any, and the rate o
reimbursement, if available; (3) whether prior authorization is required for reimbursement; (4) if prior authori.
required, what information the Customer must submit in order to receive such authorization; and (5) whether an
other activities, submissions or approvals are required to obtain reimbursement promptly and to the fullest exter
permitted by the Third-Party Payer. During the process of benefit verification, DISTRIBUTOR shall communicat
with the referral source and provide information to the prescribing physician in a time and manner sufficient for t
circumstances.

DISTRIBUTOR shall record the results of its research on the foregoing and shall report such information to the
Customer within one (1) business day from receipt. [Rachel & Mike are OK with this]

If the Third-Party Payer requires prior authorization, then DISTRIBUTOR shall, within one (1) business day, no
and assist the Customer with questions relating to the requirements for prior authorization.

If, prior to the submission of a claim for reimbursement, a Third-Party Payer informs DISTRIBUTOR that the
Customer or UT Product is not eligible for coverage, then, within one (1) business day, DISTRIBUTOR shall ma
such inquiries of the Third-Party Payer as shall be necessary to determine the requirements for submission of a
appeal of the denial of coverage. DISTRIBUTOR shall promptly record the results of this inquiry and report suc
information to the Customer and to the UT managed markets designee.

If a Customer notifies DISTRIBUTOR of a denial of coverage and DISTRIBUTOR determines that an appeal of
denial of coverage would require a Level 1 Appeal, then DISTRIBUTOR shall immediately notify the Custon
Customer, at its option, may elect to pursue the Level 1 Appeal directly or request DISTRIBLASSRtance. If tt
Customer elects to have DISTRIBUTOR assist with the Level 1 Appeal, DISTRIBUTOR, at its cost, shall use
reasonable efforts to assist Customer, and if an Included Patient is pursuing the Level 1 Appeal on his/her c
DISTRIBUTOR, at its cost, shall promptly initiate (at the latest within one (1) business day) and pursue such Le
Appeal in accordance with the Third-Party Payer’s processes. Upon request, UT shall provide reasonable assis
to DISTRIBUTOR, including assistance with preparing applications and participation in telephone conferences &
meetings with representatives of the Third-
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(d)

Party Payer. DISTRIBUTOR shall notify the Customer immediately following any interim and final determination
by the Third Party Payer in response to any Level 1 Appeal. All documents prepared as part of a Level 1 Appez
any information obtained in connection therewith, shall be promptly recorded.

(vii.) If DISTRIBUTOR determines that an appeal of the denial of coverage would require a Level 2 Appeal,
DISTRIBUTOR shall notify the Customer, the Included Patient, and UT (if DISTRIBUTOR deems necessary anc
the Included Patient consents) immediately of such determination. The Included Patient, at his or her option, m
elect to pursue the Level 2 Appeal directly or to request that Customer assist with pursuit of the Level 2 Appeal.
Customer assists with the pursuit of a Level 2 Appeal, DISTRIBUTOR shall provide reasonable assistance to
Customer, including assistance with preparing applications and participation in telephone conferences and mee
with representatives of the Third-Party Payer.

Dispensing Activities:

@i.) Upon completion of benefits investigation and, if necessary, after prior authorization, DISTRIBUTOR shall proc
Customer’s order for UT Product if Customer chooses to place an order. If Customer elects not to place an ord
the time that Included Patient benefits are reported, DISTRIBUTOR shall attempt to determine the reason for
Customer’s choice (e.g., “Included Patient to receive UT Product at an alternate facility”, “physician elected not
order UT Product”, or “Included Patient elected not to receive UT Product”). DISTRIBUTOR shall immediately

record this information.

(ii.) When the prescriber is the Customer, DISTRIBUTOR shall attempt to contact the Included Patient on the same
that the benefit verification has been completed for the Included Patient in order to inform the Included Patient o
or her cost share amount, if any, and to make arrangements with the Included Patient for collection such cost st
amount, if any, and to introduce the Included Patient to the DISTRIBUTOR's services. DISTRIBUTOR may del:
shipment of UT Product until the Included Patient’s cost share amount is satisfied in full. DISTRIBUTOR shall b
solely responsible for submitting claims for reimbursement directly to the Third-Party Payer for the applicable
reimbursable amount (deducting any Included Patient cost share amount).

(iii.) DISTRIBUTOR shall dispense the Unit(s) of UT Product (along with a current package insert) to Included Patie
pursuant to a valid prescription and in accordance with Applicable Laws. Upon receipt of a Clean Prescription,
DISTRIBUTOR shall ensure that the Included Patient receives UT Product within one (1) business day from rec
of such prescription, or at such other time as the Included Patient may request.

Follow up Activity Generally Unless DISTRIBUTOR is otherwise required to contact Customer sooner or more often,
DISTRIBUTOR shall contact Customer

@)

(b)

(©

(e)

two (2) business days after receipt of a prescription/referral and every two (2) business days thereafter to update Custor
the status of a benefits investigation/prior authorization/appeal or other related matter. When required to obtain addition:
information to complete a valid prescription/coverage determination/prior authorization/appeal or related matter,
DISTRIBUTOR shall communicate all required information to the appropriate party and continue to contact such party e
business day until the needed information is received or the matter is otherwise closed.

Social ServicesDISTRIBUTOR shall engage in patient advocacy and upon receipt of inquiries from or Customers, provi
notice to such Customers of alternate funding sources, certain hardship reimbursement support, and certain indigen
assistance programs, including UT’s PAP as described in Attachnesre®. DISTRIBUTOR shall send an application t
eligible Included Patients who request to participate in the PAP within one (1) business day from the date of such re
notice to the referral source (via fax, email or mail) as well.

Product & Ancillary Supply Distribution DISTRIBUTOR shall make available and/or dispense with UT Product, as
necessary and appropriate for the applicable site of service (e.g., health care provider/physician office, clinic, hospital
outpatient setting, pharmacy-owned facility, home), the contents of the UT Product package and supplies necessary for
Product administration.

Education:DISTRIBUTOR shall provide its standard educational support (including the provision of any UT Materials or
Educational Materials) regarding UT Product administration and safety to Customers and caregivers involved in treating
Included Patients. DISTRIBUTOR shall promptly respond to questions from managed care organizations and other Thir
Party Payers about UT Product. Notwithstanding the foregoing, the provision of such educational services shall be perfc
in accordance with the obligations contained in this Agreement including those with respect to training.

Nursing Services:

@i.) DISTRIBUTOR shall make available on an as-needed basis its standard telephonic nursing services in accords
with its standard policies and procedures. If DISTRIBUTOR receives requests for administration for UT Pr
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shall facilitate such requests in accordance with its standard business practices. DISTRIBUTOR's standard telephonic n

(i)

services shall be rendered by nurses who have the requisite and necessary training, experience, licenses a
accordance with Applicable Laws. DISTRIBUTOR may not seek reimbursement for its standard telephonic nurs
services directly from UT or from the Included Patient.

the Parties shall work together in good faith to develop an integrated nursing program to adequately support U
Product, Included Patients and Customers with the following elements:

€) All nurses shall be trained by DISTRIBUTOR with respect to UT Product and PAH prior to any interacti
with an Included Patient or Customer. All nurses (including per diem nurses) shall
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(f)

(b)

(©)

(d)

(e)
(f)

©)

pass competency testing on the following topics (at a minimum): PAH and PAH drug classes; UT Produ
Patient needs whether naive or experienced; Administration of UT Product; Training patients on
administration of UT Product; Relevant nursing standards of care for administration of UT Product; .

all devices/pumps that are to be used with UT Product; An “ideal patient encounter”; and HIPAA, patien
privacy and any other applicable legal requirements;

DISTRIBUTOR shall provide updated training as necessargumes to excel in the foregoing compete
areas;

DISTRIBUTOR shall update and refresh training and require regularly updated certification testing whe
new information becomes available or when a nurse has not provided services for an extended period ¢
time;

DISTRIBUTOR shall make available to UT upon request, for UT’s review and comment, training materi
related to UT Product and the administration and support of UT Product;

DISTRIBUTOR shall make available to UT records of completion of related training upon UT’s request;

DISTRIBUTOR shall manage nonperformance of nurses (including per diem nurses) through approprie
measures, including re-training, discipline or removal; and

DISTRIBUTOR shall reasonably provide nurses who are able to speak the same language as the Inclu
Patient or a translation service.

Additional Performance Requirement#\s part of the overall activities performed in support of the distribution of UT
Product, DISTRIBUTOR agrees to keep careful records of the following data points and maintain the requisite levels of
competency for each data point and shall provide such data in reports to UT as UT reasonably requests, but no less tha

quarterly:

@.) ASA: meaning the average speed DISTRIBUTOR takes to answer a call measured over a calendar month.
DISTRIBUTOR shall use its Best Efforts to ensure that the ASA does not exceed 15 seconds, and in any event,
least 95% of all calls to DISTRIBUTOR shall be answered by a live person within fifteen (15) seconds;

(ii.) Calls Dropped: meaning the percentage of calls that are dropped before being answered over the course ¢
month. DISTRIBUTOR shall use its Best Efforts to ensure that the Calls Dropped does not exceed 2%; and

(iii.) AHT: meaning the average hold time experienced by a caller as measured over the course of a calendar mont
DISTRIBUTOR shall use its Best Efforts to ensure that the AHT does not exceed 45 seconds,
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and in any event, at least 95% of calls placed on hold will be on hold for less than forty-five (45) seconds.

Tyvaso Continuing Patient Compliance, Support and Education Progkarset forth in Attachment Bereto and in accordance with

this Section 4.13DISTRIBUTOR agrees to perform all required services under the Continuing Patient Compliance, Support and
Education Program for Tyvaso CPCSEP Services) and UT agrees to pay DISTRIBUTOR a fee for such CPCSEP Services (“
Service Fe€).

(@)

(b)

(©)

(d)

(e)

DISTRIBUTOR warrants that it will perform the CPCSEP Services in a professional manner, in compliance with industr
standards, and in accordance with the descriptions and representations set forth on Attat¢taretatds as otherwise
mutually agreed by the Parties from time to time.

DISTRIBUTOR shall submit detailed monthly invoices to UT setting forth a description of the CPCSEP Services actuall
performed and the corresponding Service Fee due. The foregoing invoices are due to UT within ten (10) days of the en
each calendar month. UT’s shall pay DISTRIBUTOR within sixty (60) days from receipt of each invoice.

The Parties agree and acknowledge that the Service Fee paid hereunder has been determined through good faith and
length negotiation to be the fair market value of the CPCSEP Services to be rendered. No amount paid or reimbursed
hereunder is intended to be, nor shall it be construed as, an offer or payment made, whether directly or indirectly, to indt
referral of patients, the purchase, lease or order of any item or service, or the recommending of the purchase, lease or c
any item or service.

By accepting payment of the Service Fee from UT, DISTRIBUTOR represents and warrants to UT that DISTRIBUTOR
actually performed the CPCSEP Services as invoiced and was obligated to perform the CPCSEP Services (or any subs
similar activity) solely pursuant to the obligations in this Section drfi3Attachment Gereto. The Parties each agree that
the Service Fee is not a discount but instead represents a fair amount in consideration for the CPCSEP Services descril
this Section 4.1and_Attachment Gereto. Further, in recognition of the foregoing, DISTRIBUTOR warrants that it will
retain the Service Fee for its own account.

The CPCSEP Services and corresponding Service Fees will be evaluated by UT on an annual basis and UT may termi
or a portion of the CPCSEP Services at any time upon thirty (30) days prior written notice to DISTRIBUTOR without any
additional fee or expense.

DISTRIBUTOR agrees to make available all personnel responsible for overseeing/managing the activities related to the distribt
UT Product for quarterly meetings with UT personnel at reasonably agreed upon times and places in order to review and assess
DISTRIBUTOR performance relative to the various obligations described in this Artcld dlsewhere in this Agreement.
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6.2

6.3

ARTICLE 5: OBLIGATIONS OF UT

Training. UT may in its discretion provide training to DISTRIBUTOR for UT Product at a time and in a manner as determined b
DISTRIBUTOR.

UT Materials. UT shall provide DISTRIBUTOR, upon DISTRIBUTOR's request, with reasonable quantities of sales and market
materials for UT Product as they are developed by UT, including but not limited to reprints, brochures, package inserts, peer rev
articles and other scientific and medical information regarding UT Product, informational material and other marketing litefature |
Materials "), for use and distribution by DISTRIBUTOR in accordance with this Agreement. DISTRIBUTOR shall use the UT
Materials in accordance with UT’s written directions, including providing the package insert to Customers until such time as the
package insert is included with UT Product. DISTRIBUTOR shall not revise, alter, change, supplement or reproduce in any man
UT Materials and their content as provided by UT without UT’s advance written permission. Nothing in this provision requires U’
create any specific materials.

ARTICLE 6: ORDERS FOR PRODUCTS

Purchase Orders DISTRIBUTOR shall submit written purchase orders to UT by electronic mail or in accordance with written
instructions provided by UT. Purchase Orders shall be submitted once per month b the 10 day of the month. Each such orde
set forth: (a) the package reference for the UT Product ordered (i.e. “Starter Kit”, “Re-Supply Kit”, or “Supplemental iRefiliiig
item numbers; (b) quantities in multiples of ten (10) per package reference; (c) requested delivery dates; (d) specific shipping
instructions; and (e) if applicable, any relevant export control information or documentation to enable UT to comply with Applicak
Laws. Except as otherwise agreed by UT, DISTRIBUTOR shall submit such purchase orders at least five (5) business days pric
requested delivery dates. DISTRIBUTOR is responsible for good Inventory management processes and subsequent purchases
not deviate negatively by more than 15% from the previous PO unless unexpected events occur and are communicated to UT ir
advance in writing. DISTRIBUTOR may only purchase UT Product from UT or through the acquisition of all or part of a Pharmac
authorized to dispense Product. DISTRIBUTOR may only sell UT Product for use by an Included Patient and may not sell, trans
distribute UT Product to any entity that DISTRIBUTOR knows is likely to resell the UT Product.

Acceptance of OrdersEach purchase order shall be governed by the terms and conditions set forth in this Agreement with respe
such order to the exclusion of any additional or contrary terms set forth in the DISTRIBUTOR purchase order. Any terms or

of such purchase order that conflict with the terms and conditions of this Agreement shall be null and void. Notwithstanding the
foregoing, in the event of exigent circumstances, UT shall use its Best Efforts to accept an emergency purchase order from
DISTRIBUTOR two (2) business days prior to the requested delivery date

Delivery Terms. Units of UT Product ordered by DISTRIBUTOR and accepted by UT shall be packed for shipment and storage
accordance with UT’s standard commercial shipping practices. UT shall use its best efforts to deliver Units of UT Product into th
possession of a common carrier for delivery within a reasonable period of time after acceptance of a purchase order by UT. Unl
mutually agreed upon by DISTRIBUTOR and UT, no UT Product shall be shipped on a Friday, Saturday or Sunday. Each order
only be shipped, and shall be addressed for shipment, to the Designated Shipment
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Location specified in Attachment . EUnless UT and DISTRIBUTOR otherwise agree in writing , all deliveries of UT Product shall b
F.O.B. DISTRIBUTORS Designated Shipment Location. UT shall insure each shipment of UT Product with a reputable insui

full invoice price of such shipment. Risk of loss and title to UT Product shall pass to DISTRIBUTOR upon delivery at its Designa
Shipment Location . UT shall have no liability for any loss, theft, destruction or damage to the Units of UT Product once they ha
been delivered to a Designated Shipment Location and the exterior has been inspected by DISTRIBUTOR for visible damagewi
necessity of opening . Each individual package of UT Product. shall be inspected within five (5) business days of delivery to
DISTRIBUTOR'’s Designated Shipment Locations . DISTRIBUTOR shall, at its sole cost and expense, insure the Products from
time of delivery at DISTRIBUTOR’s Designated Shipment Location until delivery of the Units of UT Product by DISTRIBUTOR tc
Customer has been completed. In each case such insurance or self-insurance shall be for the UT Product’s full replacement va
market value) against fire, theft, loss or destruction, and such other risks as are customarily insured against by prudent persons
similar line of business. At UT’s request, DISTRIBUTOR shall furnish to UT certificates of insurance evidencing the types and
amounts of coverage.

Madification of Orders No accepted purchase order shall be modified or canceled except upon the written agreement of both P

Change Order Chargedf DISTRIBUTOR requests modifications to an accepted order prior to the scheduled delivery date provi
in such order, then, in consideration for accepting such change order, UT may extend the scheduled delivery date and/or require
DISTRIBUTOR to pay a change order charge equal to the sum of the actual documented non-recoverable costs incurred by UT
reason of such change order.

Product Changes Subject to applicable regulatory approval, UT reserves the right, in its sole discretion and without incurring an
liability to DISTRIBUTOR except as otherwise provided in this Agreement, to: (a) alter UT Product; (b) discontinue the manu

UT Product; or (¢) commence the manufacture and sale of new products having features which make UT Product obsolete. UT
reserves the right, in its sole discretion and without incurring any liability to DISTRIBUTOR except as otherwise provided in this
Agreement, immediately to alter the specifications or the manufacturing process for UT Product for reasons of health or safety.
shall fill all accepted purchase orders from DISTRIBUTOR for altered or discontinued UT Product for which manufacturing and
commercial deliveries have commenced prior to the effective date of such a change but otherwise shall have no obligation to do
unless the delivery date requested in the relevant purchase order is prior to the effective date of such a change. UT shall notify
DISTRIBUTOR in writing when such modifications or changes occur.

Rolling Forecasts DISTRIBUTOR shall provide UT with an annual, non-binding twelve (12) month forecast projecting
DISTRIBUTOR's intended purchases of UT Product for the coming twelve (12) months, as well as such other mutually agreeabl
information. UT shall receive this annual forecast no later than Janufiry 10  of each calendar year. DISTRIBUTOR shall also
UT on a rolling basis each calendar quarter, and each updated forecast shall be received by UT no later than the 10th day of the
following the end of each calendar quarter.

Chargeback Pricing Subject to UT’s reimbursement of th€hargebacks” (as described below) DISTRIBUTOR shall provide
wholesale distribution to certain entities eligible for discounted government pricing (e.g., FSS, VA, PHS (3B yhted
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Entity ") as described herein. The discounted government pricing is less than the price at which DISTRIBUTOR purchases UT
Product (i.e., less than the Price set forth in AttachméntBISTRIBUTOR shall create an account for each Discounted Entity
purchasing UT Product from DISTRIBUTOR. As part of this process, DISTRIBUTOR shall use commercially reasonable efforts
identify whether the proposed Discounted Entity is eligible for discounted government pricing through direct documentation from
proposed Discounted Entity or through review of data on the HRSA eligibility website or other database resource. As an order f
Product is received from the Discounted Entity, DISTRIBUTOR shall provide Product to the Discounted Entity at the discounted
government price. The difference between the discounted government price and the List Price for the Product is referred to as t
“Chargeback.” The Chargeback shall be paid by UT to DISTRIBUTOR by check. When submitting a Chargeback request to UT,
DISTRIBUTOR shall include the following information: (i) date of sale to Discounted Entity, (ii) the Discounted Entity’s name and
address, (iii) product(s) purchased from DISTRIBUTOR (iv) UT’s price to DISTRIBUTOR for the Product, (v) DISTRIBUTOR’s
price to the Discounted Entity for the Product, and (vi) the amount of Chargeback requested. Chargeback request(s) shall be su
to UT by the 10" of each month for all activity in the previous calendar month. UT shall process Chargeback credits due
DISTRIBUTOR within thirty (30) days of receipt of the Chargeback submission. DISTRIBUTOR shall not set off Chargebacks o\
by UT against any amounts owed by DISTRIBUTOR to UT. Upon termination of this Agreement, if there are any unapplied credi
a Chargeback, UT shall issue a check in the amount thereof to DISTRIBUTOR. Chargebacks paid hereunder constitute reimbur
to DISTRIBUTOR for debits incurred in administering UT discounts to Discounted Entities, and are not, and should not be const
as, remuneration intended to induce DISTRIBUTOR to purchase, order, lease, or recommend any UT product.

ARTICLE 7: PRICES AND PAYMENTS

Prices. DISTRIBUTOR shall pay the Prices for UT Product purchased under this Agreement that are in effect at the time of
submission of a relevant purchase order by DISTRIBUTOR, except as provided in Section 7.2 below.

Price Changes At any time during the term of this Agreement, UT may increase or decrease its Prices for UT Product with notic
DISTRIBUTOR of the effective date of the price change. Any such price change shall not apply to purchase orders submitted pri
the effective date of the applicable price change.

Costs. All costs related to shipping, insuring, packing, handling and delivering UT Product to DISTRIBETaaHity shall be at th
sole expense of UTAIl such costs incurred after the instant of delivery to the Designated Shipment Location shall be the resg
of DISTRIBUTOR.Notwithstanding anything to the contrary in this Agreement, UT may, in its sole discretion, charge DISTRI
for any and all shipping, packing, handling or delivery charges associated with emergency purchase orders, or if DISTRIBU”
three or more orders in a one month period.

Payment Terms; InvoicesDISTRIBUTOR shall make payments for UT Product within sixty (60) days of its receipt of an applicat
invoice from UT. DISTRIBUTOR shall be eligible for a two percent (2%) prompt pay discount if

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 158 of 211



7.5

7.6

7.7

7.8

7.9

8.1

payment is received by UT within thirty (30) days of the date of invoice. All payments shall be made in United States Dollars.

Provision of Invoices to Government Payetdpon the request of any federal or state agency with jurisdiction over claims for
reimbursement of UT Product, DISTRIBUTOR may provide such agency with invoices received from UT that accurately reflect tl
actual charge to DISTRIBUTOR for UT Product purchased pursuant to this Agreement with prompt written notice to UT of such
request.

Overdue Payments|f and for so long as any payment from DISTRIBUTOR to UT or UT to DISTRIBUTOR under this Agreemen
shall be overdue:

€) Interest shall be due and payable at the rate of twelve percent (12%) per annum, or such lower rate as may be the max
legally permissible rate of interest, on all balances outstanding from the first date such payment is due until fully paid;

(b) Each Party shall have the right to recover its collection costs and expenses (including reasonable attorneys’ fees) for la
payments. UT reserves the right to withhold or suspend shipment of UT Product if there is any unsettled or outstanding
balance owed or caused by DISTRIBUTOR to UT and to revoke any credit terms it may offer DISTRIBUTOR; and

(c) Overdue payments automatically forfeit any prompt pay discounts referenced in Section 7.3
Tax Payments Each Party shall pay all taxes, duties, import deposits, assessments and other governmental charges, however
designated, that are now or hereafter imposed upon such Party by any governmental authority or agency in connection with the

performance of its obligations under this Agreement.

Resale Prices The Parties acknowledge that DISTRIBUTOR may offer the UT Product in the Territory at such prices or discour
DISTRIBUTOR, in its sole discretion, may determine.

Drug Formulary. The Parties acknowledge and agree that no payment made pursuant to this Agreement is intended in any way
payment related to a drug formulary or drug formulary activities. The Parties acknowledge and agree that no drug formulary or
formulary activities have been negotiated or discussed between the Parties in connection with this Agreement.

ARTICLE 8: ACCEPTANCE, WARRANTY AND PRODUCTS SUPPORT

Acceptance of UT ProductDISTRIBUTOR shall promptly inspect each shipment of UT Product. In the event of any shortage,
damage, expiration or discrepancy in a shipment of UT Product on the exterior of the shipment of UT Product that is patently ob
DISTRIBUTOR shall promptly report the same to UT and furnish such written evidence or other documentation as UT may reast
request. DISTRIBUTOR shall be deemed to have accepted a shipment and UT shall not be liable for any such shortage, damac
expiration or discrepancy in such shipment unless DISTRIBUTOR provides UT with such notice and substantiating evidence wit
five (5) days of receipt of the UT Product at DISTRIBUTOR’s Designated Shipment Location . Upon receipt of reasonable
substantiating evidence of such shortage, damage or discrepancy, UT shall promptly provide additional UT Product or substitute
products to DISTRIBUTOR.
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Product Warranty UT hereby authorizes DISTRIBUTOR to pass on the UT standard warranty set forth in Attachiment D
DISTRIBUTOR's Customers in the Territory, which may be revised by UT upon written notice to DISTRIBUTOR.

Excluded Claims UT shall not have any additional warranty obligations to DISTRIBUTOR or Customers under Secdibov@. &r
otherwise to the extent that DISTRIBUTOR has made any warranties, oral or written, beyond those expressly set forth in the sta
UT warranty, set forth in Attachmentliereto. DISTRIBUTOR shall not offer its customers any warranties different from or in
addition to those given by UT hereunder.

Limited Warranty. THE WARRANTIES SET FORTH IN THE UT WARRANTY, ATTACHMENT BIERETO, AND THE
OTHER TERMS AND CONDITIONS OF THIS AGREEMENT, ARE IN LIEU OF ALL OTHER WARRANTIES, EXPRESS OR
IMPLIED, WHICH ARE HEREBY DISCLAIMED AND EXCLUDED BY UT, INCLUDING, WITHOUT LIMITATION, ANY
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. THE SOLE AND
EXCLUSIVE REMEDIES FOR BREACH OF UT'S STANDARD WARRANTIES SHALL BE LIMITED TO THE REMEDIES
PROVIDED IN UT'S STANDARD WARRANTIES SET FORTH ON ATTACHMENT BIERETO AND AS OTHERWISE
PROVIDED IN THIS AGREEMENT.

Limited Remedy. UT SHALL NOT BE LIABLE TO DISTRIBUTOR OR ANY OF ITS CUSTOMERS FOR LOSS OR DAMAGE
CAUSED BY DISTRIBUTOR’s DELAY IN FURNISHING THE PRODUCTS UNDER THIS AGREEMENT. UT SHALL NOT BE
LIABLE TO DISTRIBUTOR OR ANY OF ITS AFFILIATES, EMPLOYEES, AGENTS OR CONTRACTORS FOR ANY SPEC
INDIRECT, INCIDENTAL OR CONSEQUENTIAL LOSSES OR DAMAGES, EVEN IF UT SHALL HAVE BEEN ADVISED OF
THE POSSIBILITY OF SUCH POTENTIAL LOSS OR DAMAGE BY DISTRIBUTOR OR SUCH THIRD PARTY.
NOTWITHSTANDING THE FOREGOING, IN CASE OF ANY CONFLICT BETWEEN THE PROVISIONS OF THIS
SECTION AND SECTION 12.3 SECTION 12.3 AND SECTION 12.8HALL CONTROL.

ARTICLE 9: REGULATORY APPROVALS, COMPLIANCE AND AUDITS

Compliance with Applicable Laws UT shall be solely responsible for, and comply with, Applicable Laws governing the regul;
the manufacture, importation, design, testing, inspection, labeling, sale, warning and instructions for use of UT Product in the Te
or otherwise applicable to the performance of its obligations under this Agreement. DISTRIBUTOR shall comply with all Applica
Laws governing its distribution and sale of UT Product in the Territory, or otherwise applicable to the performance of its obligatio
hereunder. Each Party shall comply with Applicable Laws intended to prevent fraud, waste and abuse in federal health care pro
including but not limited to Medicare and Medicaid, and shall conduct its activities hereunder in an ethical and professional mant

Government Inquiries In the event that DISTRIBUTOR receives an inquiry, or similar notice from a government agency or ¢
information or an inspection (aNotice ") which relates to UT Product or this Agreement, DISTRIBUTOR shall: (a) notify and
provide a copy to UT of such Notice promptly within three (3) business days of receipt of such Notice; (b) unless expressly prohi
by the Notice, consult with UT regarding its response to the Notice to determine, among other things, whether any of UT’s
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9.4

Confidential Information shall be disclosed (which in all events shall be subject to DISTRIBUTOR’s obligations specified in Articl
of this Agreement); (c) keep UT informed of the progress of any inspection and provide UT with prior notice of any documents re
to UT Product or UT to be provided to such government entity; and (d) provide UT with a copy of any documents related to |

or UT ultimately produced pursuant to such Notice. Further, DISTRIBUTOR shall provide UT with a summary of the results of a
inspection and such actions, if any, taken to remedy conditions cited in such inspections. DISTRIBUTOR further agrees to coop
with any inspection of a shipment of UT Product by a governmental agency.

Adverse Event Reporting DISTRIBUTOR shall not be responsible for FDA reporting of adverse events. DISTRIBUTOR shall
attempt to warm transfer a caller with potential Adverse Event information to a phone number designated by UT. Otherwise,
DISTRIBUTOR shall notify UT by fax to (919) 313-1297 or e-mail at drugsafety@unither.com immediately, or at the latest within
three (3) business days, of any complaint of a potential Adverse Event from a third party being reported to DISTRIBUTOR. As
directed by UT, such fax or e-mail report sent by DISTRIBUTOR shall include information as required by UT in order to adequat
report such Adverse Event to FDA.

Withdrawal or Recall of Product Any recalls of UT Product shall be conducted in compliance with FDA requirements and the UT
standard operating procedure for recall§T* Recall SOP”) as provided to and accepted by DISTRIBUTOR. DISTRIBUTOR shall
prepare and maintain a written standard operating procedure that provides processes for conducting recall-related activities for |
Product as directed by UT and in accordance with the UT Recall SOP. The decision to recall UT Product shall be made solely t
unless otherwise dictated by a governmental authority. UT shall be responsible for the expenses related to recall activities as de
below, unless the recall results from a breach of any of DISTRIBUTOR'’s representations and warranties under this Agreement c
DISTRIBUTOR's negligence or willful misconduct, in which event DISTRIBUTOR shall be responsible for all of recall-related
expenses. For purposes of this Agreement, the expenses of the activities shall be: (i) the reasonable expenses of notification ar
or destruction (if authorized by UT) of UT Product, (ii) the cost to replace UT Product, (iii) the costs directly associated with the
distribution of replacement UT Product including pharmacist and dispensing labor, cold packs and labels; (iv.) reasonable
communications to Included Patients such as patient letters, patient phone calls and follow-up customer service; (v.) labor assoc
with managing the recall process; (vi.) any expenses associated with dispensing activity missed by DISTRIBUTOR as a result o
provision of product to Included Patients beyond that is necessary to replace recalled product; and (vii.) shipping and insurance
associated with returning recalled UT Product. DISTRIBUTOR and UT shall cooperate fully with one another in conducting any
activity contemplated by this Section 9.Destruction of recalled product shall be conducted in accordance with the recall plan, as
approved by UT under the UT Recall SOP and by any applicable governmental authorities. If instructed by UT, DISTRIBUTOR
return recalled UT Product to UT at UT’s expense within thirty (30) days from completion of the recall and UT shall replace the L
Product recalled or refund the cost of such returned UT Product. Any UT Product returned to UT under this Sehttrb8.ghippe

by common carrier in a manner that preserves the integrity of the UT Product shipped, as instructed by UT. Title to the recalled
Product and risk of loss, theft, destruction or damage to UT Product during shipment as described above shall pass from
DISTRIBUTOR to UT upon delivery of recalled UT Product at UT’s facility. DISTRIBUTOR'’s obligation to insure UT
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Product shall continue with respect to recalled UT Product until UT’s receipt of such recalled UT Product.

Visits by Parties DISTRIBUTOR shall permit UT to visit its place of business and inspect its records, inventories and other rele:
materials and records relating solely to its performance of this Agreement, upon reasonable advance notice and during normal k
hours.

No Returns UT will not accept the return of any UT Product, unless agreed in writing by UT, except if returned pursuant to a re
under Section 9.4bove.

ARTICLE 10: PROPERTY OWNERSHIP; CONFIDENTIALITY

All Confidential Information and other proprietary materials, documents, information, databases, complete and incomplete case |
forms and all data that one PartyDfsclosing Party”) supplies to the other Party Receiving Party”) shall be the sole and exclus
property of the Disclosing Party Disclosing Party Property”). All Confidential Information shall be deemed confidential and
proprietary to the Disclosing Party. During the term of this Agreement and for a period of five (5) years following thereafter, the
Receiving Party shall: (a) not disclose or provide any Confidential Information to any third party, and (b) take reasonable measu
prevent any unauthorized disclosure of Confidential Information by its employees, agents, contractors or consultants during the
hereof including advising such individuals of applicable confidentiality obligations. Upon termination of this Agreement, the |
Party shall return or destroy to the Disclosing Party, at the Disclosing faatyiest and expense, all unused Disclosing Party Prt
except the Receiving Party may keep one (1) copy of such Disclosing Party Property for legal archival purposes.

ARTICLE 11: TRADEMARKS

Trademark License GrantUT hereby grants to DISTRIBUTOR, and DISTRIBUTOR hereby accepts from UT, a nonexclusive,
nontransferable, and royalty-free right and license, during the term of this Agreement, to reproduce and use the UT Trademarks
connection with the distribution, marketing and sale or other distribution of UT Product in the Territory and in accordance with U’
standards and instructions and for no other purpose. DISTRIBUTOR shall not use any other marks or trade names in connectio
the marketing and distribution of UT Product, except that DISTRIBUTOR may use its marks or trade names in a manner consist
with its normal course of business, such as adding a label on the packaging identifying DISTRIBUTOR as a distributor of UT Prc
and such use shall not confer on UT any rights or license in DISTRIBUTOR's marks or trade names. UT may inspect and monit
DISTRIBUTOR's use of the UT Trademarks. DISTRIBUTOR shall not remove or alter any UT trade names, trademarks, copyric
notices, serial numbers, labels, tags or other identifying marks, symbols or legends affixed to any UT Product, documentation or
containers or packages.

Registration In its sole discretion, UT may register the UT Trademarks in the Territory if UT determines that registration is |
or useful to the successful distribution of UT Product. In addition, if UT believes that it is advisable to effect any filing or obtain a
governmental approval or sanction for the use by DISTRIBUTOR of any of UT Trademarks pursuant to this Agreement, the Part
shall cooperate to do so. All expenses relating to the registration of the UT Trademarks in the Territory as well as the making of
filing or obtaining any governmental approvals for the use by DISTRIBUTOR of the Trademarks shall be borne by UT.

11.3

11.4

11.5

Termination of Use Immediately upon termination of this Agreement, DISTRIBUTOR's license and right granted in Section 11.’
shall be revoked and DISTRIBUTOR shall cease and desist from use of any UT Trademark in any manner, other than to liquida
then-existing inventory of UT Product within six months of such termination. DISTRIBUTOR hereby grants to UT or its designee.
the event of such termination, full power of attorney, with the right of substitution, to cancel, revoke or withdraw any government
registration or authorization permitting DISTRIBUTOR to use any UT Trademark in the Territory, and DISTRIBUTOR shall provit
such further documentation and assistance as UT may reasonably request in connection therewith.

Reservation of Rights

€) DISTRIBUTOR acknowledges UT'’s proprietary rights in and to any UT Trademark, subject to the license and right gran
in Section 11.1. DISTRIBUTOR shall not adopt, use or register any words, phrases or symbols that are identical to or
confusingly similar to any UT Trademark and shall not use any UT Trademark as part of DISTRIBUTOR's corporate or t
name or permit any third party to do so.

(b) UT acknowledges DISTRIBUTOR's proprietary rights in and to any of DISTRIBUB@ROemarks. UT shall not adopt,
or register any words, phrases or symbols that are identical to or confusingly similar to any of DISTRIBUTOR's tradema
and shall not use any such trademark as part of UT’s corporate or trade name or permit any third party to do so.

Infringements Each Party shall promptly notify the other Party in writing if it becomes aware of any use in the Territory by any
party of trademark or of any similar mark, which may constitute an infringement of a UT Trademark or DISTRIBUTOR’s tradema
Subject to the provisions of this Article 11Each Party shall have the exclusive right, in its sole discretion, to institute proceedings
against third-party infringers of its trademarks.

ARTICLE 12: INSURANCE AND INDEMNIFICATION
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Insurance DISTRIBUTOR shall maintain in effect during the term of this Agreement a comprehensive general liability polic
may be in the form of primary or excess coverage) in an amount not less than Two Million Dollars ($2,000,000) per occurrence ¢
Three Million Dollars ($3,000,000) in the aggregate. The deductible for such policy shall be no more than One Hundred Thousa
Dollars ($100,000) DISTRIBUTOR agrees to provide UT with a certificate of insurance evidencing compliance with this section
written request of UT.

Claims. For the purposes of this Article #2' Claim ” shall mean any liabilities, damages, costs or expenses, including, without
limitation, reasonable attorneys’ fees arising from any claim, lawsuit, demand or other action by a third party.

DISTRIBUTOR Indemnification of UT Except as provided in Section 12 BISTRIBUTOR shall indemnify, defend and hold
harmless UT, its Affiliates, and their respective officers, directors, employees, agents, successors and assigns from and against
Claim to the extent such Claim relates to or is based on: (a) property damage, personal injury or death resulting from DISTRIBU
negligent or reckless provision or maintenance of UT Product (except to the extent the same results from any wrongful
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act or omission of UT); (b) DISTRIBUTOR's violation of Applicable Laws; or (c) any breach by DISTRIBUTOR of any of its
representations, warranties, covenants or agreements under this Agreement.

UT Indemnification of DISTRIBUTOR for UT ProductExcept as provided in Section 12.3T shall indemnify, defend and hold
harmless DISTRIBUTOR and its Affiliates, and their respective officers, directors, employees, agents and successors and assig|
and against any Claim to the extent such Claim relates to or is based on: (a) property damage, personal injury or death resulting
use of UT Product (except to the extent the same results from any wrongful action or omission of DISTRIBUTOR); (b) UT’s viola
of Applicable Laws; or (c) any breach by UT of any of its representations, warranties, covenants or agreements under this Agre

Indemnification Procedure A Party seeking indemnification under this Article(12ndemnified Party ") shall give prompt written
notice to the indemnifying Party (hdemnifying Party ") of any Claim covered by the indemnification obligations hereunder;
provided, howeverthat a delay in such notice shall not terminate the Indemnifying Party’s indemnification obligations hereunder,
unless such delay shall have materially impaired the defense of such Claim. Such Indemnifying Party shall have sole and exclt
control of the defense of any such Claim, including the choice and direction of any legal quavigdd, howeverif Indemnifying
Party’s choice of legal counsel would be subject to a material conflict of interest under the applicable rules of professional condu
governing such counsel, the Indemnified Party shall not be obligated to waive such conflict and may request separate legal cour
the Indemnifying Party’s expense. The Indemnifying Party may not settle or compromise any such Claim without the written cor
of the Indemnified Party, which consent shall not be unreasonably withheld.

Litigation Support In the event and for so long as an Indemnifying Party actively is contesting or defending against any Claim t
this Article 12, the Indemnified Party shall cooperate with the Indemnifying Party and its legal counsel in the contest or defer
Claim, make available its personnel, and provide such testimony and access to its books and records as shall be reasonably ne
connection with the contest or defense of such Claim, all at the sole cost and expense of the Indemnifying Party.

Subrogation The Indemnifying Party shall be subrogated to the rights of the Indemnified Party against any third party bringing :
Claim, and such Indemnified Party hereby assigns to the Indemnifying Party all claims, causes of action and other rights that the
Indemnified Party may then have against such third party. Conversely, and without in any way limiting the obligation of either Pz
indemnify the other Party as herein provided, to the extent that an Indemnifying Party fails to perform its indemnification obligatic
under_Section 12.8r Section 12.4bove, the Indemnifying Party hereby assigns to the Indemnified Party all claims, causes of actit
and other rights which the Indemnifying Party may then have against any third party with respect to any Claim for which
indemnification is provided hereunder.

ARTICLE 13: ARTICLE 13 JOINT PUBLICITY

Public Disclosure If either Party wishes to make a public disclosure concerning this Agreement or the relationship established
hereunder and such disclosure mentions the other Party by name or description, such other Party shall be provided with an adv:
copy of the disclosure and shall have two (2) business days within which to approve or
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14.3

14.4
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disapprove such use or its name of description (including mention of the name of the Ppoolidgd, however (a) approval shall

not be unreasonably withheld by either Party; (b) failure to respond within two (2) business days shall be deemed approval; and
approval is denied, no disclosure shall use the name of or otherwise describe such Party except to the extent required by Applic
Laws, or the extent that the description of the other Party is limited to public information about the availability of UT Product.

Filings with Securities and Exchange Commissiddotwithstanding the foregoing, each Party acknowledges that both Parties are,
are affiliates of, a publicly traded company and each Party hereby consents to the disclosure of this Agreement and the relations
between the Parties in their respective filings with the Securities and Exchange Commission and disclosures to their stockholder
provided, howeverthat each Party shall use commercially reasonable efforts not to disclose the specific financial terms and conc
of this Agreement except when such disclosure is required by Applicable Laws or by this Agreement.

ARTICLE 14: FORCE MAJEURE

Notice. A Party affected by an event of Force Majeure shall promptly provide the other Party with written notice describing
its cause and foreseeable duration, and its possible consequences upon performance under this Agreement.

Suspension of PerformanceAfter an affected Party has given notice under Section, 1bat Party shall be relieved of any
performance obligation under this Agreement for obligations which the Force Majeure event prevents, but only to the extent and
for so long as the Force Majeure prevents performance. The other Party may likewise suspend the performance of all or part of
obligations, except for the obligation to pay any amount due and owing and those obligations specified in Sectioof tisi(c)
Agreement. Notwithstanding the foregoing, UT shall use Commercially Reasonable Efforts to allocate available UT Product to
DISTRIBUTOR at least in proportion to DISTRIBUTOR'’s historical purchases.

Substitute Performancelf DISTRIBUTOR is delayed by an event of Force Majeure, UT shall, at its sole option, allow a third
cover the services related to the distribution of UT Product that DISTRIBUTOR was unable to complete due to its delay and suc
party shall receive the fees DISTRIBUTOR would have received during its period of delay.

Termination. If the period of Force Majeure continues for more than sixty (60) days, either Party may terminate this Agreement
giving notice to the other Party without incurring liability other than the obligation to make payments due up to and including sucl
of termination.

ARTICLE 15: TERM AND TERMINATION

Term. The initial term of this Agreement shall begin on the Effective Date and shall continue in force for one (1) year from the
Effective Date. Thereafter, this Agreement shall automatically renew for additional periods of one (1) year each, unless either of
Parties shall have given the other Party written notice of its non-renewal of this Agreement no later than ninety (90) days prior to
end of the initial or any renewal term hereof.
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Termination. This Agreement may be terminated prior to the expiration of the then current term as follows:

(@)

(b)

(©

(d)

()

(f)

Either Party may terminate this Agreement immediately upon written notice to the other Party if the other Party files

of any type as to its bankruptcy, is declared bankrupt, becomes insolvent, makes an assignment for the benefit of credit
goes into liquidation or receivership, a proceeding is commenced against it which will substantially impair its ability to
perform hereunder or such Party otherwise loses legal control of its business;

Either Party may terminate this Agreement upon the occurrence of a material breach by the other Party (including, but 1
limited to, DISTRIBUTOR's failure to promptly pay sums owing to UT), which breach has not been cured within thirty (3(
days of written notice of such breach from the non-breaching Party;

Either Party may terminate this Agreement upon written notice if an event of Force Majeure continues for more than six
(60) days as provided in Section 15.4

The Parties may agree in writing to terminate this Agreement for their mutual convenience at any time and for any reas
subject to such terms and conditions as they may then adopt;

EitherParty may terminate this Agreement at any time, with or without cause, by written notice to the other Party, w
be effective one hundred and eighty days (180) days after its date; and

If at any time in the future, a change in the reimbursement of UT Product or legal requirements of payers would (a) req
the Parties to renegotiate or alter significant terms of this Agreement, or (b) result in a substantial adverse change in the
respective financial benefits or burdens accruing to any Party under the terms of this Agreement, then upon written requ
either Party in the case of (a), or the affected Party in the case of (b), the Parties shall endeavor in good faith to renegot
modify the terms of this Agreement to comply with such new requirements or avoid such substantial adverse change. If
Parties are unable to agree to such modifications within one hundred twenty (120) days of receipt of the written request,
either Party (in the case of (a)), or the adversely affected Party (in the case of (b)) may terminate this Agreement immed
upon expiration of the one hundred twenty (120) day period.

Partial Termination In the event that either Party shall have the right pursuant to the provisions of Sectiortdrnihate this

Agreement in its entirety, that Party may elect, in its sole discretion, to terminate this Agreement solely as it applies to a portion ¢
Territory, or, if applicable, any category of Customer.

Rights and Obligations on Terminatiorif this Agreement is terminated for any reason, the Parties shall have the following rig

obligations:

(@)

Termination of this Agreement shall not release either Party from the obligation to make payments of all amounts then «
thereafter due and payable, and shall not release UT from its obligations to provide UT Product to DISTRIBUTOR at
DISTRIBUTOR'’s request to service its existing patients as of the effective termination date and until such existing pi
transitioned to another
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16.1

16.2

16.3

16.4

distributor. DISTRIBUTOR and UT shall use their Best Efforts to achieve such transition as expeditiously as possible aft
effective termination date;

(b) Each Party’s respective obligations of confidentiality under ArticlariBrecord retention under Article §Ball survive as
provided in such articles;

(© Each Party’s respective obligations under Section P8yment Terms; Invoices,” Section 9.Zompliance with Laws,’ the
indemnification provisions of Article 12this Article 16and Article 17, ‘Dispute Resolution,5hall survive termination of th
Agreement; and

(d) UT shall cause other entities to undertake, or shall otherwise relieve DISTRIBUTOR of its obligations and all costs |
all PAP Patients, and shall complete such transition or relief with respect to such patients no later than one hundred anc
(180) days from the termination date. DISTRIBUTOR agrees to use its Best Efforts to cooperate with such transfer.

ARTICLE 16: DISPUTE RESOLUTION

Negotiation. The Parties agree to consult and negotiate in good faith to try to resolve any dispute, controversy or claim that aris
of or relates to this Agreement. Except as provided in Section h6.®rmal dispute resolution shall be used by either Party unless
and until senior executive officers of each Party shall have attempted to meet in person to achieve such an amicable resolution.

Reservation for Litigation Notwithstanding Section 16ilow, each Party expressly reserves the right to seek judicial relief from
court of competent jurisdiction if the other Party is or appears to be in violation of such other Party’s obligations of non-use and r
disclosure under Article 18bove and each Party expressly reserves the right to seek injunctive or similar equitable relief for any
violation or breach hereunder.

Arbitration. Subject to the reservation of the Parties under Sectiorath6\2, any dispute, controversy or claim that arises out of or
relates to this Agreement that is not resolved under Sectiorsfisilllbe settled by final and binding arbitration in accordance with the
Commercial Arbitration Rules of the American Arbitration AssociatioAAA ") in effect on the Effective Date, as modified by
Section 16.4elow. Judgment upon the award rendered by the arbitrators may be entered in any court of competent jurisdiction.
place of arbitration shall New York, New York, U.S.A. The arbitration shall be conducted in the English language by three (3) ne
arbitrators selected by mutual agreement of the Parties or, if that is not possible within thirty (30) days of the initial demand for s
arbitration, by the AAA.

Special Rules Notwithstanding any provision to the contrary in the AAA’s rules, the Parties hereby stipulate that any arbitration
hereunder shall be subject to the following special rules:

€) Each Party shall have the right to request from the arbitrators, and the arbitrators shall order upon good cause shown,
reasonable and limited pre-hearing discovery, including (i) exchange of witness lists, (ii) depositions under oath of name
witnesses, (iii) written interrogatories, and (iv) document requests;
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18.1

18.2

18.3

(b) Upon conclusion of the pre-hearing discovery, the arbitrators shall promptly hold a hearing upon the evidence to be pre
by the Parties and shall promptly render a written opinion and award;

(©) The arbitrators may not award or assess punitive damages against either Party; and
(d) Each Party shall bear its own costs and expenses of the arbitration and one-half (1/2) of the fees and costs of the arbitr
subject to the power of the arbitrators, in their sole discretion, to award all such reasonable costs, expenses and fees to

prevailing Party.

ARTICLE 17: RECORDS

During the term hereof and for three (3) years thereafter, or such longer period as may be required by Applicable Laws,
DISTRIBUTOR shall maintain accurate records as required to meet Applicable Laws. Except as otherwise required by Applicab
Laws, DISTRIBUTOR shall provide UT with access to any reasonably requested documentation related solely to this Agreemen:
during reasonable business hours. UT shall give DISTRIBUTOR seven (7) days’ prior written notice of such examinations, whic
not occur more than once annually, and such examinations shall be undertaken only to such extent necessary to verify that the
DISTRIBUTOR has complied with the terms of this Agreement.

ARTICLE 18: ARTICLE 18 GENERAL PROVISIONS

Entire Agreement This Agreement constitutes the entire agreement of the Parties with respect to the subject matter hereof an
supersedes all the Parties’ previous or contemporaneous correspondence, term sheets, understandings, agreements and repre:
oral or written between the Parties.

Assignment Neither Party shall assign or otherwise transfer its rights or obligations under this Agreement except with the prior
written consent of the other Party, which shall not be unreasonably withheld or deleayeded, howeverthat no such consent shall
be required and either Party may transfer all rights and obligations arising hereunder to an entity if it is: (a) an Affiliate; (b) the
successor in interest by reason of sale, merger or operation of law; or (c) has acquired all or substantially all of the assets and b
Any unauthorized attempted assignment or delegation shall be null and void and of no force or effect.

Subcontracting DISTRIBUTOR shall not, without the prior written approval of UT, appoint any distributors or agents to act o
of DISTRIBUTOR (collectively, “Sub-Distributors ") to distribute UT Product within the Territory, other than any of its Affiliates.
DISTRIBUTOR shall at all times remain fully liable for the performance of any approved Sub-Distributors and DISTRIBUTOR sh
provide UT with a written acknowledgement executed by each Sub-Distributor that it has read this Agreement and agrees to be
by its terms and conditions, including those contained in the attachments hereto. Notwithstanding the forgoing, DISTRIBUTOR r
subcontract portions of certain limited functions and responsibilities of this Agreement, provided that the subcontractor performs
manner conforming to this Agreement, subcontractor enters into a confidentiality agreement no less extensive than required by t
Agreement; and DISTRIBUTOR retains full responsibility and liability for the performance of the subcontracted service. At no tir
shall DISTRIBUTOR subcontract
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18.4

18.5

18.6

18.7

all or substantially all of any given function to a third party without the prior written consent of UT.

Amendment This Agreement may not be modified or amended, in whole or in part, except by a written agreement signed by b
Parties, and specifically stating that it modifies or amends this Agreement.

Severability. If one or more of the provisions of this Agreement is subsequently declared invalid or unenforceable, this Agreem
shall be treated as though that provision were not in this Agreement, and this shall not affect the validity or enforceability of the
remaining provisions of this Agreement (unless those provisions that are invalidated or unenforceable are clearly material and
inseparable from the other provisions). The Agreement as modified shall be applied and construed to reflect substantially th
intent of the Parties and to achieve the economic effects originally intended by the terms hereof.

Notices; Language Except as may be otherwise provided in this Agreement, any notice, demand or request given, made or req
to be made shall be in writing and shall be effective, unless otherwise provided herein, either (a) when delivered in person to the
Party, or (b) on the same business day that it is transmitted by facsimile to the facsimile number (s) set forth below, with electror
confirmation of receipt, if transmitted prior to 5:00 p.m. Eastern time on such business day, or on the first business day following
transmission if transmitted after 5:00 p.m. Eastern Time or if transmitted on a day other than a business day; provided a hard co
deposited within one (1) day after such transmissions in the U.S. mail, postage prepaid, and addressed as set forth below for no
U.S. mail; or (c) on the third business day following its deposit in the U.S. mail, postage and addressed as follows:

If to UT: United Therapeutics Corporatis
1110 Spring Stree
Silver Spring, Maryland 2091
Attention: John Ferrari, Chief Financial Offic
Telefax: 30-60€-9291

With a copy to

United Therapeutics Corporati

1735 Connecticut Ave. N\

Washington, DC 2000

Attention: Paul Mahon, EVP & General Coun
Telefax: 20:-482-4005

If to DISTRIBUTOR: Accredo Health Grou
1640 Century Center Parkw.
Memphis, TN 3813:
Attention: Michael R. Hess, Chief Counsel Accre
Telefax: 90-261-6840

Waiver. Either Party’s failure or delay in exercising any remedy for default shall not be deemed a waiver of that or any subseqt
defaults of that provision or of any other provision hereof. No waiver shall be effective unless made in writing with specific refere
to the relevant provision(s) of this Agreement and signed by a duly authorized representative of the Party granting the waiver.
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18.8

18.9

18.10

18.11

18.12

18.13

18.14

18.15

Counterparts This Agreement shall be executed in two (2) or more counterparts in the English language, each of which shall be
deemed an original, which taken together shall constitute one and the same instrument.

Governing Law. Except as provided by federal law, this Agreement shall be governed by, and interpreted and construed in
accordance with, the laws of the State of New York, excluding (a) any conflict-of-laws rule or principle therein contained under w
any other law would be made applicable

Relationship. This Agreement does not make either Party the employee, agent or legal representative of the other Party for any
purpose whatsoever. Neither Party is granted any right or authority to assume or to create any obligation or responsibility, expre
implied, on behalf of or in the name of the other Party. In fulfilling its obligations pursuant to this Agreement each Party shal
as an independent contractor and shall not be deemed to have formed any partnership, joint venture or other relationship

Headings The headings contained in this Agreement are for reference purposes only and shall not affect in any way the mean
interpretation of this Agreement.

Signature Authority Each signatory to this Agreement has signature authority and, is empowered on behalf of his or her respec
Party to execute this Agreement.

Cumulative Remedies Except as expressly provided in this Agreement, and to the extent permitted by Applicable Laws, any
remedies described in this Agreement are cumulative and not alternative to any other remedies available at law or equity.

Anti-Kickback Law Compliance Each party agrees that it shall not violate the federal anti-kickback statute, set forth at 42 U.S.C
1320a-7b(b) (“Anti-Kickback Statute”), the federal “Stark Law,” set forth at 42 U.S.C § 1395nn, or the Public Contracts Anti-Kickk
Law with respect to the performance of its obligations under this Agreement. The Parties intend to treat all discounts (including, |
limited to, prompt payment discounts) payable by UT hereunder as “discounts or other reductions in price” pursuant to the Anti-
Kickback Statute, and to comply with the discount safe harbor set forth at 42 C.F.R. § 1001.952(h). Accordingly, the Parties ag
that: (i) DISTRIBUTOR shall, as appropriate, disclose all discounts received hereunder to representatives of Medicare, Medicaic
governmental authority, and Federal health care programs (as defined under 42 U.S.C. 1320a-7b(f)) (collectively, “governmenta
entities”) upon request in accordance with 42 C.F.R. 1001.952(h); and (ii) UT shall, if required and as appropriate, properly repo
discounts paid hereunder to the appropriate governmental entities for purposes of determining “Best Price” under the Medicaid r
program and for purposes of determining AMP or ASP under Medicare, if applicable. During the Term of this Agreement, each F
shall take all actions necessary and appropriate to ensure that it complies with all Applicable Laws, including, without limitation, -
Anti-Kickback Statute, the Stark Law and HIPAA as set forth above; and any laws and regulations relating to the terms of this
arrangement as required. In addition, Accredo is subject to Medco Health Solution’s Code of Conduct and its policies and proce
relating to compliance with the above-named laws. These polices and procedures, along with the Code of Conduct, are available
Medco’s internet site (www.medco.com).

HIPAA Compliance. DISTRIBUTOR shall only provide information to UT in a manner consistent with the Health Insurance
Portability and Accountability Act of 1996, as amended, 42 U.S.C. § 1320d, et seq., and the implementing regulations promulgat
thereunder (collectively referred to herein a$lPAA ). Accordingly, the Parties agree
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that DISTRIBUTOR shall only provide UT with information that is de-identified in accordance with HIPAA’s de-identification
provision, 45 C.F.R. 8 164.514(b)(2), unless DISTRIBUTOR: (i) has on file a valid, HIPAA-compliant authorization for each patie
whose protected health informationRHI ") is sought to be disclosed; or (ii) authorization is not required under Applicable Laws in

order to disclose the PHI.

18.16  Nothing herein shall be construed to limit DISTRIBUTOR from entering into other agreements with other manufacturers or
wholesalers that allow DISTRIBUTOR to dispense products that compete withRgdducts. Notwithstanding the preceding sentt
DISTRIBUTOR warrants and represents that it will not disparage UT or UT Product

18.17  Each Party shall promptly notify the other Party upon learning of any activity that appears to improperly or inappropriately portr:

affect the other Party, its products or Affiliates.

18.18 The Parties do not intend for this Agreement to benefit any Third Party and, therefore, there are no third party beneficiaries to tl

Agreement.

IN WITNESS WHEREOF , the Parties have caused this Agreement to be executed by their duly authorized representatives as ¢

Effective Date.

UNITED THERAPEUTICS
CORPORATION

By /s/ Jay A. Watsol

ACCREDO HEALTH GROUF

By /s/ Michael R. Hes

Jay A, Watson, Pharm.I
Vice President, Strategic Operatic
and Logistics

Michael R. Hes:
Chief Counsel, Accred

Attachment A

Prices
UT Product
UT Product Name NDC Strength Price
Tyvaso Starter Ki 66302-20€-01 0.6 mg/ml TBA
Tyvaso R-Supply Kit 6630:-20€-02 0.6 mg/ml TBA
Tyvaso Supplemental Refill (4¢ 6630:-20€-03 0.6 mg/ml TBA

NDC 6630:-206-01 Tyvaso Starter Kit includes:
* 28 ampoules of Tyvaso
* 2 Sets of Autoclavable Parts
* 2 Tyvaso Inhalation Devices
2 AC Power Adapters
» 1 Rechargeable Battery Pack
1 Car Power Cord
e 1 Leather Carrying Case
* 32 Medicine Cups
* 64 Filter Membranes
* 1 Nose Clip
e 1 Measuring Cup
» 1 Safety Box
* 2 Sets of Safety Plugs

NDC 6630:-206-02 Tyvaso Re-Supply Kit includes

e 28 ampoules of Tyvaso

. 1 Set of Autoclavable Parts
« 32 Medicine Cups

. 64 Filter Membranes

NDC 6630:-206-03 Tyvaso Supplemental Refill includes

* 4 ampoules of Tyvaso

UT shall notify the DISTRIBUTOR in writing of any change (and the amount of the change) in the Price of any respective UT Prod
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the term of this Agreement in the same time and manner as it notifies other similarly situated distributors.

UT shall provide DISTRIBUTOR with a current list of Tyvaso prices to Discounted Entities, including FSS prices, Federal Ceiling Prices,

prices to section 340B entities, and shall promptly notify Distributor of any and all changes in such prices as well as the effective dates o
changes.
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Attachment B
UT Trademarks Logotypes and Trade Names
UNITED THERAPEUTICS
UNITED THERAPEUTICS CORPORATION LOGO
REMODULIN

MEDICINES FOR LIFE
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Attachment C
Patient Assistance Program Guidelines

The PAP will be administered in accordance with UT SOPs that will require at a minimum the activities described in this Agreement and
Attachment C DISTRIBUTOR is responsible for collecting the necessary patient demographics, financial, and clinical information and the
oversight of the completion of the PAP enrollment form application. In addition, the DISTRIBUTOR will follow these guidelines and a
SOPs (as developed by UT) and will make the necessary decisions for patient acceptance into the PAP. DISTRIBUTOR will maintain a «
and retrievable record of all communications, correspondence, and activities related to the PAP including dispensing of UT Product, sup
and equipment without charge to the PAP Included Patient, and will use reasonable attempts to aid in securing third party payer ben
PAP Included Patient where applicable. In addition, DISTRIBUTOR shall take all necessary steps to preserve the confidentiality of Incluc
Patient information gathered under the PAP in accordance with all federal, state and local laws relating to patient privacy, except as sucl
confidentiality may otherwise be expressly waived by Included Patients. If and when Included Patients are presented to DISTRIBUT

not meet the designated UT criteria, then DISTRIBUTOR will consult with UT prior to any decision regarding PAP acceptance.

IndigentPatients

Included Patients who meet the UT PAP criteria for indigent patients will qualify for the PAP for a period up to one (1) year from the date
acceptance into the PAP. DISTRIBUTOR will reevaluate Included Patient household income information, health insurance status, and ©
pocket medication and supply expenses each quarter to assure continued eligibility. At the end of the one (1) year period, the PAP InclL
Patient will be required to re-enroll (as they did with the initial application) and provide proof of income or lack of third party payer inform:
eligibility.

Underlnsured/ GAP’ Coverage Patients

Included Patients who meet the under-insured/GAP coverage patient criteria will qualify for the PAP for a period up to a maximum of six
(6) months or until he/she is able to obtain third party payer or similar reimbursement capabilities (whichever comes first). DISTRIBUTO
reevaluate Included Patient household income information, health insurance status, and out-of-pocket medication and supply expenses
quarter to assure continued eligibility.

Potential Exhaustion of Insurance Coverage

Included Patients who meet the PAP criteria for potential exhaustion of insurance coverage will qualify for the PAP program for a period
one (1) year from the date of acceptance into the PAP, except that eligibility will terminate at any earlier time that the Included Patient ok
new source of insurance coverage (including supplemental coverage) and no longer meets the applicable criteria. DISTRIBUTOR will
reevaluate Included Patient household income information, health insurance status, and out-of-pocket medication and supply expenses
guarter to assure continued eligibility.

Further DISTRIBUTOR Responsibilities:

DISTRIBUTOR will use Best Efforts to secure all information to support eligibility of PAP Included Patients PRIOR to any commitments f
start of care. However, it may not always be possible to secure all information in the event of a medical need which could cause delays v
start of care. Therefore, DISTRIBUTOR may obtain at the very minimum a completed and
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signed enroliment form and use its best judgment as to the Included Patient’s eligibility for acceptance prior to receiving all required supj
documentation. This will constitute a 28-30 day grace period for which the DISTRIBUTOR will not be liable for UT Product, pumps/devic
and supporting pump/device supplies from the initial start of care for a PAP Included Patient. At the end of the grace period, UT will |

or reimburse for additional UT Product (or related supplies) unless DISTRIBUTOR obtains the required supporting documentation and
determines that the PAP Included Patient is eligible for the PAP.
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Attachment D
UT Warranty

UT warrants that all of its Product shall as of the date such Product arrives at DISTRIBUTOR'’s Designated Shipment Location: (i) be fres
defects in design, material and workmanship; (ii) be in compliance with all applicable law and regulation, including without limitation all
regulatory requirements of the FDA, including those related to the adulteration or misbranding of Product within the meaning of Sect
502 of the Food Drug and Cosmetics Act; (iii) not be articles which may not be introduced into interstate commerce pursuant to the r

of Sections 505, 514, 515, 516 or 520 thereof; (iv) be manufactured in accordance with current FDA Good Manufacturing Practice as rec
by 21 C.F.R. 210 and 820; (v) are fit for the ordinary purposes for which such Products are intended; and (vi) are not infringing upon the

or trademarks of any third party.

Attachment E

Designated Shipment Locations and Designated Storage Locations

Name/Address/Phone/Fa:

Name/Address/Phone/Fa:

Name/Address/Phone/Fa:

Accredo Health Group, In

2100 Riverchase Center, Suite 405
Hoover, AL 35244

205-987-0778

800-442-7202

20£-987-0332 (Fax)

Accredo Health Group, Inc.

10400 North 28" Avenue, Suite 120

Phoenix, AZ 85021
602-944-1199
800-232-1199
602-944-1787 (Fax)

Accredo Health Group, Inc.

1831 Commerce Street, Suite 104
Corona, CA 92880
951-737-2355

800-622-1820

951-737-2553 (Fax)

Accredo Health Group, In

1660 Riverside Drive, Suite 101
Los Angeles, CA 90031
323-953-4500

888-709-6004

32:-665-5123 (Fax)

Accredo Health Group, Inc.
3069 Research Drive
Richmond, CA 94806
510-223-1360
800-842-3399
51(-75&-1235 (Fax)

Accredo Health Group, Inc.

361 Iverness Drive South, Suite F
Englewood, CO 80112
303-799-6550

800-488-0290

303-79¢-6551 (Fax]

Accredo Health Group, In

5249 N.W. 339 Avenue, Bldg. 6
Ft. Lauderdale, FL 33309-6301
954-777-1685

800-955-5909

954-73(-0129 (Fax]

Accredo Health Group, Ini
5300 Oakbrook Parkway, Suite 320

Accredo Health Group, In
12900 Foster, Suite 120
Overland Park, KS 66213
913-339-7100
800-569-5451
913-33¢-7440 (Fax;

Accredo Health Group, Inc.

2115 Stanley Gault Parkway, #150
Louisville, KY 40223
502-244-2400

800-553-8832

502-244-5590 (Fax;

Accredo Health Group, Inc.

520 EImwood Park Blvd. Suite 145
Jefferson, LA 70123-6827
504-731-6113

800-250-5278

504-731-6112 (Fax;

Accredo Health Group, In
261 Cedar Hill Street, Bldg. C
Marlboro, MA 01752
508-460-9813

800-343-9813

50€-46(-0072 (Fax;

Accredo Health Group, Inc.
39625 Lewis Drive, Suite 800
Novi, Ml 48377
248-489-0300

800-688-2024

24€-48¢-1126 (Fax;

Accredo Health Group, Inc.
2915 Waters Road, Suite 109
Eagan, MN 55121-1562
651-681-0885

800-955-3121

651-681—0977 (Fax]

Accredo Health Group, In
749 Goddard Avenue
Chesterfield, MO 63005
636-530-1514
800-285-7384
63€-53(-1508 (Fax;

Accredo Health Group, In
4000-E Spring Garden Street

Accredo Health Group, In
45 Route, 46 East, Suite 609
Pine Brook, NJ 07058
973-276-0794
800-549-2654

973-27€-0998 (Fax

Accredo Health Group, Inc.
11A Commerce Way
Totowa, NJ 07512
973-256-1870
800-526-5113
973-25€-5346 (Fax;

Accredo Health Group, Inc.
505 East Capovilla, Suite 103
Las Vegas, NV 89119
702-895-8990

800-234-7044

702-895-8992 (Fax;

AHG of New York, Inc.
500 Executive Blvd.
Elmsford, NY 10523-1109
914-592-0333
800-680-6843
914-592-5859 (Fax

Accredo Health Group, Inc.
4901 West Reno Rd, Ste 950
Oklahoma City, OK 73127
405-942-3961

800-999-9376

40E-94¢-2689 (Fax;

Home HealthCare Resources, Inc.
800 Clarmont Avenue

Bensalem, PA 19020
215-245-7003

800-626-4427

21E-245-9038 (Fax;

Accredo Health Group, In
3000 Ericsson Drive, Ste 100
Warrendale, PA 15086 -7502
724-772-6000

888-200-2811

724-742-2450 (Fax;

Accredo Health Group, In
1620 Century Center Parkway, Ste 109
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Norcross, GA 3009
770-935-2510
800-310-7995
80(-554-5545 (Fax)

Accredo Health Group, In
2415 Heinz Road

lowa City, IA 52240-2661
319-354-7844
800-288-3752
31¢-354-6808 (Fax;

Accredo Health Group, In

650 West Grand Avenue, Suite 102
Elmhurst, IL 60126

630-249-7390

800-753-5554

63(-27¢-8464 (Fax)

BioPartners in Care, Inc.
11411 Strangline Road
Lenexa, KS 66215
913-451-2919
800-662-2922
913-451-2939 (Fax)

Accredo Health Group, Inc.
14111 Strang Line, Suite A
Lenexa, KS 66215
913-451-2919
913-451-2939 (Fax)

Greensboro, NC 27407
336-854-3128
800-887-9253
33€-854-3147 (Fax,

Accredo Health Group, In
7866 Thorndike Road
Greensboro, NC 27409
336-393-0555
800-866-0566
86€-832-3709 (Fax;

Hemophilia Resources of America, I
4000-E Spring Garden Street
Greensboro, NC 27407
336-854-3128

800-887-9253

33€-854-6033 (Fax]

Accredo Health Group, Inc.
422 E. Gallimore Dairy Road
Suite A

Greensboro, NC 27409-9725
336-393-0555

86€-832-3709 (Fax;

Accredo Health Group, Inc.

11329 — P Street, Suite 118 & 119
Omaha, NE 68137

402-597-2330

800-569-5451

402-597-2333 (Fax;

Memphis, TN 38134
901-385-3600
800-235-8498
901-38E-3780 (Fax;

Accredo Health Group, In
201 Great Circle Road
Nashville, TN 3722¢
615-352-2500
800-800-6606
61£-85C-5100 (Fax;

Accredo Health Group, In
9307 Kirby Drive
Houston, TX 77054
713-791-1552
800-878-7690
715-791-9411 (Fax;

Accredo Health Group, Inc.

4343 West Royal Lane, Suite 124
Irving, TX 75063

972-929-6800

800-878-1254

972-92¢-6945 (Fax;

Accredo Health Group, Inc.
3488 South Main Street
Salt Lake City, UT 84115
801-832-0222
800-729-5984
801-832-0333 (Fax;
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Name/Address/Phone/Fax

Name/Address/Phone/Fax

Name/Address/Phone/Fax

Accredo Health Group, Inc.
4125 Lafayette Drive, Suite 400
Chantilly, VA 20151
703-817-7707

800-366-1824

88€-44E-4581 (Fax]

Accredo Health Group, In
22623 — 68" Avenue South
Kent, WA 98032
253-872-2121

800-647-2448

25:-872-5663 (Fax|

Critical Care Systems, Inc.

4100 Colonnade Parkway, Suite 175
Birmingham, AL 35243
205.969.1006

205.969.1107 (Fax)

Critical Care Systems, Inc.
820 S. University Boulevard
Suite D-E, Building 1
Mobile, AL 36609
251.344.4452
251.344.4451 (Fa»

Critical Care Systems, In

4645 S. Ash Avenue, Suite 1-6
Tempe, AZ 85282
480.897.2927

480.897.8533 (Fax)

Critical Care Systems, Inc.

5880 North La Cholla Blvd, Suite 126
Tucson, AZ 85741

520.297.1351

520.297.5760 (Fax)

Critical Care Systems, In
1326 W. Winton Avenue
Hayward, CA 94545
(San Francisco)
510.670.1384
510.670.0879 (Fav

Critical Care Systems, Inc.
1950 Rosaline Avenue, Suite C
Redding, CA 96001
530.241.4727

530.241.4600 (Fa»

Critical Care Systems, Inc.
14661 Myford Road, Suite B
Tustin, CA 92780
(LA/Orange County)
714.508.2990
714.508.2992 (Fa»

Critical Care Systems, In
176 Bolton Road
Vernon, CT 06066

Critical Care Systems, Inc.
2985 Gateway Drive, Suite 150
Norcross, GA 3007

(Atlanta)

770.209.9728

770.209.9695 (Fay

Critical Care Systems, In

12301 W. Explorer Drive, Suite 126
Boise, ID 83713

208.322.8868

208.322.3330 (Fax)

Critical Care Systems, Inc.
655 W. Grand Ave
Elmhurst, IL 60126
(Chicago)

630.833.3427
630.833.8020 (Fa»

Critical Care Systems, Inc.
3700 Vanguard Drive, Suite D
Fort Wayne, IN 46809
260.747.0552

260.747.2126 (Fax)

Critical Care Systems, In
5648 West 74  Street
Indianapolis, IN 46278
317.291.1700
317.291.1777 (Fax)

Critical Care Systems, Inc.
11382 Aurora Avenue
Urbandale, IA 50322
(Des Moines)
515.276.1660
515.276.1933 (Fa»

Critical Care Systems, In
8053 Bond Street
Lenexa, KS 66214
(Kansas City)
913.894.0090
913.894.0095 (Fa»

Critical Care Systems, Inc.
10 Donald B. Dean Drive
S. Portland, ME 04106
207.775.3600
207.775.3636 (Fav

Critical Care Systems, Inc.

806 Cromwell Park Drive, Suite N
Glen Burnie, MD 21061
(Baltimore)

410.768.0711

410.768.0712 (Fa»

Critical Care Systems, In
191 Bay State Drive
Braintree, MA 02184

Critical Care Systems, Inc.
3631 44" Street, Suite C
Grand Rapids, Ml 49512
616.458.1400
616.458.1481 (Fax)

Critical Care Systems, In

46998 Magellan Drive, Suite 300
Wixom, MI 48393

(Detroit)

248.960.8095

248.960.9172 (Fa»

Critical Care Systems, Inc.
1850 Lackland Hill Parkway
St. Louis, MO 63146
314.991.2400
314.991.2401 (Fax)

Critical Care Systems, Inc.

505 East Capovilla Ave, Suite 103
Las Vegas, NV 89119
702.992.4007

702.992.4015 (fax)

Critical Care Systems, In
5401 Longley Lane
Building B, Suite 34
Reno, NV 89511
775.829.2100
775.829.2151 (Fa»

Critical Care Systems, Inc.

10 Commerce Park North, # 4
Bedford, NH 03110
603.625.8880

603.625.8881 (Fax)

Critical Care Systems, In

20 World’s Fair Drive, Unit D
Somerset, NJ 08873
732.748.4690

732.748.4695 (Fax)

Critical Care Systems, Inc.
15 Technology Place, Suite 2
East Syracuse, NY 13057
315.434.1980

315.434.1985 (Fa»

Critical Care Systems, Inc.
215J Industrial Avenue
Greensboro, NC 27406
336.273.2993
336.273.2994 (Fax)

Critical Care Systems, In
6185 Shamrock Court
Dublin, OH 43016
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(Hartford)
860.872.9337
860.872.9155 (Fa»

Critical Care Systems, Inc.
4854 Woodbine Road, Suite 5
Pace, FL 32571

(Pensacola)

850.994.2333

850.994.0650 (Fa»

Critical Care Systems, Inc.

3901 Columbia Avenue, Suite 100
Linwood, PA 19061

(Philadelphia)

610.485.9900

610.485.9903 (Fa»

(Boston South)
781.843.6688
781.843.4719 (Fa»

Critical Care Systems, Inc.

1 North Avenue
Burlington, MA 01803
(Boston North)
781.270.5565
781.270.5575 (Fa»

Critical Care Systems, Inc.

246 Boston Turnpike
Shrewsbury, MA 01545
(Boston West)
508.363.3665
508.363.3666 (Fa»

(Columbus)
614.791.8700
614.791.0754 (Fa»

Critical Care Systems, Inc.
6380 Flank Drive, Suite 600
Harrisburg, PA 17112
717.540.6800
717.540.6805 (Fax)

Critical Care Systems, Inc.
3243 Old Frankstown Road
Pittsburgh, PA 15239
724.325.9977
724.325.9949 (Fax)
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Name/Address/Phone/Fax

Name/Address/Phone/Fax

Name/Address/Phone/Fax

Critical Care Systems, Inc.

253 Benner Pike, Suite D
State College, PA 16801
814.867.4100
814.867.4004 (Fa»

Critical Care Systems, Inc.

70 Catamore Boulevard
E. Providence, Rl 02914
401.435.4030
401.435.4035 (Fa»

Critical Care Systems, Inc.
1801 Royal Lane, Suite 1006
Dallas, TX 75229
214.574.4700

214.574.8700 (Fa»

Critical Care Systems, Inc.
900 S. Loop West, Suite 170
Houston, TX 77054
713.440.0200

713.440.0400 (Fa»

Critical Care Systems, Inc.

2233 S. Presidents Drive, Suite B
Salt Lake City, UT 84120
801.978.9600

801.978.0020 (Fa»

Critical Care Systems, Inc.
527B Branchway Road
Richmond, VA 23236
804.378.8005
804.378.8043 (Fa»

Attachment F

Inventory Data Reports

The following reports will be completed timely as indicated herein and provided to UT Management via electronic mail in Microsbft Word
Excel® file formats or comma delimited CSV ) files and without cost or fee charges to UT.
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DEFINITIONS

Reports

Written reports as described in this Attachment F.

Patient Starts

The initiation of commercial Product on an Included Patient for treatment.

Patient Discontinuations

When UT Product is no longer required by the Included Patient for any variety of medical or physical reasons.

Patient Assistance Program (PAI

A US based program for Included Patients receiving UT Product who are either indigent, under insured, or in jeopardy of losing insu
therapy costs. The program allows for access to Product at no charge and demonstration of financial hardships through an enrollment pi
required prior coverage. US Distributors are designated administrators of the program on behalf of UT in accordance with this Agreemer
Product Forecast:

Non-binding detailed reports by product size with reasonable estimates of use over a period of no less than 12 calendar months spanni
January through December. Forecasts are updated each quarter during the year with revised 12 month calendar forecasts occurring an
Forecasts may also include planned purchases of equipment or supplies to support the UT Product, where applicable and requested by

Purchase Order:

An official and binding document, generated by the Distributor, to guarantee a request to purchase and pay at a contractual rate for the |
Products.

PROCEDURES: REPORTS

Reports will be provided to UT on a monthly and quarterly basis based on the type of the Report and data collected. These Reports are
below and are referenced as Attachments elsewhere in Attachment F (listed as Exhibits 1-4). Reports will consist of:

Due Following

Report Name Frequency Reporting Period Exhibits
Product Utilization Repol Monthly 10" of each montl 1
Medicaid Utilization Repor Monthly 10t of each montl 2
340B Covered Entity Reconciliation Rep Monthly 10" of each montl 3
Product Foreca: Quarterly 10t of month after each quart 4
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Product Utilization Repor

ThemonthlyProduct Utilization Report provides details of Product dispensing activities to commercial (reimbursable) and PAP Included
Patients for the Territonfxhibit 1 contains a sample Report form.

The Product Utilization Reports will be provided to UT by the DISTRIBUTOR no later thatOtheof each monthusing only the UT approve
electronic form.

The Report contains the following three sections:
Product Utilization Data (by size) & Ordering Patients / Mon

»  Total Number of Tyvaso Starter Kits, Tyvaso Re-Supply Kits, Tyvaso Supplemental Refill dispensed/sold during the

reporting period.
»  Total number of orders for the package sizes dispensed/sold accessing the UT Product.

Commercial Inventory On Hand Summary values:

* An Inventory count of UT Product by package size at the end (last day) of the reporting period month.

» Arealistic average dispensing/sold quantity of UT Product (a previous 3 month average is recommended).

» Actual Inventory days on hand which is automatically calculated by the Inventory count and average dispensing/sold
guantities. The Inventory days on hand are measured based on a 28 day period.

»  Purchase Order (PO) Requests for quantities expected to be purchased in order to meet both regular commercial activi
maintain a contractual on hand Inventory balance. (Note: An actual Purchase Order should accompany the Report)

* An Adjusted Inventory quantity is automatically calculated as the sum of the physical Inventory count plus the expected

purchases from the PO.
»  The Adjusted Inventory Days on Hand. This automatically calculated field is based on the previous data entries and will
confirm if the new purchases plus actual Inventory, divided by the average dispensing/sold product will maintain the

contractually required Inventory levels.
Patient Assistance Program for consigned inventory to support PAP Included Pat:

*  The total Included Patient census on PAP at the beginning of the reporting period.
*  The total Included Patient census on PAP at the end of the reporting period.
»  Consignment PAP Inventory count of UT Product by package size at the end (last day) of the reporting period month.
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» Arealistic average estimate of Consigned PAP Inventory dispensed of UT Product (a previous 3 month average is
recommended).

» Actual PAP Consigned Inventory days on hand which is automatically calculated by the PAP Consigned Inventory coun
average dispensing/sold quantities. The PAP Consignment Inventory days on hand are measured based on a 28 day pe

*  PAP Consignment Purchase Order (PO) Requests (if needed for the next period). It is recommended to request a PO f
approximately of a 3 to 4 months worth of Consigned Product based on current use. (Note: An actual PO for Consigned
Product should accompany the report).

* An Adjusted PAP Consigned Inventory quantity is automatically calculated as the sum of the PAP Consigned physical
inventory count plus any expected Consigned Products from the PO.

*  The Adjusted PAP Consignment Inventory Days on Hand. This automatically calculated field is based on the previous ¢
entries and will confirm if the new purchases plus actual Inventory, divided by the average dispensing of PAP Consignm
product levels.

Medicaid Utilization Repor

ThemonthlyMedicaid Utilization Report provides the information necessary for UT to manage its Medicaid-related programs. UT is a
participant in the Federal Fee SchedulEFS ") and for the Centers of Medicare and Medicaid Servic€&MS ”). Participation requirements
are for provisions of rebates to CMS for those patients receiving UT Products who are covered by individual State Medicaidgpdoiginghs.
contains a sample Report form.

The Medicaid Utilization Report will be provided to UT by the DISTRIBUTOR no later thahGHeof each monthising only the UT
approved electronic form.

The Report includes summary of activity for the reporting period (month) that includes a unique patient identifier number (HIPAA compli
the UT Product size), the quantity dispensed during the reporting period, the Distributor’s internal State Medicaid identification
number/description, the State of the Program (abbreviated), and any other descriptions or comments to support the data.

340B Covered Entity Reconciliation Report

The monthly340B Covered Entity Reconciliation Report provides the records that are required in order for the Distributor to recover the Ic
Product cost incurred due to UT’s participation in the FFS and @&Mi8bit 3 contains a sample Report form.

The 340B Covered Entity Reconciliation Report will be provided to UT by the DISTRIBUTOR no later tHehtlef each month IF any
transactions to 340B Covered Entities occurréthy Reports filed for previous months not reported to UT will be denied for refund. If no
activity of 340B sales occurs during the month, no Report submission will be required.
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Public Health Services (“PHS”) pricing programs as part of FFS participation requires discounted pricing to be offered under the FFS prc
title known as 340B with whom 340B eligible hospitals or clinics (known as 340B covered entities) are entitled to receive products from
FFS/PHS Participating manufactures at reduced price.

In order to facilitate 340B covered entities to obtain the reduced prices, DISTRIBUTOR will offer 340B prices at rates regularly updated ¢
provided by UT when a 340B covered entity identifies itself and requests such prices. If the DISTRIBUTOR purchased UT Product from
transfer prices higher than the 340B price, UT will provide payment to the DISTRIBUTOR for the difference between the DISTRIBUTOR
transfer price and the 340B price sold to a 340B covered entity.

The Report must include the following elements:

e 340B Covered Entity Name

e 340B ldentification Number

» Date of UT Product Sale

e Quantity of UT Product Sold

»  340B Ceiling Price (per product NDC /sold) — provided by UT

» Total 340B Sales (unit 340B Ceiling price times quantity sold)

»  Distributor Transfer price (per product NDC/ sold)

»  Transfer price extension (Transfer price time the unit quantity sold)
* Refund due

PROCEDURES: FORECASTS
Forecasts

The non-binding forecasts will be based on reasonable estimates of expected purchases and be presented in Excel Spreadsheet or sim
electronic format listed by month and totaled for the calendar year. The forecasts will list each UT Product size for a particular drug ¢
may include medical devices (such as Infusion Pumps) or supplies needed from UT contracted equipment distributors to support the Prc

At the end of each Calendar quarter, DISTRIBUTOR will revise and update its twelve (12) month rolling non-binding forecasts for
future quarters for that twelve (12) month period based on changes in demand and the market. These revised hamding Forecasts will
be provided to UT no later than thel0" day of first month in the new calendar quartenless otherwise specified in this Agreement
using the UT approved electronic format (refer to Exhibit 4).
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EXHIBITS TO ATTACHMENT F

Exhibit 1

Monthly Product Utilization Repor

TYVASO //_ Tyvaso lin® Monthly Utilization Report

Watribartoe Blame:

Déateibuitior b I
Timz Louqayme SLamea)y rmupRL i an supEneg Fof Month Ending: (oo M YT |
documeniabon K dug o Unibsd Therspsctics Com mo :

ladnr sk th 10th of each month Ropark Dt (spaaly mmiddfieg |

For Caencda e |

Mov-06
Dhec-06

2006 Totak 5] [ 1]

Active Patient Census Values:

Start of Reporting Penod I |
End of Reporting Period ] ]
GainLoss o
Commments:

Section 11; Commercial Inventory On Hand Summary

Ty Stater K&  Re-Supgly Kit 4 CT Packsge
Trventory Count - el
ritrgey b SO ] | |

3 Month Avg of Tetal
sizes Shipped/Month:

Actual Inventory
Days On Hand:
Expected Purchase Order | ] T |
Request

Adjusted Inventory (ty
(Irwent count + new POY: 1] 0 0

Adiusted Invenkory
Days On Hand:

HDIV O A0V HOIV o

DIV O #2001 #0IV
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Active PAP Patient Census

Gtart of Reporting PErod: [ |
End of Reporting Fenod: ] |
GainfLoss _._D

Consigned PAP Tyvaso
Starter Kt Be-Supply Kit  SCT Package
'|

PAE Inventory Count [
{end of Reporting Penicd):

3 Month Avg of Total PAP
Vials Shipped/Month:

Frojected PAP [nventory
Crays On Hand:

PAP Corsignenent l

#OIw0! #DIVQ #OO!

PO Request {IF applicable )

Adiusted PAP [nventory Oty
{Invent count + new PO): 0 0 4]

Adpusted PAF Trventony
Days On Hand:

FOIHOI #DIVO #0110

Exhibit 2

Monthly Medicaid Utilization Repor

State Medicaid Ltiization Report

covesrons TYVASO

Fiowr honth Enlirey:

L Pauseg | ProdsabyNDC | Gusniey Dispenses | State Medals Daserihe cwigsiate | DB Code

Exhibit 3

340B Covered Entity Reconciliation Report

340B Covered Entity Reconcillation Report Duw By the A0t of aach manth
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< United
=Therapeutics
a m

l:_ a kR B a Rk i T
Exhibit 4
Product Forecast (example
Tyvaso Product Forecast Diate
Digiribitor Mame
Calender Year
Patient Data 420 Feb Mar Ape My .T1s} il Aug Sep ot Mo Dec Totals
Exriing Patenty B
Flus Mot Hiew
Tetal Pabignty . - s H i . "
Tyvaso i Eeb Moy Aor May un audl Aug Sep g8 bloy Dec Totgls
Slarer K8
Foe-Supply KB
Supplemantal Refd

“Updale every Quartar - Hightght Changes to-ongmeal 12 manth Fomcas

Attachment G

Tyvaso Education & Compliance Program

THIS CHART NEEDS TO BE UPDATED TO MATCH TEXT
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Continuing Patient Compliance,
Support & Education Program

Intervention
i sit Tel Call | TelCall Clinical | Call or “isit
Time (Teaching| (Teaching (PAH Team Baszed on
RN RM) RMEPH) | Evaluation ] Clinical
Eval

0-[Pre-Teach) o B
Day 1-3 o —
Day 2-4
Day 4 - 14 o

YWieek 1
YWieelk 2
YWieek 3
Month 1
Week b
Maonth 2
Weak 10
Maonth 3
Month 4
honth S
Maonth B
konth 7
Month 8
konth 9
Maonth 10

CE
haonth 11 h z’

haonth 12 [ ] @) ki
Month =12 Maonths 12 and bevond foliow format of ronths 7 hru 12

QR 1©

000

QOIOICO OGS
o

The Tyvaso™ Continuing Patient Compliance,
Support and Education Program

TIME ACTIVITY

Day Zero * Pre— teach (as needed

Day1-3  Teaching RN initiation visit’

Day 2-3 » RN post start telephonic status check/assessn

Day 4-14 « RN visit within first 3 to 14 days pc-start. Evaluation and revie

Week 1,2,: * RN telephonic status check/assessment minimum of weekly cc

Week 4/Month 1 * Telephonic status check/assessment with transfer to PAH RN/RPh** as required. (Reorc
Week 6/Month 1.5 » PAH RN/RPh telephonic status check/assessi

Week 8/Month 2 « Telephonic status check/assessment with transfer to PAH RN/RPh** (Reorde

Week 10/Month 2.5 » PAH RN/RPh telephonic status check/assess|
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Week 12/Month 3

Month 4,5

Month 6

Months 7 thru 11

Month 12

Months 13 plug

» Telephonic status check/assessment with transfer to PAH/RNRPh** (Reorder Call)
* 90 day Risk Stratification Revie

Telephonic status check/assessment with transfer to PAH RN/RPh** (Reorde

» Telephonic status check/assessment PAH RN/RPh** (Reorder Call)
* Clinical Team Evaluation and Treatment Goal Plani

* Telephonic status check/assessment with transfer to PAH RN/RPh** (Reorde

* Telephonic status check/assessment PAH RN/RPh** (Reorder Call)
* Clinical Team Evaluation and Treatment Goal Plani

* Follows format of months 7 through
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* These activities are considered standard activities for a specialty pharmacy and should be included under this Agreement at no additio
charge.

**In each case throughout this Exhibit Ghe reference to “PAH RN/RPh” means that such activity requires a Registered Nurse or Registel
Pharmacist with the required expertise and training in P.

The Tyvaso™ Continuing Patient Compliance,
Support and Education Program
Description of Activities

Subiject to patient’s consent, the Teaching RN will complete a minimum of two (2 teaching sessions within the first fourteen (14) days of
therapy. Additionally, a clinicianwill contact the patient telephonically in weeks one, two, and three of therapy. During these teaching visi
telephonic touch points, the clinician will review with the patient in detail:

« TYVASO
*  Education Tools — (Example 1 of Exhibit A to this Attachment G). Includes UT/Lung Rx materials that can be used
supplement DISTRIBUTOR-developed educational materials. Exhibit A will be updated as needed.
« Disease information
«  Dosing and Administration
*  Use of one ampule per day
»  Daily documentation in Patient Diary
» Dalily disposal of unused drug
«  Titration schedule (prescribed per breath)
»  Missed Doses
« Managing Side Effects
e Establish treatment goals
e  Storage/Handling/Cleaning
¢« TYVASO Inhalation System
*  Education Tools - Information For Use Manual, Patient DVD, Patient Breath Counter, Patient Diary and Quick Start
e Preparing for treatment
e Using the TYVASO Inhalation System
Assembly
e Use of distilled water only
* Inhaling Technique
*  Audiovisual prompts
*  Cleaning and maintenance
e Use of distilled water only
* Alarms/Troubleshooting
» Recording number of breaths per treatment sessions
» Use of Breath Counter/Patient Diary
«  Fitting 4 treatment sessions into your day
 DISTRIBUTOR Services
* Refills services
*  Monthly Touch points (Clinical Risk/Assessments & Medication Resupply)
»  Emergency/After Hours Support
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. Reimbursement Services

After the first month of therapy, the patient should be competent in the administration of TYVASO and use of the TYVASO Inhalation Sy
From this point in the Continuing Patient Compliance, Support and Education Program, Accredo will continue to monitor the patient
telephonically on a bi-weekly basis in the second and third month of the program, and monthly there after. These ongoing telephonic to
points will include aRisk Stratification Review.

A typical Risk Stratification Reviewcall should cover the following topics:

Disease: Assess changes in signs and symptoms of disease
Dose: Confirm the current dose
» Confirm use of one ampule per day and discard of any remaining solution
» Confirm proper breath tracking per treatment session
« Review titration schedule, if applicable
Side effects: Assess extent and duration of side effects.
Develop solution to minimize side effects.
Consult with prescribing physician if necessary.
Device: Confirm proper use of the TYVASO Inhalation System.
Confirm use of distilled water only
Goals : Measure attainment for treatment goals
Support: Encourage patient to use educational/support tools provided by the manufacturer
(PEER/Integrated Persistency Program). Increase patient awareness of PAH support groups.

Based on information received from tResk Stratification Reviewhe patient will be identified as one of the following:

1) Compliant
2) Compliant risk — requires clinical intervention
3) Non-compliant- requires clinical intervention

Compliant: With minimal side effects, the patient is showing benefit from TYVASO and taking treatments 4x a day, between
breaths per session, discarding any remaining solution at the end of each day.

Compliant Risk : The PAH RN/RPh has documented interventions for device management issues, non-compliant, side effect
management, or lack of efficacy.

Non-compliant: The PAH RN/RPh has multiple documented interventions for non-compliance in addition to lack of efficacy.

If it is determined that a patient is in tbempliant risk or non-compliantategory, the PAH RN/RPh will intervene appropriately. Intervention
may require a home visit and include the following:

« Additional disease education

e Continued education on the use of the TYVASO Inhalation Device
* Review proper Inhalation technique

e Side effect management

. Dose escalation/titration

e  Strategies to fit four inhalation sessions into a day
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* Reassessment of treatment goals
«  Consultation with the prescribing physician

Upon reaching the 180 day of therapy, DISTRIBUTOR's clinical team will perfo@imécal Team Evaluation and Treatment Goal Plan
for the patient. This will include a clinical contact (either PAH RN or RPh) contacting the patient for assessment. After the assessment, t
physician will be contacted to review the patients progress to date and therapeutic goals for the next six months.

In addition to the clinical support outlined above, DISTRIBUTOR will contact the patient telephonically on a monthly basis to process refi
ensure the patient is using one ampule per day, confirm the patient is properly tracking number of breaths per treatment session, using c

water only and resolve reimbursement issues.
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Service Fees

Description of CPCSEP Service Service Fee

Teaching RN visit within 4 to 14 days p-start $250 per visit

Teaching RN telephonic status check/assessment weeks 1, : $52 per completed cal

PAH RN/RPh telephonic status check/assess $52 per completed cal

Clinical Team Evaluation and Treatment Goal Planning $150 per session (including completed communicatic

with physician)

The Parties agree that the activities described in Attachment@ring from Day Zero through Day 3 (including the initial visit from the
Teaching RN and the post start telephonic status check/assessments) are considered standard activities for a specialty pharmacy and s
included under this Agreement at no additional charge.

Note: The CPCSEP Services and corresponding Service Fees will be evaluated by UT on an annual basis and UT may terminate a
of the CPCSEP Services at any time upon thirty (30) days prior written notice to DISTRIBUTOR without any additional fee or expense.
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Attachment G “Exhibit A”

Education Theme Education Tool Description Iltem #
The welcome letter provides on overview of the TYVASO Patii TYVASO Patient Tool Kit Welcome Letter (Tool kit contain
Tool Kit components. Patient Video, Patient Brochure, Treatment Tracker, Breat TBD

Counter & Quick Start Mal
Educational video designed {

1. Teach the patient how to clean, assemble and store the

inhalation syster TYVASO Patient Videc TBD
2. Proper inhalation technique and use of the inhale

system
Disease overview: what is PAH, causes and symptoms of PAL
treatment options. TYVASO overview: what is TYVASO, how  TYVASO Patient Brochure TBD
does TYVASO help, and how do | take TYVAS
A daily diary to assist the patient with tracking breathes and ¢y  TYVASO Treatment Tracke TBD
ﬁy'gglse top tool to assist the patient with tracking breaths and TYVASO Breath Counte TBD
Reinforce important information such as: inhalation techni TYVASO Inhalation System Quick Start Mat TBD

treatment sessions and how to operate the inhalation s)
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Exhibit 10.48

UNITED THERAPEUTICS CORPORATION
SHARE TRACKING AWARDS PLAN TERMS & CONDITIONS
(applicable to Awards granted to employees on or after January 1, 2010)

Non-Transferability. This Award may not be transferred in any manner other than by will or the laws of descent and distribution,
vested may be exercised prior to expiration only by the Participant. If the Participant dies prior to exercising a vested Award, the Aw
may be exercised by the person or persons entitled to do so under Section 9.1 of the Plan. The terms of this Award shall be bin
executors, administrators, heirs, successors, and assigns of the Participant.

Vesting. For employees, this Award shall vest in accordance with the vesting schedule set forth in Section 5.4 of the Plan so long &
Participant remains employed with the Company or its subsidiaries. For members of the Board of Directors of United Therapeutics,
Award shall vest in accordance with the vesting schedule set forth in Section 5.4 of the Plan so long as the Participant serves as

the Board of Directors of the Company and meets the requirements for the period specified.

Form of Payment The Appreciation (as that term is defined in Section 2.2 of the Plan) shall generally be paid to the Participant by
Company check in the next payroll cycle for employees and next accounts payable cycle for the Board of Directors following the Exe
Date.

Withholding. As a condition to this Award, the Company will withhold in accordance with applicable law from any cash compensatic
payable to Participant any taxes required to be withheld by the Company under federal, state or local law as a result of Participant’s
of this Award.

Special Exercise RightsNotwithstanding any other provision in the Plan or this Agreement to the contrary, upon (a) a Change of Co
of the Company (as defined in Section 2.6 of the Plan) if the Award is not assumed by, or a substitute award granted, in connection
such Change of Control, (b) a Qualifying Termination of the employment of an employee within twelve months following a Change o
Control of the Company (as defined in Section 2.6 of the Plan) if the Award is assumed, or a new award substituted, in connection w
Change in Control,, or (c) the Participant’s death or Total Disability (as defined in Section 2.19 of the Plan), or (d) as required by an
employee’s employment agreement, this Award shall become fully exercisable. If so determined by the Compensation Committee ©
Board of Directors, all or a portion of the Award shall be automatically exercised upon the occurrence of a Change of Control to the ¢
the Award vests in connection with the Change of Control.
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6.

7.

8.

Method of Exercise

a.

Once vested, this Award may only be exercisable by a Participant who is an employee of the Company or its subsidiaries either
any time that Participant remains fully employed with United Therapeutics or its subsidiaries, or (ii) for a period of ninety (90) da
following the date of termination of Participant's employment with the Company or its subsidiaries. For members of the Board of
Directors of United Therapeutics, this Award, once vested, shall be exercisable at any time prior to its expiration.

This Award shall be exercisable upon delivery to the Company of an executed Award Exercise Form (a copy of which is attache
hereto). This Award shall lapse and shall be without further force and effect if it remains unexercised by the Participant who is a
employee of the Company or its subsidiaries ninety (90) days following the date of termination of Participant’s employment with
Company and its subsidiaries.

Qualifying Termination Definitions

a.

b.

For purposes of Section 5 above, a “Qualifying Termination” means termination of the employee’s employment by the Company
without “Cause” or resignation by the employee for “Good Reason”.

“Cause” has the meaning specified in an employee’s employment agreement with the Company or, if there is no such agreeme!
definition, termination of the employee’s employment by the Company due to (i) employment- or profession-related misconduct «
other employment- or professisakated similar action on the part of the employee; (ii) conviction of the employee of a crime in

a felony, fraud, embezzlement or the like; or (iii) misappropriation of Company funds or misuse of Company assets by the emplc

“Good Reason” means the employee’s resignation from employment with the Company within 30 days following (i) a reduction |
employee’s base compensation by 10% or more, or (ii) a required relocation of the employee’s principal place of employment by
than 50 miles.

Miscellaneous The Participant acknowledges receipt of a copy of the Plan which is attached hereto, and Participant represents tha
she is familiar with the terms and provisions thereof. The Participant hereby accepts this Award subject to all the terms and provisio
the Plan. The Participant hereby agrees to accept as binding, conclusive, and final all decisions and interpretations of the Boarc
and, where applicable, the Compensation Committee of the Board of Directors, upon any
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questions arising under the Plan. In the event of any conflict between the provisions of the Plan and these Terms & Conditions, the
provisions of the Plan shall govern.
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Exhibit 12.1

United Therapeutics Corporation
Ratio of Earnings to Fixed Charges
(Unaudited)

Year Ended December 31,
2009 2008 2007 2006 2005
As adjusted (1) in thousands, except rati

Earnings:
Earnings (losses) from continuing
operations before income tax $ 18,767 $ (83,72) $ 4,471 $ 37,971 $ 47,52.

Add:
Loss from equity investe 141 22¢€ 321 491 754
Fixed charge 18,32¢ 17,35: 16,85¢ 3,58¢ 29
Less: Capitalized intere (5,159 (4,757) (68€) — —
Earnings, as adjuste $ 32,08 $ (70,89%) $ 20,96¢ $ 42,05: $ 48,30:
Fixed charges:
Interest expense(. $ 12,878 $ 11,43¢ $ 14,28 $ 2417 $ 29
Capitalized interes 5,154 4,757 68¢ — —
Portion of rentals representative of
interest facto 297 1,161 1,88¢ 1,172 —
Fixed charge $ 1832¢ $ 17,357 $ 16,85 $ 3,58¢ $ 29
Ratio of earnings to fixed charg 1.7¢ (4.0¢) 1.2¢ 11.72 1,665.6¢
Excess of fixed charges over earnii  $ — $ 88,25, % — — $ —

(1)  Years ended December 31, 2006 through 2008 have been adjusted for the retrospective adoption of Financial
Standards Board Accounting Standards Codification™ 47®&bt with Conversion Options and Other Options,
formerly provided under FASB Staff Position No. APB 14t&¢counting for Convertible Debt Instruments That May Be
Settled in Cash Upon Conversion (Including Partial Cash Settle(R&R APB 14-1).

(2) Includes amortization of debt discount and issue ¢

NOTE: The Ratio of Earnings to Fixed Charges should be read in conjunction with the Consolidated Financial Statements and relate
Management's Discussion and Analysis of Financial Condition and Results of Operations contained in United Therapeutics Corporal
Report on Form 10-K for the year ended December 31, 2009.
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SUBSIDIARIES OF THE REGISTRANT

Lung Rx, LLC, a Delaware Corporation

Unither Telmed, Ltd, a Delaware Corporation

Unither Pharmaceuticals, LLC, a Delaware Corporation
United Therapeutics Europe, Ltd., a United Kingdom Company
Unither Therapeutik GmbH, a German Company
Unither Pharma, LLC, a Delaware Corporation
Medicomp, Inc., a Delaware Corporation

Unither Neurosciences, Inc., a Delaware Corporation
Unither.com, Inc., a Delaware Corporation

LungRx Limited, a United Kingdom Company

Unither Biotech Inc., a Canadian Company

Unither Virology, LLC, a Delaware Corporation

Exhibit 21
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Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the following Registration Statements:

@)
@)
©)
4)
®)

(6)

Registration Statement (Forn-3 No. 33:-118699) of United Therapeutics Corporati

Registration Statement (Forn-8 No. 33:-108169) pertaining to the United Therapeutics Corporation Equity Incentive
Registration Statement (Form S-8 No. 333-56922) pertaining to the United Therapeutics Corporation Equity Incentive Plan
Registration Statement (Forn-8 No. 33:-95419) pertaining to the United Therapeutics Corporation Equity Incentive

Registration Statement (Forn-8 No. 33:-153695) pertaining to the United Therapeutics Corporation Share Tracking A
Plan; and

Registration Statement (Form S-8 No. 333-161995) pertaining to the United Therapeutics Corporation Share Tracking Awg
Plan.

of our reports dated February 26, 2010, with respect to the consolidated financial statements and schedule of United Therapeutics Corpe
and the effectiveness of United Therapeutics Corporation's internal control over financial reporting included in this Annual Report (Form
for the year ended December 31, 2009.

/s/ Ernst & Young LLF

McLean, Virginia
February 26, 201
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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

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect tc
period covered by this report;

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

4. The registrant's other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and pro
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be desig!
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is mad
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation o
financial statements for external purposes in accordance with generally accepted accounting principles;

C) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based
evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 1
most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected,
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

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

reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equ

functions):

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

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the |

internal control over financial reporting.

Date: February 26, 2010

/s/ MARTINE A. ROTHBLATT

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

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 204 of 211



QuickLinks
Exhibit 31.1

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

WATSON LABORATORIES, INC. , IPR2017-01621, Ex. 1151, p. 205 of 211



QuickLinks-- Click here to rapidly navigate through this docamme

Exhibit 31.2
CERTIFICATION PURSUANT TO RULE 13a-14 (a)
OF THE SECURITIES EXCHANGE ACT OF 1934
I, John M. Ferrari, 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

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect tc
period covered by this report;

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

4. The registrant's other certifying officer(s) and | am responsible for establishing and maintaining disclosure controls and pro:
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be desig!
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is mad
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation o
financial statements for external purposes in accordance with generally accepted accounting principles;

C) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based
evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 1
most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected,
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

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

reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equ

functions):

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

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the |

internal control over financial reporting.

Date: February 26, 2010

/s/ JOHN M. FERRARI

By: John M. Ferrar
Title:  Chief Financial Officer and Treasurt
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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 ended
December 31, 2009 as filed with the Securities and Exchange Commission (the "Report"), I, Martine A. Rothblatt, Chief Executive O

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

(1) The Report fully complies 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
operations of the Company.

/sl MARTINE A. ROTHBLATT

Martine A. Rothblatt

Chairman and Chief Executive Officer
United Therapeutics Corporation
February 26, 201

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 ended
December 31, 2009 as filed with the Securities and Exchange Commission (the "Report"), I, John M. Ferrari, Chief Financial Officer of th

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

(1) The Report fully complies 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
operations of the Company.

/s/ JOHN M. FERRARI

John M. Ferrari

Chief Financial Officer and Treasurer
United Therapeutics Corporation
February 26, 201

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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