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PART |
ITEM1. BUSINESS

We are a biotechnology company focused on the dpwent and commercialization of innovative theraioguroducts for patients with
chronic and life-threatening diseases. We are adtithree therapeutic areas—cardiovascular, carkinfectious diseases. Our key
therapeutic platforms include:

« Prostacyclin Analogswhich are stable synthetic forms of prostacydimjmportant molecule produced by the body thatgwawverful
effects on blood vessel health and function. OugdRemodulir® has been approved by the U.S. Foddang Administration, or
FDA, for the treatment of pulmonary arterial hyeagion, or PAH, in patients with New York Heart Asigtion (NYHA) Class II-IV
(moderate to severe) symptoms to diminish symptasssciated with exercise, and in other countriesifailar use, and in most of
Europe for the treatment of NYHA Class Il patientish PAH;

« Immunotherapeutic Monoclonal Antibodieshich are antibodies that activate patieitghune systems to treat cancer. This platf
includes OvaRe® , which is being developed fortthatment of metastatic ovarian cancer; and

« Glycobiology Antiviral Agentswhich are a class of small molecules that haesvstpre-clinical indications of efficacy against a
broad range of viruses.

Most of our resources are focused on our prostacgolalogs for the treatment of cardiovascularaiseand immunotherapeutic
monoclonal antibodies for the treatment of can@er. other principal focus area is the developmégtyxobiology antiviral agents for the
treatment of hepatitis and other diseases. Wedssgote resources to the commercialization and éurdlevelopment of telemedicine products
and services, principally for the detection of ¢accarrhythmias, as well as to arginine supplentemaherapy for cardiovascular health.

Revenues from the sales of Remodulin for PAH conuadriollowing its May 2002 FDA approval, and we dalso generated revenues
from sales of arginine products and telemedicimalpcts and services. We field a sales and marketiggnization that supports the
commercial availability of Remodulin in the Unit&tates, Canada, Europe and other countries, aideldrbniceare specialty pharmaceuti
distributors.

United Therapeutics was incorporated in Delawarduime 1996. United Therapeutics’ principal exeautffices are located at 1110
Spring Street, Silver Spring, Maryland 20910.




United Therapeutics Products

Our product portfolio includes the following:

Our Products

Product Mode of Delivery Indication/Market Current Status Our Territory
Remodulin Continuous subcutaneous Pulmonary arterial hypertension Commercial in U.S., and Worldwide
32 countries including most
of the European Union,
Canada, Israel, and Australi
Remodulin Continuous intravenous Pulmonary arterial hypertension Commercial in U.S., Canada,  Worldwide
Israel, Mexico, Argentina and
Peru. European reviews are
ongoing
Arginine Formulation: Oral dietary supplemel Vascular functior Commercial Worldwide
CardioPAL® and Deciphé® Telemedicine Arrhythmias and ischemic heart disease Commercial Worldwide
Recorder:
OvaRex Intravenous Ovarian cance Phase llI Worldwide**
Viveta™ (Treprostinil for Inhaled Pulmonary arterial hypertension Phase Il Worldwide
Inhalation)
UT-15C Sustained Relea Oral Pulmonary arterial hypertensit Phase I/l Worldwide
UT-15C Sustained Release Oral Peripheral vascular disease/critical limb Phase Il Worldwide
ischemiz
Remodulin Intravenous Improved transplant outcon Phase | Worldwide
Berapros® SR Oral Pulmonary arterial hypertensi Phase U.S./Canadi
BrevaRex® Intravenous Pancreatic canct Preclinical Worldwide**
Glycobiology Antiviral Agents  Oral Hepatitis B/C, dengue fever and Japanese  Preclinical Worldwide
encephalitis
OncoRex® Intravenous Various cancer Preclinical Worldwide**
ProstaRe)® Intravenous Prostate cance Preclinical Worldwide**
GivaRex® Intravenous Gastrointestinal canci Preclinical Worldwide**
* We have obtained approval in 23 member countrigeedEuropean Union (Austria, Belgium, Czech Rejullenmark, Estonia, France, Germany, Greeceatcglitaly,

Luxembourg, Netherlands, Portugal, Cyprus, Finlahahgary, Latvia, Lithuania, Norway, Poland, SloiglSlovenia, and Serbia), and have received foappfoval
letters and pricing approvals in most of them.

** Including Germany, but excluding most of the rds€Eorope and the Middle East.

Remodulin

We obtained worldwide rights for all indicationsRemodulin, a prostacyclin analog, from Glaxo Wathe, Inc. (how GlaxoSmithKline
PLC) in January 1997 and Pharmacia & Upjohn Comgaow Pfizer, Inc.) in December 1996. In May 20B2modulin was approved by t
FDA as a continuous subcutaneous (under the sifudion. In November 2004, our FDA approval wasaeed to permit continuous
intravenous (through a vein or artery) infusiompatients who cannot tolerate subcutaneous infusioklarch 2006, our FDA approval was
expanded to allow transition from Flol& (epopirabt the first FDA-approved prostacyclin for PARemodulin is also approved as a
continuous subcutaneous infusion in 32 countriesuiifhout the world and as a continuous intraveinusion in Canada, Israel,




Mexico, Peru and Argentina. Applications for app@bfor both subcutaneous and intravenous Remodufunsion are under review in many
other countries. In addition, we are continuing kvon expanding commercialization to new territogesh as Japan and South Korea.

Pulmonary Arterial Hypertension (PAH)

We are focused primarily on developing Remodulioaslead product for treating PAH. PAH is a lifeg¢atening vascular disease that
affects the blood vessels between the heart amg$)kmown as the pulmonary blood vessels. PAH asathierized by the degradation of the
blood vessel wall lining, the aggregation of plateland the disruption of smooth muscle cell furctiTrhese conditions cause blockages and
affect the ability of the blood vessels to dilatel ahen constrict as blood flows to the lungs. Tdwilting elevated pulmonary blood pressure
causes increasing strain on the right side of #settas it tries to pump blood to the lungs. Bstimated that there are between 100,000 and
200,000 individuals with PAH worldwide. With thetiaduction of new oral therapies and marketing $fby the manufacturers of PAH
drugs, we have seen an increase in the numbeiopfg@diagnosed with the disease. However, duegodteness of PAH and the complexi
of diagnosing it, only a small fraction of thesdi@ats are being treated.

The complexity of PAH is due in part to the numergcauses associated with the disease. The threedisaase pathways currently
being treated are an increase in endothelin, aease in the PDE5 enzyme and a reduction of prgdtadn the PAH patient. A PAH patient
could be affected by one, two or all three of th@ssociated conditions. Endothelin and the PDE§raazan cause the blood vessels to
constrict. Prostacyclin, a naturally occurring horma, appears to dilate blood vessels, preventletatggregation, and prevent proliferatior
smooth muscle cells surrounding the vessels. ErtintAntagonists (drugs that block endothelin) BBES inhibitors (drugs that block the
PDES5 enzyme) may be used in combination with poysians. Together, these drugs provide symptomatief along different pathways and
can complement each other to treat seriously tlepés.

A long-term outcome study published in theropean Respiratory Journélol. 28, Number 6; December 2006) demonstratedongd
survival with Remodulin therapy when compared tedicted survival (NIH registry formula) over a feygar period. One-, two-, three and
four-year survival was 87%, 78%, 71%, and 68%,eeBpely, for all 860 patients (including 130 patie who received combination therapy)
and 88%, 79%, 73%, and 70%, respectively, for p&tieeceiving only treprostinil monotherapy (n=73@)patients with idiopathic PAH for
whom baseline hemodynamics were available (n=382ra), survival was 91%, 82%, 76%, and 72% atyéad, respectively. This
compares to respective predicted survival estinat€9%, 56%, 46%, and 38% over the four-year mebased on the NIH registry formula.

The first FDA-approved prostacyclin for PAH was |Bly, a synthetic form of prostacyclin delivered tomously by an external pump
through a surgically implanted intravenous cathdtlan is approved for the treatment of patiewith certain subsets of late-stage PAH.

We believe Remodulin provides patients with a Iegasive alternative to Flolan. In contrast to Bfal Remodulin is stable at room
temperature and has a significantly longer duratigide the human body. These attributes allovséder and more convenient delivery of
Remodulin to patients. Unlike Flolan, Remodulin é&ndelivered by subcutaneous infusion with a paged microinfusion device.
Subcutaneous delivery of Remodulin also elimin#tesisk of central venous catheter infection agldted hospitalization associated with an
IV infusion. Remodulin’s extended duration in thedlp may also reduce the risk of rebound PAH, arssibdy death, if treatment is abruptly
interrupted. The stability of Remodulin also alloitvio be packaged as an aqueous solution, elimigp#ite need for patients to reconstitute
the drug one or more times each day, as is requiitbd~lolan. Treprostinil, the active ingredieritRemodulin, is highly soluble in an
aqueous solution and therefore Remodulin can be




manufactured at highly concentrated solutions. @Hwvs therapeutic concentrations of Remodulibealelivered at low flow rates via
miniaturized infusion pumps for both subcutaneaus iatravenous infusion. Lastly, Remodulin doesneguire the use of cooling packs or
refrigeration to keep it stable, as is requirechviAtolan due to Flolan’s chemical instability.

There are noteworthy adverse events associatedReitiodulin infusion. When infused subcutaneousgmBdulin causes infusion site
pain and infusion site reaction in most patientgarying degrees. Patients who cannot toleratelgaheous Remodulin may instead use it
intravenously. Intravenous Remodulin is deliveredtmuously by an external pump through a surgydatiplanted central venous catheter,
similar to Flolan. When delivered intravenously nitelulin bears a risk of infection, as does Flolart,it does not require cooling packs or
refrigeration and can be continuously infused fota48 hours before refilling the infusion pumplike Flolan which must be mixed and
refilled every 24 hours.

Subcutaneous Remodulin

In March 2000, we completed an international, ranided, placebo-controlled, double-blind study dicutaneous Remodulin involving
a total of 470 patients with PAH. Half of the pat&received Remodulin subcutaneously for 12 weskge the other half received a place
The study data showed that patients who receivedodalin had significant improvement in importarinidal endpoints, including a
composite index that measured exercise capacitglaodness of breath, cardiopulmonary hemodynaaridsn the signs and symptoms of
the disease. Based on the favorable results othdy, we filed a New Drug Application with the ADn late 2000. On May 21, 2002, the
FDA approved Remodulin (treprostinil sodium) Injectas a continuous subcutaneous infusion forréegtment of PAH in patients with
NYHA class I-IV symptoms (with class IV representing the mastesely ill patients) to diminish symptoms assaaiatvith exercise.
Remodulin may be prescribed for all forms of PAHI éthe only PAH treatment approved for NYHA cléissll and 1V patients.

As a condition of Remodulin’s Subpart H approvas, were required to perform a post-marketing Phesdihical study to confirm the
clinical benefits of Remodulin. In August 2005, performed an interim assessment after 22 patiempleted the Phase IV study. The
results of the interim assessment, as analyzea lrydependent statistician, were positive. Thelperavas 0.0002, meaning the likelihood
that the achieved result was incorrect was twoobtgen thousand. Specifically, 13 of the 14 paggB%) receiving Remodulin were able to
successfully transition from Flolan, which they hadviously been using to treat their conditione3 patients were able to complete the
eight-week study without the need to reinstitutgldn therapy. Alternatively, only 1 of the 8 pat®(i13%) successfully transitioned without
clinical deterioration during the eight week perfoain Flolan to a placebo. Based on this positivicome, in March 2006, the FDA agreed
that we had satisfied our obligation to perform plast-marketing Phase IV clinical study, that thelg confirmed the clinical benefits of
Remodulin, and expanded the use of Remodulin toifsgedly allow for transition of Flolan patientsrdctly to Remodulin therapy.

Intravenous Remodulin

In July 2003, the FDA accepted our Investigatidvelv Drug Application for the development of Remadddy intravenous delivery for
the treatment of PAH. A bioequivalence study inwéers was performed in late 2003, which estadatighat intravenous and subcutaneous
Remodulin are bioequivalent (meaning that bothasutf infusion result in comparable levels of Reniindin the blood). In addition, animal
toxicology studies were completed and indicatedmgamable safety of chronic intravenous infusion@sgared to chronic subcutaneous
infusion.




On January 30, 2004, a supplemental New Drug Agfitio was filed with the FDA to request approvalifdravenous use of Remodt
for PAH. On November 24, 2004, based on data ashaiy intravenous Remodulin’s bioequivalence wfith previously approved
subcutaneous administration of Remodulin, the FPpraved the intravenous use of Remodulin for thusteable to tolerate subcutaneous
infusion.

In March 2005, we commenced a 12-week placebo-gledrtrial of intravenous Remodulin in patientswPAH to further assess the
clinical benefits of Remodulin. The trial was contld in India and was designed to enroll up to d&ents. Interim results of this trial were
to be analyzed after 33, 66 and 99 patients comnplgte 12-week trial. In August 2005, after enngJld5 patients, we suspended enrollment
of new patients, in accordance with the recommeonaif the trial’s independent Data Safety MonitgrBoard, which is a panel of
independent experts. Preliminary results from thedtients were positive (p=0.008). Specificalhtravenous Remodulin produced an 83-
meter median improvement in six-minute walk diseanompared to placebo after twelve weeks.

Results in a prospective open-label study repantddnuary 2007 demonstrate that rapid transitiomfintravenous Flolan to
intravenous Remodulin was achieved in 12 PAH p#iith no serious adverse events and maintendru&seline clinical status was
maintained over 12 weeks. The patients were tiansitl from Flolan to intravenous Remodulin by a&dirswitch from a Flolan medication
cassette to a Remodulin medication cassette. Ragpidition to Remodulin was achieved without sesiadverse events and baseline clinical
status was maintained over 12 weeks. All patiegpionted fewer prostacyclin-related side effectdiiemodulin and remained on Remodulin
after study completion. The study demonstratedgtedtle patients with PAH can be safely transitibftem Flolan to intravenous Remodulin
using a rapid switch protocol.

Although intravenous Remodulin does not posseghalsafety and convenience benefits of subcutanddemodulin, it has one
important advantage: it eliminates infusion sitey@nd reaction, a common side effect of using stédbreous Remodulin. Many patients are
unsuccessful in managing such infusion site pagmevith using available pain management techniguaégvenous Remodulin has many
beneficial characteristics that differentiate d@rfr intravenous Flolan. As Intravenous Remodulinsdugt require refrigeration, it serves as an
alternative to Flolan which must be continuouslyigerated, even while being administered to agrtby continuous infusion. Furthermore,
the active ingredient in Remodulin remains actived few hours, whereas the active ingredient afafl is highly unstable and only remains
active in the body for a few minutes. Because Ranidemains active longer, it may reduce the askebound PAH, a severe recurrence of
the disease in the case of inadvertent therapyrumton. Remodulin can be infused continuouslydprto 48 hours while Flolan can only be
infused for 24 hours. This allows patients to prepaedication solutions every other day as opptsédily. Also, because Remodulin can
made in highly concentrated solutions, a wide gé pump options, including miniaturized pumptfitams, are available to patients.

In February 2007, the Scientific Leadership ComeeittSLC) of the Pulmonary Hypertension Associaipnounced new guidance
relating to the treatment of PAH patients on loegyt intravenous therapy. The SLC guidance was dssusesponse to the release of a slide
presentation prepared by researchers with theCk8ters for Disease Control and Prevention (CD@)leth “ Bloodstream infections among
patients treated with intravenous epoprostenol extichvenous treprostinil for pulmonary arterial hggiension, United States 2(—2006".
These slides accompanied a presentation to theaBd@nay subsequently be published as a reporei€BC’sMorbidity and Mortality
Weekly ReportThe slides were prepared in connection with a C&dspective inquiry at seven centers into amepiancreased blood
stream infections, particularly granegative blood stream infections, among PAH patignetated with intravenous Remodulin as compart
intravenous Flolan. The SLC guidance statementnihtat the CDC observations were hypothesis-geingrahd did not permit definitive or
specific conclusions. The SLC reminded physiciditt® need to be aware of the range of possible gregative and gram




positive infectious organisms in patients with leegn central catheters and to treat them apprigbyialn response to the SLC guidance
statement, we are planning to commence a multiecentulti-national, multi-year and multi-agent goestive study to scientifically test the
hypothesis of whether there are differences irrifieof sepsis and sepsis sub-types among par#ptdedivered prostanoids. We anticipate
this study to enroll several hundred patients, Wiginrollment is expected to commence later this.yWa also plan to coordinate a working
group with the Pulmonary Hypertension Associatiod physicians and nurses, along with its networkpafcialty distributors and home
health care providers, to develop unified besttracecommendations related to the chronic adinatien of IV prostanoids via central
venous catheters. The risk of sepsis is alreatBdno the Remodulin package insert, but we wibalevise the package insert to more fully
describe the known infection risk and appropriatdhhique that should be practiced when preparidgadministering Remodulin
intravenously. Best practices for increased stgrivhich, in turn, leads to lower risk of sepsssthe over all goal for all of our efforts.

Remodulin Commercialization

Remodulin for subcutaneous use is approved in 8atdes throughout the world. The mutual recognitwocess to obtain approvals
from European Union member countries for subcutasese of Remodulin was completed in August 2008, positive decisions received
from most European Union countries. We withdrewlipfions in Ireland, Spain and the United Kingdand are engaged in regulatory
discussions concerning the timing of resubmisaiothése three countries, which should occur in 20@#nses and pricing approvals have
been received in most European Union countrie$) thi¢ remainder expected during 2007. In additimnhave submitted a variation of the
license for approval of intravenous Remodulin i@ BEuropean Union through the mutual recognitiortess. The application is currently
under review by the host nation, France. In thentieee, we will continue to sell (but not market)rRedulin in European countries where we
are not licensed under the named-patient systedgrumhich system we are permitted to import andReiodulin to hospitals for use in
specifically named patients.

We are working on expanding our sales of Remoduatmnew territories through our existing distribrg and new distributors. For
example, we are negotiating with a potential distior to enter the Japanese market for subcutarmalimitravenous Remodulin. However,
certain countries, like Japan, may require that okvical trials be conducted in order to show dfiécacy and safety of the drug in their
population, called bridging trials. Commercial saile such countries could therefore be severalsyleam realization.

Peripheral Vascular Disease/Critical Limb Ischemia

We are also developing Remodulin for late-stag@hperal vascular disease known as critical limihésnia. Peripheral vascular disease
is a disease that affects the blood vessels ifetiee While the precise causes of peripheral vasclisease are unknown, diabetes, obesity,
smoking and lack of exercise are associated wihltbease. Peripheral vascular disease appeagssimitar to PAH in that there is a
reduction in natural prostacyclin in the affectéaldol vessels.

In the United States, it is estimated that 750,08@ple suffer from critical limb ischemia. The dise is characterized by extreme pain,
non-healing ulcers in the legs, reduced exercipaaity and severely reduced blood flow in the limidsere are currently no drugs approved
to treat critical limb ischemia in the United S&tBhysicians often perform surgical interventi@gh as balloon angioplasty, stents and by-
passes) to restore or improve blood flow in thebbmrhese procedures can provide temporary relipatients, but do not address the
underlying causes of peripheral vascular disease.tb the lack of adequate pharmaceutical treasnapproximately 200,000 limb
amputations are performed each year on patienkscnitical limb ischemia.




In September 1998, we completed a Phase Il studyhvassessed the safety and blood flow effectseofi¢tiulin administered
intravenously to patients with critical limb ischemThe study demonstrated that Remodulin can berastered safely to patients with
critical limb ischemia and that Remodulin substhtiincreased blood flow in the affected areatheflegs. We commenced a 30 patient
placebo-controlled, pre-pivotal clinical study ofiRodulin for critical limb ischemia in 2002. Appimately 19 patients were enrolled. The
study was ended before becoming fully enrolled tdugifficulties in patient recruitment. We belietreat more convenient formulations of
Remodulin, such as an inhaled or oral form, maynbee appropriate for patients with peripheral véscdisease. Accordingly, we have
recently commenced safety and tolerability studigk the sustained-release form of oral treproktmpatients with peripheral vascular
disease.

TRIUMPH-1 (proposed to be marketed as Viveta)

During 2004 and 2005, independent clinical investtigs in Europe and the United States performed| smeontrolled trials of inhaled
formulations of treprostinil in patients with PAH April 2004, the European Medicines Agency grdrae orphan designation for inhaled
treprostinil for the treatment of both PAH and aficothromboembolic pulmonary hypertension. In JR@@5, Lung Rx, Inc., a wholly-owned
subsidiary of United Therapeutics, commenced a &2kwplacebo-controlled trial of inhaled treprodtiniat least 150 patients with PAH who
are also being treated with Tracl€er . During tie,tdosing will be escalated to patient tolerance maximum equivalence of 45
micrograms per session. The primary end point efttial is the peak six minute walk improvement,tesich is a typical benchmark test of
cardiovascular health. This trial, TRIUMPH-TI (r eprostinill nhalationU sed in theM anagement oP uimonaryH ypertension), is current
being conducted at approximately 36 centers irthited States and Europe. Additional centers aiegbedded to the study. In May 20086,
the FDA agreed to permit the inclusion in the taBPAH patients who are also being treated withid®e ® . The FDA also agreed to expand
the trial size to at least 200 patients, and tonitethe assessment of efficacy after 150 patieat®ltompleted the trial. We do not intend to
conduct the interim efficacy assessment. As atetha TRIUMPH-1 trial is expected to conclude w2 evaluable patients have
completed the study, which is expected upon thellement of approximately 220 patients overall. AD@cember 31, 2006, approximately
155 patients had been enrolled in this trial. AFelbruary 20, 2007, approximately 175 patientsiesh enrolled in this trial.

Currently, the only FDA approved inhaled prostatyid Ventavis® . Ventavis is marketed by ActelioilLin the United States and by
Schering AG in Europe. Ventavis’ active ingredidigprost, has a half-life of approximately 20 1@ Rinutes and lacks selectivity to the
lungs. The lack of lung selectivity can cause gdnoa patient’s blood pressure if the drug is das® high. As a result, Ventavis is generally
taken six to nine times a day using a nebulizechEssion on the nebulizer requires continuoueiiireg of the drug for 10 to 15 minutes
session.

Due to the longer half-life of treprostinil and @pparent greater selectivity to the lungs, Viustdesigned to be inhaled for about one
minute, four times a day using an ultra-sonic nizleulwith between six and nine breaths per ses3iba. TRIUMPH-1 trial is using the
Optineb device manufactured by Nebu-Tec in Germ@pyineb is approved in Germany and in other Eusopmuntries. Optineb is not
approved in the United States, but an applicatiorapproval is expected to be filed with the FDAcarrently with the results of the
TRUIMPH-1 trial. The inhalation device market issexchanging, with smaller devices being developmttarrently with the discovery of
new technologies. We are also interested in nelnt@ogies that would enable a more efficient anatvenient means of delivering Viveta to
patients.




UT-15C Sustained Release

We are developing an oral formulation of trepratineprostinil diethanolamine, a novel salt foaftreprostinil. During 2004, we
completed studies of various formulations of trepirol diethanolamine in healthy volunteers. Basadhese studies, a formulation was
selected that uses technology licensed from SupdPharmaceuticals, Inc. (Supernus) to providedstained release of treprostinil. The
coating technology, which is resistant to beingkbrodown by the body’s digestive system, allowstfeprostinil to be released relatively
evenly over a period of time through an extremehal hole that is laser-drilled into each tablat2D05, this formulation and coating
technology was shown in further Phase 1 normalnteker studies to provide sustained blood conceotrsbf treprostinil between 8 to 10
hours following a single oral dose. This duratioaynallow for dosing twice per day. In July 200% tBuropean Medicines Agency annour
that oral treprostinil had been granted orphan pebdtatus in the European Union. Drugs with orpstatus generally receive priority review
of approval applications and may receive longeiggisrof protection against competition from genelriggs.

In October 2006, we commenced two multi-nationatpboeontrolled clinical trials of oral treprostinil jpatients with PAH. These tric
are a combination of Phase Il and Phase Il trinlgyhich both dosing and efficacy will be studi&liring the trials, dosing will be escalated
to patient tolerance. One trial, FREEDOM-C (CombioraStudy), is a 16-week study of up to 300 pasevho are currently on an approved
oral PAH background therapy consisting of Revafiacleer or both therapies. There is a plannedimtassessment after 150 patients
complete this study. The second trial, FREEDOM-M(dtherapy Study), is a 12-week study of up to d&ilents who are not on any
background PAH therapy. There is a planned intaissessment after 90 patients complete this stumti. tBals will be conducted at
approximately 50 centers throughout the UnitedeStand the rest of the world. The trials currenfig a 1 mg tablet of oral treprostinil, wit
0.5 mg tablet planned for 2007. We are also consige 5 mg tablet and perhaps a 10 mg tabletarfuture. Since the manufacturing proc
of the tablets on a commercial level is still navd &eing refined, failure of a manufacturing bat€tablets is not wholly unexpected. As a
result, we are continuing to review and refinertr@nufacturing process to prevent and detect arityfeablets. As of February 20, 2007, th
were 52 and 20 patients enrolled in the FREEDOME BREEDOM-M trials, respectively.

Sales and Marketing

Our marketing strategy for Remodulin relies upondedicated sales and marketing team to educateréiseriber community and to
reach patients suffering from PAH. The marketirenteconsisted of approximately 20 employees as oeéBer 31, 2006 with further
growth expected in 2007. Additionally, we rely diranic care specialty pharmacy distributors to hepthysician and patient requests for
Remodulin on a non-exclusive basis in the UniteteSt For additional information, sBemestic Distribution Agreemertglow. These
specialty distributors are experienced in all agpetchronic therapies, including patient care,$hle and distribution of medicines and
reimbursement from insurance companies and otharpaOutside of the United States, we have enietedexclusive distributor agreeme
covering most of Europe, South America, parts dahAsd Israel. Sales in Canada are currently cdadumder the management of our
wholly-owned subsidiary, Unither Biotech Inc., Uistich time as we reach an agreement with a tharty glistributor. We are working with
our current distributors to expand Remodulin sal&s other countries in which they have distribatiights.

We sell Remodulin to our distributors in the Unittes at a discount from an average wholesate pgcommended by us, and to our
international distributors at a transfer pricetsetis. We earned approximately $152.5 million, $208illion and $66.1 million of revenues
from the sales of Remodulin in 2006, 2005 and 2@&gpectively.
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In anticipation of a commercial launch of Vivetarénhaled version of treprostinil, we have beginng a dedicated sales and marke
team to develop launch plans and materials.

Immunotherapeutic Monoclonal Antibodies

In April 2002, we entered into an agreement wittaRlex Corp. (which later became known as AltaRexlisl Corp., a wholly-owned
subsidiary of ViRexx Medical Corp.) (AltaRex) toausively license certain rights to a platform wkfimmunotherapeutic monoclonal
antibodies, including OvaRex, BrevaRex, OncoRegsRiRex and GivaRex. These products were beindapma by AltaRex to treat vario
forms of cancer, including ovarian, prostate, lumgast, multiple myeloma and gastrointestinal eesicThe lead product, OvaRex, had
completed Phase Il studies in ovarian cancer.

Ovarian cancer is the deadliest form of women’sadpctive cancer and is the fifth leading causeawsfcer death among women in the
United States. Over 25,000 cases of ovarian careadiagnosed in the United States every year, avighh 16,000 women dying of the dise
annually.

In January 2003, we initiated two identical doublisded placebo-controlled Phase Il pivotal claditrials of OvaRex in patients with
stage lll/1V ovarian cancer, called IMPACT | andIM_munotherapyP ivotal ov A rian C ancerT rial. Patients enrolled in these studies have
successfully completed front-line therapy, consgf surgery and chemotherapy. We are condudtiesgt studies throughout the United
States at approximately 60 centers. In June 20@6gttrials were fully enrolled with a total of 3gatients across both trials. The primary
endpoint for these trials is the difference in titnalisease relapse between patients treated waliR€x and patients receiving a placebo. The
studies will not be stopped and the results obthin#il both studies have each reached at leastellapse events. As of December 31, 2006,
the reported number of relapse events was 122 anek8pectively, in each of the trials. Followirgdapse, patients will also be followed to
assess long-term survival.

Glycobiology Antiviral Agents

In March 2000, we entered into a license agreemvéhtSynergy Pharmaceuticals, Inc. (Synergy) taobthe exclusive worldwide
rights to certain patents relating to novel ansivitompounds. Synergy was working with the Glyctigiyg Department at the University of
Oxford to develop these compounds. In 2003, by alutansent, we terminated our licensing agreeméhtSynergy. We are now working
directly with Oxford University on the developmeaftnew compounds. These glycobiology antiviral ageme small molecules which may
effective as oral therapies for the treatment giati¢éis B and C infections, as well as dengue fed@panese encephalitis virus and other
infectious diseases. Currently, many of these aganmet undergoing laboratory testing, and new agantalso being synthesized.

The most studied agent identified to date is UTE23An Investigational New Drug Application was subted for UT-231B in 2002 and
was accepted by the FDA. UT-231B completed acutechAnonic Phase | dosing studies in early 2003s@tMiaclinical studies in patients
infected by hepatitis C were initiated in July 2G08] were completed in October 2004. In that ttidl;231B did not demonstrate efficacy
against hepatitis C in a population of patients gaviously failed conventional treatments. Werama conducting preclinical testing of
additional glycobiology drug candidates for theatreent of infectious disease.

Telemedicine Services

We provide telemedicine services to detect cardigtythmias and ischemic heart disease throughvbaotly-owned subsidiary
Medicomp, Inc. (Medicomp), which we acquired in Betber 2000. Cardiac arrhythmias and ischemic liksetse affect an estimated 20
million Americans, and possibly ten times that nemivorldwide. If left undetected and untreatedséheonditions can result in heart attacks
and death. Medicomp provides cardiac Holter moimitp(a 24-hour continuous test of heart rhythmegne
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monitoring (a test that typically extends to 30 slayd looks for more elusive, intermittent arrhyigsh and analysis and pacemaker
monitoring remotely via telephone and the Intefoetospitals, clinicians and other providers. Meanp’s services are delivered through its
proprietary, miniaturized, digital Decipher Holteicorder/analyzer and its CardioPAL family of everttnitors. In March 2005, Medicomp
received FDA market clearance for a patent pengiagive analysis adjunct to its artificial intelligge algorithm that runs on all of its newly
manufactured CardioPAL devices. The p-wave is arditive but important portion of the electrocardiagh that helps determine if an
arrhythmia was generated from the top chamberseheart, the atria, or from the bottom chambetb®heart, the ventricles. This level of
analysis leads to more reliable, automatic deteaifaarrnythmias, like atrial fibrillation.

Holter, event and pacemaker services and systeamaanketed to physicians, hospitals, and managedpcaviders directly by
Medicomp’s internal sales force. Revenues of agprately $6.6 million, $5.8 million and $5.3 millidnom the sales of telemedicine
products and services were earned in 2006, 2002@0dl, respectively.

Arginine

In December 2000, we expanded our cardiovascutarsfavhen we acquired the assets and certain tiabibf Cooke Pharma, Inc., the
exclusive maker of the HeartB&r line of arginimeiehed products, which are now operating as Unitrearma, Inc. (Unither Pharma), our
wholly-owned subsidiary. Arginine is required by the béalproduce nitric oxide. Unither Pharma is the eside licensee of patents entitli
it to claim that arginine is critical for maintaig vascular function and certain other natural fions.

The HeartBar and a related line of products wereketad directly to consumers by us, by independettibutors and through the
Internet. In January 2006, we discontinued salédbeHeartBar line of products, after evaluatingerg clinical trial results and market
potential, among other factors. Sales of non-HeartBginine products and license royalties frordtpirties selling arginine based products
are continuing.

In November 2006, we settled litigation with thempanies that we believed were infringing ourrsirgs patents. We received a
settlement payment and will receive additional iga from sales of products containing arginiranirone of the parties. We believe that
there are a substantial number of additional igkns.

Approximately $100,000, $293,000 and $531,000 véneiles were earned from the sales and royaltiasgafine related products in
2006, 2005 and 2004, respectively.

Beraprost SR

In June 2000, we obtained from Toray Industries, (fioray) the exclusive right to develop and maleraprost, an oral prostacyclin, in
a sustained release formulation (beraprost SRyarunited States and Canada for the treatment ehst¢ular and cardiovascular indications.

Beraprost is an oral form of prostacyclin thathemically stable. Like natural prostacyclin and Reiin, beraprost is believed to dilate
blood vessels, prevent platelet aggregation aneeptegroliferation of smooth muscle cells surroungdblood vessels. Intermittent oral doses
of immediate release beraprost did not prove éffedh Phase Il studies that we conducted fortteatment of peripheral vascular disease,
although early European clinical studies by Avehtisl demonstrated efficacy. However, we believeghstained release oral doses of
beraprost may be an important treatment for PAHafdndustries is currently testing beraprost SR Phase Il clinical trial in Japan.
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In June 2000, in connection with our license, weead to grant options to Toray to purchase 500sb@0es of our common stock upon
Toray’s adequate documentation of sustained releaserbstap humans and its transfer of clinical triaterial for use in clinical trials in tf
United States. These options will not be pricedl Omray has met this milestone. If and when théestone is met, the exercise price of the
options will be set at the fair market value of cammon stock at that time. Due to the uncertasritiedrug development, it is not yet known
if Toray will provide the appropriate clinical ttimaterial. Therefore, in accordance with EITF Es&lo. 96-18 Accounting for Equity
Instruments that are Issued to Other than Emplo, these options are measured at their lowest agtgdagir value at each interim reporting
date, which amount has been zero. As a resultxpense related to these options has been recardid consolidated financial statements.

Northern Therapeutics, Inc.

In December 2000, we formed a nhew company in Caridoidhern Therapeutics, Inc., in conjunction wtle inventor of a new form of
autologous (meaning derived from the patient’s twdy and not from foreign materials such as virugese therapy for the treatment of
PAH and other diseases. Northern Therapeuticsriemily conducting a Phase | gene therapy tri@@amada and, until February 2006, was
distributing Remodulin there.

In October 2006, Northern Therapeutics agreeddatgrs a license to develop and commercialize wka@gous gene therapy in the
United States for PAH. We are required under tbianise to make incremental milestone payments tthiion Therapeutics totaling $1.5
million up to and during completion of the Phaggdl. For the twelve months ended December 3162@@ paid approximately $500,000 in
milestone payments to Northern Therapeutics. IfRhase | trial is successfully completed, we wsliame the development program and
related costs for the United States market. NontAdrerapeutics will receive royalty payments follogecommercialization. As part of this
agreement, we terminated the Remodulin distribugigreement with Northern Therapeutics for Canadaavé distributing Remodulin
directly in Canada under the management of our @lanavholly-owned subsidiary, Unither Biotech Ingntil we find a third-party
distributor.

Due to our $5.0 million investment, we currentlyroapproximately 68% of Northern Therapeutics. Alifjlo we own approximately
68% of Northern Therapeutics, minority shareholgmssess substantive participating rights as deéfimeler EITF Issue No. 96-1Bwvestors
Accounting for an Investee when the Investor Hitagrity of the Voting Interest but the Minority @kholders or Shareholders Ha
Certain Approval or Veto Righthat preclude us from controlling Northern Therapeuand consolidating the compasyinancial statemen
with our own.

The Medtronic MiniMed Strategic Alliance

Medtronic MiniMed partnered with us for the usdtefpager-sized continuous microinfusion pump felivétry of Remodulin
subcutaneously. We entered into an agreement witiéd, Inc. (now Medtronic MiniMed) in Septembed97, which was implemented il
detailed set of guidelines to collaborate in theigie, development and implementation of therapmidsetat PAH utilizing MiniMed products
and Remodulin. The guidelines required us to pweeliafusion pumps exclusively from Medtronic Minitat a discount to MiniMed list
prices. The agreement commenced on September 3, 488 was to continue for seven years after the 20802 FDA approval of
Remodulin. MiniMed advised us in May 2006 thanteinded to discontinue manufacturing infusion pufepsubcutaneous delivery of
Remodulin after first giving us and our distribigdhe opportunity to purchase desired quantitiedldvember 2006, we mutually entered i
a termination agreement with MiniMed. We anticipadatinuing to purchase Medtronic MiniMed pump syggoducts and reselling those
products to several of our foreign distributorshaligh our distributors are free to purchase puamgsassociated
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supplies from other vendors. Approximately $457,0E897,000 and $1.7 million of revenues were eafred the resale of MiniMed pumps
and supplies in 2006, 2005 and 2004, respectively.

Domestic Distribution Agreements

To provide for marketing, promotion and distributiof Remodulin in the United States, we entered imin-exclusive distribution
agreements with CuraScript (a wholly-owned subsydid Express Scripts, Inc. and formerly Prioritgddthcare Corporation), Accredo
Therapeutics, Inc. (a wholly-owned subsidiary ofdde Health Solutions, Inc.), and Caremark, Inc.icwthas accepted an offer by CVS
Corporation to acquire it. Express Scripts has affered to purchase Caremark. If either comparsuessful in purchasing Caremark, we
do not have any information to indicate whethes thierger would have an adverse impact on Remodisiiribution. Our distributors are
responsible for assisting patients with obtainieignbursement for the cost of the therapy and pmgidther support services. Under our
distribution agreements, we sell Remodulin at aalist from an average wholesale price recommenyers land Medtronic MiniMed
infusion pumps at list price. These agreements baea and will continue to be automatically renefegdadditional two-year periods, in the
case of CuraScript, and one-year periods in the chéccredo and Caremark, unless any party previddice of termination. Due to changes
in the regulatory environment and with the termimabf the MiniMed agreement, we intend to updateantracts with these distributors in
2007. None of the changes are expected to haym#dicint impact on our operations or relationshigth these distributors. If these
distributor agreements expire or terminate, unéetath conditions, we may be required to repurchems®ld Remodulin inventory held by t
distributors. We have also established a patiegis@nt program in the United States, which pravigalified uninsured or underinsured
patients with Remodulin at no charge.

Patents and Proprietary Rights

Our success depends in part on our ability to at#ad maintain patent protection for our produstseserve trade secrets, prevent third
parties from infringing upon our proprietary rigtatisd operate without infringing upon the proprigtaghts of others in the United States and
worldwide. (SeéNotes to Consolidated Financial Statemearditem 7—Management’s Discussion and Analysis of iz Condition and
Results of Operatio—Liquidity and Capital Resourcésr information regarding royalties and milestorsyments under these agreements.)

Glaxo Wellcome Assignment

In January 1997, Glaxo Wellcome, Inc. assignedstallrights to the use of the stable prostacyatialog now known as Remodulin. 1
patent covering the use of Remodulin for PAH doatsexxpire in the United States until October 204¢l éxtended—sedatent Term
Extensionsbelow) and until various dates from September 2008ugust 2013 in nine other countries.

Pharmacia License

In December 1996, Pharmacia & Upjohn Company ekalislicensed to us certain patents, a patentiegipbn and know-how for the
composition and production of the stable prostanyamhalog now known as Remodulin. We filed our dwrited States patent application for
a new synthesis and production method for Remodiulidctober 1997, and the patent was granted irudaug002. Two additional patents
covering this synthesis and production method wgeaated in March 2003 and August 2004. We beliba¢ our method of synthesis is a
substantial improvement over the Pharmacia methddage are using our unique synthesis method rétiaerthe licensed Pharmacia method
for the production of Remodulin. We have also reged two patents and have one pending patentcapiph with respect to additional
Remodulin synthesis improvements.
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AltaRex Medical Corp. Agreemel

In April 2002 and August 2003, we entered intorise agreements with AltaRex for the exclusive waeide rights (other than certain
European and Middle Eastern countries) to certatenis relating to a platform of immunotherapentanoclonal antibodies. These
antibodies are currently in various stages of céihand preclinical testing. The lead compound, RexaMAb (oregovomab), is in Phase IlI
clinical trials. The compounds and the method afigithe compounds are the subject of a combinatiossued patents and pending
applications in the United States and around thedw®he issued patents have expiration dates ngnfgpm 2016 to 2022 (subject to
extension—se®atent Term Extensiomlow). Additional inventions relating to the conymals may be owned jointly by us and AltaRex or
individually by AltaRex, depending on the sourcehaf invention.

In December 2004, AltaRex was acquired by ViRexedMal Corporation in an all stock for stock trart&m. AltaRex now operates as
a wholly-owned subsidiary of ViRexx. These transatt have not affected our licensing agreements.

Stanford University and New York Medical Collegedeinses

In 2000, we acquired the exclusive license to gatéom Stanford University and New York Medicalllége related to arginine-based
dietary supplements that work to enhance the lefveaturally occurring nitric oxide in the vascuarstem. The licenses cover worldwide
territories and are valid for the life of the patefexpiration dates ranging from 2010 to 2018).Wileown all rights to any new products
derived from these licenses.

Supernus Pharmaceutical License

In June 2006, United Therapeutics entered intaxatusive license agreement with Supernus for usgdhin technologies developed
Supernus in the formulation of United Therapeutssstained release oral treprostinil. Under the@ment, in return for the license, United
Therapeutics will pay Supernus certain amounts uperachievement of specified milestones baseti@dévelopment of oral treprostinil
and its commercial launch. In addition, the agregpeovides that we will pay a royalty to Superivased on net worldwide sales of the
initial product. Any such royalty will be paid fapproximately twelve years commencing with thet fm®duct sale and is subject to
adjustments as specified in the agreement. Additiorilestone payments and royalty payments mayuesfar the development and the
commercialization of other products developed usiregtechnology granted in this license.

Patent Term Extensions

We believe that some of the patents to which weshiaghts may be eligible for extensions of up tefyears based upon patent term
restoration procedures under the Hatch-Waxmanrmtite United States, and under similar procedur&irope. In February 2005, we were
granted a five-year patent term extension by thitgedrStates Patent and Trademark Office for a patevering the method of treating PAH
using Remodulin. U.S. Patent Number 5,153,222tledtfMethod of Treating Pulmonary HypertensioniwiBenzidine Prostaglandins,” was
originally scheduled to expire on October 6, 200%ill now expire on October 6, 2014. The five-yé#atch-Waxman Act extension is the
maximum extension allowed under 35 U.S.C. §156.

Research & Development Expenditures

We are engaged in research and development andriaweed substantial expenses for these activilibese expenses generally incl
the cost of acquiring or inventing new technologiad products as well as their development. Rekeard development expenses during
2006, 2005 and 2004
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totaled approximately $57.6 million, $36.1 milliand $30.7 million, respectively. (Skem 7—Management’s DiscussiandAnalysis of
Financial Condition and Results of Operati—Major Research and Development Projdotsadditional information regarding expenditures
related to major research and development projects.

Manufacturing and Supply

We make treprostinil sodium, the active ingredfentRemodulin and Viveta, and treprostinil diethiamoine, the active ingredient for
oral treprostinil, in Chicago, Illinois. We are cemtly transitioning these activities to our newdeatory in Silver Spring, Maryland. The
validation process for making these treprostinddzshcompounds in the Silver Spring facility comnezhim October 2006. We anticipate
filing with the FDA and other regulatory agencies &pproval to use the new facility for commergatposes in mid-2007, with regulatory
agency approvals expected in late 2007. We cuyremdintain a treprostinil sodium inventory for owero years of expected demand.

With the transfer of manufacturing operations t® $ilver Spring facility, we are also changing mernal manufacturing process.
Initially, in Chicago, we had produced treprostiméiginning with basic chemicals and completingftilemanufacturing process. Over the last
two years, we have been modifying the process ginlteeprostinil development with advanced intermatgilcompounds made by outside
vendors. These advanced intermediates have bedraipeoduce treprostinil sodium for research ageetbpment purposes and for making
treprostinil diethanolamine for our oral formulatioNe anticipate that upon commercialization of teprostinil, the need for treprostinil
diethanolamine will be greater than the need feprpstinil sodium for inhaled and infusion therapias a result, the manufacturing process
will consist of starting with the advanced internae compound, making treprostinil diethanolamind then converting that compound to
treprostinil. We expect this to allow us the mdsxkibility and efficiency in meeting future demanfds both forms of active ingredients. We
have approved three vendors to supply the advantennediate compounds in order to reduce theaigupply shortages.

Baxter Healthcare Corporation formulates Remodfalirus. The term of our initial agreement with Baxxénded in October 2004. The
contract is renewable for successive eighteen menths and has been renewed. We rely on Cardirethjénc. for conducting stability
studies on Remodulin, formulating treprostinil fiohalation use, formulating treprostinil diethamoiae for the oral clinical trials, and
analyzing other products we are developing. Paddévember 2006, Medtronic MiniMed provided theidely device used to administer
subcutaneous Remodulin to patients.

In October 2006, we commenced the development psdfoe making the active ingredient in OvaRex atSilver Spring, Maryland
facility. The current material being used in ounidal trials was made by Abbott Laboratories, whitas subsequently closed the facility that
had been used to manufacture this type of matésah result, we will be producing this drug ouvesl The currently available drug expires
in early 2008. We are required by FDA rules to destiate the comparability of our Silver Spring-podd antibody to the drug made by
Abbott Laboratories. In parallel with this effonte will be producing validation/registration batsHer FDA approval. We expect that this
process should be completed in early 2008.

Commercial products manufactured by contract marufars include arginine and telemedicine products.

Although we believe that other manufacturers ampbers could provide similar products, serviced araterials, there are few
companies that could replace these manufacturersugpliers. A change in supplier or manufactucerd cause a delay in the manufacture,
distribution and research efforts associated vhighrespective product or result in increased césts. further discussion on this risk,
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see Item 1A—Risk Factors—We have limited experiende prdduction and manufacturing and depend on tpadies, who may not
perform, to synthesize and manufacture many opoastucts.)

Competition

Many drug companies engage in research and develupmcommercialize products to treat cardiovasg@ancer and infectious
diseases. We are aware of four existing treatredready approved in the United States for the tneat of PAH with which Remodulin
competes. They are: Flolan, an intravenously dedivg@rostacyclin marketed by Gilead Sciences, Ifracleer, an oral endothelin antagonist
marketed by Actelion Ltd; Revatio, a PDE-5 inhibjta formulation of the very successful drug Via§ranarketed by Pfizer, Inc.; and
Ventavis, an inhaled prostacyclin marketed by ActeLtd in the United States and by Schering AG&imope. Two additional oral endothe
antagonists are in development. One is Thelin™)ddeveloped by Encysive Pharmaceuticals, Inc. t@dther is ambrisentan™, being
developed by Gilead Sciences, Inc. In addition, petitors may develop and commercialize other prtetihat compete with our products
may do so more rapidly than us. Due to their efss®, Tracleer and Revatio are generally consibizomt-line therapies for newly
diagnosed patients. Flolan and Remodulin, whichmasee complex infusion therapies, are generallysim®red later-stage therapies for sicker
patients. The use of Tracleer, Revatio and Ventaitker alone or in combination with each othél, for many patients delay their need for
infusion therapy. As a result, while we may notreatly compete head-to-head with these drugs ag-firee therapy, the success of their use
affects our commercial operations. As we develap [odhaled and oral treprostinil therapies, we wélexpanding our range of therapeutics
to front line. (For further discussion on this riskeltem 1A—Risk Factors—We are aware of investigatipnaducts being developed for the
treatment of PAH with which our products may havedmpete).

Tracleer is the first in a class of drugs knowmeadothelin antagonists. Revatio is a phosphodiesteype 5 (PDES) inhibitor. These
drugs block the endothelin and the PDE5S enzymeeively, which results in the dilation of pulmoydlood vessels in patients with PAH.
Endothelin antagonists and PDES5 inhibitors may $etlun combination with prostacyclins since thesgsl provide symptomatic relief in
different ways and might complement each otherdattseriously ill patients.

Many companies market or are developing produetsvifil compete with our arginine products in thentional supplement market.
However, we are the only company that owns thenpaights to claim the use of the key ingrediengirsine, for maintaining vascular
function. Three competitors have agreed to payaltypto us on their arginine products, and otherge agreed to discontinue infringing
activities.

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

We compete with all of these companies for custenfanding, access to licenses, personnel, thirtgallaborators, product
development and commercialization. Almost all af¢l companies have substantially greater finamoelketing, sales, distribution and
technical resources, and more experience in resaact development, product development and maxketimical trials and regulatory
matters, than we do.
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Governmental Regulation

The research, development, testing, manufactuomagtion, marketing and distribution of pharmacealtfroducts are extensively
regulated by governmental agencies in the UnitateStand in other countries. Drugs are subjedgtvaus regulation by the FDA in the
United States and similar regulatory bodies in ottoeintries. The steps ordinarily required beforea drug may be marketed in the United
States, which are similar to steps required in rotstr countries, include:

« Preclinical laboratory tests, preclinical studiegnimals, formulation studies and the submissiaing FDA of an Investigational N¢
Drug Application for a new drug;

« Clinical studies in healthy volunteers;

» Adequate and well-controlled clinical trials toadish the safety and efficacy of the drug for eimclication;
* The submission of a New Drug Application to the F2Ad

* FDA review and approval of the New Drug Applicatiomor to any commercial sale or shipment of thegdr

Preclinical tests include laboratory evaluatiopafduct chemistry, toxicity and formulation, as had animal studies. The results of
preclinical testing are submitted to the FDA ag p&an Investigational New Drug Application. A 8@y waiting period after the filing of
each Investigational New Drug Application is regdiprior to the commencement of clinical testin@pitmans. At any time during this 30-
day period or at any time thereafter, the FDA maly proposed or ongoing clinical trials until ittharizes trials under specified terms. The
Investigational New Drug Application process mayeli&remely costly and may substantially delay depedent of our products. Moreover,
positive results of preclinical tests will not nesarily indicate positive results in clinical tgal

Clinical trials to support New Drug Applicationseatypically conducted in three sequential phasetstie phases may overlap. During
Phase I, the initial introduction of the drug ifealthy human subjects or patients, the drug tede® assess its effects on bodily functions
and safety, including side effects associated imitheasing doses. Phase Il usually involves studiedimited patient population to:

» assess the efficacy of the drug in specific, tadétdications;
« assess dosage tolerance and optimal dosage; and
« identify possible adverse effects and safety risks.

If a compound is found to be potentially effectauad to have an acceptable safety profile in PHasealuations, then Phase lll trials,
also called pivotal studies, major studies or adedrclinical trials, are undertaken to further destmte clinical efficacy and to further test
for safety within an expanded patient populatiogesdgraphically diverse clinical study sites.

After successful completion of the required clihitesting, a New Drug Application or a Biologicscense Application (both referred to
as an Application) is typically submitted. The FD#ay request additional information before acceptingpplication for filing, in which
case the Application must be resubmitted with tihditeonal information. Once the submission has bearepted for filing, the FDA reviews
the Application and responds to the applicant. lHwew process is often significantly extended BARequests for additional information
clarification. The FDA may refer the Applicationam appropriate advisory committee for review, eatibn and recommendation as to
whether it should be approved. The FDA is not booythe recommendation of an advisory committee FBA may also inspect the
manufacturing facility before approving an Applicat
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If FDA evaluations of the Application and the maatfiring facilities are favorable, the FDA may issither an approval letter or an
approvable letter. An approvable letter will usyabntain a number of conditions that must be metrder to secure final approval of the
Application and authorization of commercial markgtof the drug for certain indications. The FDAcatsay refuse to approve the
Application and issue a not approvable letter,iout) the deficiencies in the submission and ofeguiring additional testing or information.

At the request of an applicant, the FDA may dedigagproduct as an “orphan drug” if the drug iemtted to treat a rare disease or
condition. A disease or condition is consideree iait affects fewer than 200,000 people in thatebh States. If an applicant obtains the first
FDA marketing approval for a certain orphan drig, applicant will have a seven-year exclusive raghgainst generic versions to market
the drug for the orphan indication. The FDA hasraped the orphan designation for Remodulin fortteatment of PAH by all routes of
administration that we are currently developinggeaignation that includes both primary pulmonargdrension and secondary pulmonary
hypertension. OvaRex has received both orphan ainddgast track designations by the FDA for thettmeat of patients with certain types of
Stage lll or IV ovarian cancer. Under the Food Brndg Administration Modernization Act (FDAMA), fasitack designations are designed to
help accelerate the regulatory approval proceskdpiinvestigational drugs that address unmet na¢dieed. The designations provide the
potential for expedited FDA review and acceleratpdroval.

Subcutaneous Remodulin was approved by the FD#hétreatment of PAH in patients with NYHA ClasdW symptoms to diminish
symptoms associated with exercise, and intraveRensodulin was approved for those patients not @blelerate subcutaneous infusion. If
regulatory approval of our other products is grdngeich approvals will similarly be limited to cart disease states or conditions. The
manufacturers of approved products and their matwfiag facilities will be subject to continual iew and periodic inspections.
Furthermore, identification of certain side effestshe occurrence of manufacturing problems aftérug is on the market could cause
subsequent withdrawal of approval, reformulatiothef drug, additional preclinical testing or cliali¢rials, and changes in labeling of the
product.

The Hatch-Waxman Act provides that patent terms beagxtended to compensate for some of the pafterhat is lost during the FDA
regulatory review period for the product. This edien period would generally be one-half the tireeneen the effective date of an
investigational Application and the submission dz#tan Application, plus all of the time betweer gubmission date of an Application and
the approval of that Application, subject to a nmaxim extension of five years. Similar patent terrrergions are available under European
laws. Following FDA approval, we filed a patentnteextension application with the United States Raaed Trademark Office for our patent
covering the method of treating PAH using Remodidifowing FDA approval. The application was appedvn February 2005 and the
patent now expires on October 6, 2014.

Outside of the United States, our ability to maidet products will also be contingent upon receivinarketing authorizations from the
appropriate regulatory authorities. The foreigrutatpry approval process may include some or alhefrisks associated with FDA approval
set forth above. The requirements governing thelgoinof clinical trials and marketing authorizatiosry widely from country to country. At
present, foreign marketing authorizations are appior at a national level, although, within Eurppecedures are available to companies
wishing to market a product in more than one Euaopégnion (EU) member state.

In the EU, marketing authorizations may be submiitteough a centralized body or through a decemédlor a national level process.
The centralized procedure is mandatory for the @pdrof biotechnology products and high technolpgyducts and is available at the
applicant’s option for other products. The centedi procedure provides for the grant of a singleketang authorization that is valid
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in all EU member states. The decentralized proeeduavailable for all medicinal products that ao¢ subject to the centralized procedure.
The decentralized procedure provides for mutualgeition of national approval decisions, changestigg procedures for national approv
and establishes procedures for coordinated EUrecta products, suspensions and withdrawals. Whgeprocedure, the holder of a natic
marketing authorization for which mutual recognitis sought may submit an application to one orenteld member states, certify that the
dossier is identical to that on which the first ap@l was based, or explain any differences antifgénat identical dossiers are being
submitted to all member states for which recognit®sought. Within 90 days of receiving the apgtilen and assessment report, each EU
member state must decide whether to recognize aglpibhe procedure encourages member states towitirkapplicants and other
regulatory authorities to resolve disputes concgymautual recognition. Lack of objection of a givauntry within 90 days automatically
results in approval in that country. Following rigtef marketing authorization in a member state, applicant is then required to engage in
pricing discussions and negotiations with a sepgvegscription pricing authority in that country.

To secure European regulatory approvals for theoti®gmodulin for PAH we used the mutual recognitiwocedure and filed our first
Marketing Authorization Application in France intiraary 2001. Review of our application was compmléte2005. As a result, Remodulin
was approved in 23 countries of the EU under theuaduecognition process described above. We watlvdapplications in Spain, the United
Kingdom and Ireland with the intent of resubmittihg applications when we file for approval forawenous Remodulin. We have to file for
intravenous Remodulin approval using the mutuabdgedion process. We have filed our applicationtwgtr host country, France. The
application is currently under review. Regulatopplications are pending in other countries.

Arginine and telemedicine products are manufactatezbntract facilities that are regulated by tBARinder different laws and
regulations that apply to dietary supplements éndase of arginine, and medical devices, in the oftelemedicine products. The
telemedicine devices designed and sold by Medicbhave received marketing clearance from the FDA udetion 510(k) of the Food,
Drug and Cosmetic Act. Medical devices are requicelde manufactured in conformance with the FDAUmally System Regulations.

In the United States, reimbursements are provide®R&modulin by many independent third-party payasswell as the Medicare and
Medicaid programs. Medicare is the federal progveich provides health care benefits to certainaretitizens and certain disabled and
chronically ill persons, and Medicaid is the fedgragram administered by the states to providdtheare benefits to certain indigent
persons. The Medicare contractors who administeptbgram provide reimbursement for Remodulinrate generally equal to 95% of the
published average wholesale price, as recommengdad.he state Medicaid programs generally proxgd@bursement for Remodulin at a
price that is below the published average wholgsate. Beginning in 2007, the Medicare ModernizatAct requires that we and the Cen
for Medicare and Medicaid Services negotiate a peee for Remodulin. We anticipate that the nevesuvill not have an impact on
Remodulin reimbursement rates in 2007. In returrifoluding Remodulin in the Medicare and Medicpidgrams, we have agreed to pay a
rebate to state Medicaid agencies that providelreisement for Remodulin. We have also agreed t&reshodulin under contracts with the
Veterans Administration, Department of Defense,liedtealth Service and numerous other federal agsres well as certain hospitals that
are designated as 340B entities (entities desigratdéederal programs to receive discounted drigep) at prices that are significantly below
the price we charge to our distributors. These fog and contracts impose many regulations andatésts on our business. Failure to
comply with these regulations and restrictions dagkult in a loss of our ability to continue redeg reimbursement for Remodulin. We
estimate that between 35-50% of Remodulin sal#ésarJnited States are reimbursed under the MedaadeMedicaid programs.
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Employees

We had approximately 285 employees as of Februgyd07. We also maintain active independent cotdraelationships with various
individuals, most of whom are on month-to-montfaonual consulting contracts. We believe our emmagdations are excellent.

Industry Segments and Geographic Areas

The information required by Item 101(b) and 10X(fiRegulation S-K relating to financial informatiabout industry segments and
geographical areas is contained in Notes 17, réispbg of the audited consolidated financial stagats, which are included in this Annual
Report on Form 10-K.

Corporate Website

Our Internet website addressas/w.unither.com . Our filings on Form 10-K, Form 10-Q, Form 3, FofimForm 5, and Form 8-K, and
amendments thereto, are available free of chargegh this internet website as soon as reasonahbtipable after they are filed or furnist
to the Securities and Exchange Commission (SEC).
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EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list, as of February 21, 2008ttiag forth certain information regarding our extee officers. Each executive officer
holds office until the first meeting of the Boartlirectors after the annual meeting of stockhagdand until his or her successor is elected
and qualified or until his or her earlier resigoator removal. Each executive officeémployment will end pursuant to the terms ofdnikel
employment contract. Each of the employment cotgrgenerally provides for an initial term of seeviaf five years, which five-year term
may be renewed after each year for additional @a-periods.

Name Age  Position

Martine A. Rothblatt, Ph.D., J.D., M.B.A. 52  Chairman, Chief Executive Officer and Direc
Roger Jeffs, Ph.L 45 President, Chief Operating Officer and Direc
John M. Ferrar 52 Chief Financial Officer and Treasul

Paul A. Mahon, J.C 43 Executive Vice President for Strategic Plann

General Counsel and Corporate Secre

Martine A. Rothblatt, Ph.D., J.D., M.B.Astarted United Therapeutics in 1996 and hasesesig Chairman and Chief Executive Officer
since its inception. Prior to founding United Theeatics, she founded and served as Chief ExecOfffieer of Sirius Satellite Radio and was
principally responsible for several other uniquelagations of satellite communications technolo§iie also represented the radio astronomy
interests of the National Academy of Sciences’ Catte® on Radio Frequencies before the FCC anchledinternational Bar Association’s
efforts to present the United Nations with a dkfiman Genome Treaty. Her book, YOUR LIFE OR MINEDW GEOETHICS CAN
RESOLVE THE CONFLICT BETWEEN PUBLIC AND PRIVATEERESTS IN XENOTRANSPLANTATI, was published by Ashgate in
2004.

Roger Jeffs, Ph.Djoined United Therapeutics in September 1998 asdiir of Research, Development and Medical. Dfs Jeds
promoted to Vice President of Research, DevelopmedtMedical in July 2000 and to President and {GDperating Officer in January 20C
Prior to 1998, Dr. Jeffs worked at Amgen, Inc. aanldiger of Clinical Affairs and Associate DirectdéiGinical Research from 1995 to 1998,
where he served as the worldwide clinical leadghefinfectious Disease Program.

John M. Ferrari,joined United Therapeutics in May 2001 as Controldr. Ferrari was promoted to Vice President afdfice in
December 2003 and to Vice President of FinanceTaedsurer in June 2004. In August 2006 Mr. Femas promoted to Chief Financial
Officer and Treasurer. Prior to joining United Tapeeutics, Mr. Ferrari served as Controller for Rtaward, Inc. from 1998 to 2001. Prior to
his employment with Blackboard, Inc., Mr. Ferraingd in various senior financial management pmsitisince 1984.

Paul A. Mahon, J.Dhas served as General Counsel and Assistant Cte@@earetary of United Therapeutics since its itioapn 1996.
In June 2001, Mr. Mahon joined United Therapeuties full-time employee as Senior Vice PresiderféBal Counsel and Corporate
Secretary. In November 2003, Mr. Mahon was promuieeixecutive Vice President for Strategic Planni@gneral Counsel and Corporate
Secretary. Prior to June 2001, he served Unitedapeaitics from its formation in 1996 in his capgeis principal and managing partner of a
law firm specializing in technology and media law.
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ITEM 1A. RISK FACTORS

Forward-Looking Statements

This Annual Report on Form 10-K contains forwardiimg statements made pursuant to the safe harbwispns of Section 21E of the
Securities Exchange Act of 1934 (the Exchange &wt) the Private Securities Litigation Reform Actl&05 which are based on our beliefs
and expectations as to future outcomes. Thesarstats include, among others, statements relatitigetéollowing:

Expectations of revenues and profitability;

The timing and outcome of clinical studies and teguy filings;

The achievement and maintenance of regulatory &pfsp

The availability of drug product;

The ability to find alternate sources of supply amehufacturing for our products;
The existence and activities of competitors;

The expectation not to pay dividends on commorksiothe foreseeable future;
The pricing of Remodulin;

The dosing and rate of patient consumption of Rartiiod

The expectation of reimbursement by third-partygsayor intravenous Remodulin and the impact of mgylatory changes to the
level of reimbursement;

The expected levels and timing of bulk purchaseshemicals used to manufacture treprostinil, thivaéngredient of Remodulin;

The outcome of potential future regulatory actinesn the FDA and other international regulatorymagjes and any actions that may
or may not be taken by the FDA and other intermatioegulatory agencies as a result of any sudhlaggy actions;

The rate of physician and patient acceptance opmducts as safe and effective;
The development and sale of products covered bypdies and assignments;
The adequacy of our intellectual property protawtiand their expiration dates;
The outcome of any litigation in which we are octsae involved;

The ability of third parties to develop, markestdbute and sell our products;
The composition of our management team;

The adequacy of our insurance coverage;

The ability to obtain financing in the future;

The value of our common stock;

The expectation of future repurchases of our comstock;

The funding of operations from future revenues;

The expectation of continued profits or losses;

Expectations concerning milestone and royalty paytmiz 2007 and beyond;

Expectations concerning payments of contractuagiatibns in all future years and their amounts;
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» The use of net operating loss carryforwards anéhleas tax credit carryforwards, the tax impactwf leedging contracts entered into
in connection with the convertible debt offeringlahe impact of Section 382 of the Internal Reve@ude on their use;

* Income tax expenses and benefits in current andeyteriods;

« The completion of in-process research and develapprejects and their impact on our business;
* The pace and timing of enrollment in clinical tsial

» The expectation, outcome and timing of new andinairtg regulatory approvals;

« The timing, resubmission, completion and outcom#hefapplications for approval of subcutaneous Reriin Ireland, Spain and
the United Kingdom;

» The timing, completion and outcome of pricing ap@als in European Union countries that approve stasimaous Remodulin;
« The expectation, outcome and timing of marketingrapals in European Union countries for intravenBesnodulin;

« The expected levels and timing of Remodulin sales;

« The adequacy of our resources to fund operations;

« The expectation, outcome and timing of validatibrend level of spending to validate, our newly-stoucted laboratory production
facility in Silver Spring, Maryland,;

« The potential amount of the minimum residual vajuarantee under our synthetic lease agreementWWatthovia Bank, N.A. and
Wachovia Development Corporation relating to ouwilfiy in Silver Spring, Maryland;

« The expected amounts and timing of resources #cdmstruction of facility projects in Researchangle Park, North Carolina and
the expectation to finance the construction ofreew facility in Silver Spring, Maryland

« Events that could occur upon termination of the ki¢ata synthetic lease and related agreements;
« The potential impacts of new accounting standards;

e Our intent and ability to hold certain marketaliedstments until maturity;

expects,” “predictsdniticipates,” “intends,”

”ou

« Any statements preceded by, followed by or thauite the words “believes,
“estimates,” “should,” “may” or similar expressigrand

« Other statements contained or incorporated byeatar in this Annual Report on Form 10-K that arehistorical facts.

The statements identified as forward-looking staets may exist ittem 7—Management’s Discussion and Analysis ofriéiz
Condition and Results of Operatiooselsewhere in this Annual Report on Form 10-Kedénstatements are subject to risks and unceesinti
and our actual results may differ materially frontigipated results. Factors that may cause sudéreifces include, but are not limited to,
those discussed below. We undertake no obligatigrublicly update forward-looking statements, wieeths a result of new information,
future events or otherwise.

Unless the context requires otherwise or unlessratise noted, all references in this section toiteéthTherapeutics” and to the
“company”, “we”, “us” or “our” are to United Theraptics Corporation and its subsidiaries.
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Risks Related to Our Busines:

Actual consolidated revenues and net income may lfferent from published securities analyst projectons. In addition, we have a
history of losses and may not continue to be profible.

Many independent securities analysts have publigadterly and annual projections of our revenuebsm@ofits. These projections were
made independently by the securities analysts basddeir own analysis. Such estimates are inhigrenbject to a degree of uncertainty,
particularly because we do not generally providevéwd-looking guidance to the public. As a resthlg actual revenues and net income may
be greater or less than projected by such seaudtialysts. Even small variations in reported reesrand profits as compared to securities
analysts’ expectations can lead to significant gearin our stock price.

Although we have been profitable for every quagteded after March 31, 2004, we lost money fromdéite of our inception in 1996
through March 31, 2004. At December 31, 2006, aoumulated deficit was approximately $41.4 million.

Factors that could affect consolidated revenuespaoiitability and cause our quarterly and annysrating results to fluctuate include
the following:

« Extent and timing of sales of Remodulin to disttds;
« Levels of Remodulin inventory held by our distribig and changes to those levels from quarter tagma
« Level of patient demand for Remodulin and othedputs;

« Status and impact of other approved competitivelypets such as Ventavis, Revatio, Tracleer and Flatal investigational
competitive products such as ambrisentan, Thelaj<® , Gleeve® , Aviptadil™ and other potentiatéstigational competitive
products;

« Changes in prescribers’ opinions about Remodulin;

« Impact of medical and scientific opinion about punducts;

« Levels of research and development, selling, géaedadministrative expenses;
» Timing of payments to licensors and corporate @asin

« Retention and growth of patients treated with Reutiad

« Remodulin side effects, including impact of infusiite pain and reaction from subcutaneous usesofdglulin and risk of line
infections or sepsis relating to intravenous usBRerhodulin;

e Changes in the current pricing and dosing leveRerhodulin;
« Changes in the length of time that Remodulin wiaég/ be used by patients;

e Changes in the pricing of other therapies apprdoe®AH, including possible generic formulationsatfier approved therapies, such
as Flolan, which may be sold in generic form beiigrin May 2007;

« The ability of our distributors to transition toetluse of other infusion pumps currently availablgl®e market due to Medtronic’s
discontinuance of the 407C infusion pumps;

Willingness of private insurance companies, Mediand Medicaid to reimburse Remodulin at curreiting levels;
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« Impacts of new legislation and regulations and gearto the Medicare and Medicaid programs and ted of reimbursement of
Remodulin;

« Our ability to maintain regulatory approval of Rethatin in the United States and other countries;

« Additional regulatory approvals for Remodulin iruotries other than where it is currently sold;

» Continued performance by current Remodulin distobsiunder existing agreements;

» Size, scope and outcome of development effortexmting and additional products;

« Future milestone and royalty payments under licamseother agreements;

« Cost, timing and outcomes of regulatory reviews;

« Rate of technological advances;

< Our ability, and our suppliers’ abilities, to edtah, defend and enforce intellectual property tsgh

« Development of manufacturing resources or the éshabent, continuation or termination of third-panbanufacturing arrangements;

» The expected levels and timing of bulk purchasemdoBinced intermediate compounds and other chesnised to manufacture
treprostinil, the active ingredient of Remodulin;

« Establishment, continuation or termination of thirakty clinical trial arrangements;

« Development of sales and marketing resources aedtablishment, continuation or termination ofdkparty sales and marketing
arrangements;

» Impact of any regulatory restrictions on our markgiand promotional activities;

» Recovery of goodwill, intangible assets and investta in affiliates;

» Collection of accounts receivable and realizatibmweentories;

» Risks associated with acquisitions, including thaitg to integrate acquired businesses;

* Unforeseen expenses;

« Actual growth in sales of telemedicine and argirpneducts;

« Actual expenses incurred in future periods; and

« Completion of additional acquisitions and executidticensing and technology development agreements

Most of our pharmaceutical products are in clinstaldies. We might not maintain or obtain regukatmpprovals for our pharmaceutical
products and may not be able to sell our pharmaadyaroducts commercially. Even if we sell our guots, we may not be profitable and
may not be able to sustain any profitability weiaeh.

We may not successfully compete with establishedutys and the companies that develop and market them.

We compete with established drug companies duniodyzt development for, among other things, fundauagess to licenses, expertise,
personnel, clinical trial patients, and third-pactllaborators. We also compete with these comgdniowing approval of our products.
Almost all of these competitors have substantigilyater financial, marketing, sales, distribution &echnical resources, and more experience
in research and development, clinical trials argil&ory matters than we do.
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We are aware of existing treatments that compette avir products, especially in the field of PAHtiBats and doctors may perceive
these competing products to be safer, more effectnore convenient or less expensive than Remodidicordingly, sales of Remodulin
not increase or may even decrease if doctors pibesiess Remodulin than they are prescribing ateare

For the treatment of PAH, we compete with many aped products in the United States and worldwideluiding the following:

« Flolan was the first product approved by the FDAtfeating PAH and has been marketed by GlaxoSniiteKPLC since 1996 and,
beginning in the second quarter of 2006, by Myoden, On October 6, 2006, Myogen announced th&igited a merger agreement to
be acquired by Gilead Sciences, Inc., which isndgrhas a large and successful biotechnology coyripahe United States. Generic
formulations of Flolan could be available for conrmal sale as early as May 2007. Flolan is deligdrg intravenous infusion and
considered to be an effective treatment by most RAperts.

* Ventavis was approved in December 2004 in the dritiates and in September 2003 in Europe. Venigtl® only prostacyclin thi
has been approved for inhalation, whereas Remodutnly currently approved to be delivered throughavenous or subcutaneous
infusion. Ventavis was initially marketed by CoTixeinc. in the United States and Schering AG imdpe. In January 2007, CoThe
was acquired by Actelion Ltd, the manufacturer distributor of Tracleer, which is regarded as acesgsful biotechnology company.

« Tracleer, the first oral drug to be approved fotR4s also the first drug in its class, known adathelin receptor antagonists.
Tracleer was approved in December 2001 in the dr8tates and May 2002 in Europe. Tracleer is madkby Actelion Ltd
worldwide. As an oral therapy, Tracleer is a vespenient therapy; and

* Revatio was approved in June 2005 in the UniteteSt&Revatio is also an oral therapy and is magkeyePfizer, Inc. Revatio is a
different formulation of the very successful drugdta and is the first drug in its class, knowrP&E-5 inhibitors, to be approved for
PAH.

Doctors may reduce the dose of Remodulin they @ivtheir patients if they prescribe our competitpreducts in combination with
Remodulin. In addition, certain of our competitgpsdbducts are less invasive than Remodulin andisieeof these products may delay or
prevent initiation of Remodulin therapy. Finallg, @ result of Actelion’s recent acquisition of Cefik, Actelion now controls two of the five
therapies approved for PAH in the United Statesddition to reducing competition through this adigation, because Actelion is dominant
in the sales and marketing of oral PAH therapiasay bring its considerable influence with prelsers to the sales and marketing of
Ventavis.

Many companies are marketing and developing predtmitaining arginine that compete with our prodwet. Many local and regional
competitors and a few national competitors prowdeliac Holter and event monitoring services arsdesyis that compete with our
telemedicine products. A number of drug companiearsuing treatments for ovarian and other canaed hepatitis that will compete with
any products we may develop from our immunotherap@wonoclonal antibody platform and glycobiologytigiral agents platform.

Discoveries or developments of new technologies bthers may make our products obsolete or less uséfu

Other companies may make discoveries or introdegeproducts that render all or some of our techyieand products obsolete or
commercially viable. Researchers are continuallikintanew discoveries that may lead to new techriekothat treat the diseases for which
our products are intended. In addition, alternaipproaches to treating chronic diseases, suchrestgerapy, may make our products
obsolete or noncompetitive. Other investigatiohakapies for PAH could be used in
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combination with Remodulin. If this happens, dostoray reduce the dose of Remodulin they give to gagients. This could result in less
Remodulin being used by such patients and, headeced sales of Remodulin.

We are aware of investigational products being deleped for the treatment of PAH with which our products may have to compete.

Remodulin and our other treprostinil-based produotdy have to compete with investigational prodacisently being developed by
other companies, including:

Sitaxsentan (Thelin) is being developed by EncyBkiermaceuticals, Inc. (Encysive) worldwide for tileatment of PAH. Encysive
has completed testing of Thelin, an oral tabled, &ased on favorable results, has filed for apgraith the FDA in the United State
In July 2006, Encysive announced that the FDA deitezd that Thelin was approvable with one substaritem remaining
unresolved. In December 2006, Encysive announcadtie FDA had accepted for review its completpoase to its FDA’s

July 2006 approvable letter. In August 2006, Engysinnounced that Thelin received marketing authtian in all nations in the
European Union. If approved in the United Statd®lif would become the second drug available irctass known as endothelin
receptor antagonists;

Ambrisentan is being developed by Gilead Scienloes for the treatment of PAH. Ambrisentan, an ¢aallet, has completed pivotal
clinical testing and is also an endothelin receptarngonist. In February 2007, Gilead Sciencesamred that its New Dug
Application for ambrisentan was accepted by the FdAsix-month priority review. Gilead Sciencegségarded as a large and
successful biotechnology company in the UnitedeStat

Cialis is an approved oral treatment for erectilefdnction and is currently marketed by Lilly ICQEC, a joint venture of Eli Lilly
and Company and ICOS Corporation. Cialis is culydrging studied in patients with PAH, and is ie #ame class of drugs as
Revatio. On October 17, 2006, ICOS Corporation anned that it signed a merger agreement to be ety Eli Lilly and
Company, which is a large and successful pharmize¢gbmpany in the United States;

Gleevec is an approved oral treatment for chronjeloid leukemia (a cancer of the blood and boneowgrand is currently market
by Novartis Pharmaceuticals Corporation. Recentlyearchers experienced in PAH have conductedestodiGleevec and believe
that it may be effective in treating PAH;

Aviptadil, an inhaled formulation of vasoactivedstinal peptide, is being developed by mondoBIOTE@Hting SA, for the
treatment of PAH. In September 2006, mondoBIOTE@Hoanced that it had outlicensed Aviptadil for treatment of PAH to
Biogen-ldec Inc., which is regarded as a largesuttessful biotechnology company in the UnitedeStat

PRX-08066, a serotonin receptoHI-2B antagonist, is being developed by Predix Plaaeuticals Holdings, Inc., as an oral table
the treatment of PAH. Two Phase | clinical trialSP®X-08066 are being conducted in healthy volurstee

PulmoLAR™ is being developed by PR Pharmaceutitats,It is a once-a-month injectible therapy whatntains a metabolite of
estradiol and has been shown in animal and cellefsdd address certain processes associated wih PA

Oral and inhaled formulations of Fasudil, a #inase inhibitor, are being developed by Actelidd for the treatment of PAH. Fasu
is currently approved in Japan as an intravenoug tir treat a disease unrelated to PAH;
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» Sorafenib, marketed by Bayer AG as Nexavar fowmaded renal cell cancer, is a small molecule whiblbits Raf kinase and
which may interfere with the thickening of bloodsgel walls associated with PAH. A Phase 1 clinical in PAH has been proposed,;
and

* Recombinant Elafin, being developed by PROTEO Biot&G, is a protein that is produced naturallyiia body that may inhibit
inflammatory reactions. In February 2007, Elafioeetly was granted orphan product status in thef&an Union for the treatment
PAH and chronic thromboembolic pulmonary hypertensi

There may be additional drugs in development foHR#d there may also be currently approved drugisnttay be effective in treating
the disease. If any of these drugs in developmeatt®r currently approved drugs are used to #éad, sales of Remodulin may fall.

If third-party payers will not reimburse patients for our drug products or if third-party payers limit the amount of reimbursement,
our sales will suffer.

Our commercial success depends heavily on thirtspeayers, such as Medicare, Medicaid and privaarance companies, agreeing to
reimburse patients for the costs of our pharmacaluroducts. These thingarty payers frequently challenge the pricing of rmad expensiv
drugs, and it may be difficult for distributors l§®) Remodulin to obtain reimbursement from theaggrs. Remodulin and the associated
infusion pump and supplies are very expensive. @iewe our investigational products, if approved| also be very expensive. Presently,
most third-party payers, including Medicare and Maidl, reimburse patients for the cost of Remodikigrapy. In the past, Medicare has not
reimbursed the full cost of the therapy for somiéepds. Beginning on January 1, 2007, the Medidéodernization Act requires that we and
the Centers for Medicare and Medicaid Services tiggoa new price for Remodulin. Third-party payersy not approve our new products
for reimbursement or may not continue to approve@&dulin for reimbursement, or may seek to redueeathount of reimbursement for
Remodulin based on changes in pricing of otherghies for PAH, including possible generic formuas of other approved therapies, such
as Flolan, which may be sold in generic form bemgignn May 2007. If third-party payers do not apgea product of ours for reimbursement
or limit the amount of reimbursement, sales wiffey as patients could opt for a competing prodbat is approved for reimbursement.

We rely on third parties to develop, market, distrbute and sell most of our products and those thirgharties may not perform.

We are currently marketing products in three of fiwe therapeutic platforms: Remodulin in our pexsfclin analog platform, products
our arginine formulations platform, and CardioPAdrdiac event monitors and Holter monitors in olerteedicine platform. We do not have
the ability to independently conduct clinical sesliobtain regulatory approvals, market, distrilmurteell most of our products and intend to
rely substantially on experienced third partiepdéoform all of those functions. We may not locateeptable contractors or enter into
favorable agreements with them. If third partiesmndbsuccessfully carry out their contractual daite meet expected deadlines, we might not
be able to obtain marketing approvals and selpooducts.

Until November 14, 2006, Medtronic MiniMed was @xclusive partner for the subcutaneous delivefRehodulin using the MiniMed
microinfusion device for PAH. Medtronic had advigedthat it intended to discontinue making infugimmps for subcutaneous delivery of
Remodulin after first giving us and our distribigdine opportunity to purchase desired quantitiesNOvember 14, 2006, we mutually agreed
with MiniMed to terminate our contract. We relied bedtronic MiniMed’s experience, expertise andi@enance in supplying the infusion
pumps. Any disruption in the supply to PAH patiesitsnfusion devices could delay or prevent paseénbm initiating or continuing
Remodulin therapy, which
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could adversely affect our revenues. Doctors atigmia may not be able to obtain acceptable sulbstitelivery devices to replace the
MiniMed microinfusion devises when the availabl@sly held by our distributors has been depleted.

Similarly, we rely on Accredo Therapeutics, Incwaolly-owned subsidiary of Medco Health Solutiohs;.), CuraScript (a wholly-
owned subsidiary of Express Scripts, Inc. and folyreriority Healthcare Corporation) and Caremank, (which has agreed to merge with
CVS Corporation and is also an acquisition tar§é&ress Scripts) to market, distribute, and Relinodulin in the United States. Accredo,
CuraScript and Caremark are also responsible fovinoing third-party payers to reimburse patiewotsthe cost of Remodulin, which is very
expensive. If our distribution partners and cortvescdo not achieve acceptable profit margins, thay not continue to distribute our
products. If our distribution partners in the Uditstates and internationally are unsuccessfulgir gfforts, our revenues will suffer.

During 2005, two of our Remodulin distributors retUnited States were sold to larger companieseMexently, in November 2006,
Caremark announced its agreement to merge with ENd®ever, Express Scripts had also made an offacqoire Caremark. If Express
Scripts is successful in acquiring Caremark, thénpossible that the Remodulin distribution natkeoof Caremark and Express Scripts will
be combined, leaving us with two distributors ie thnited States. Together, they account for theritgjof our Remodulin sales. When the
distributors were independently managed, the Refiroffanchise was a more significant business émthbecause they were much smaller.
As divisions or subsidiaries of much larger companhowever, Remodulin could be much less sigmifitathese distributors. There can be
no assurance that a merger among our distributitireat adversely affect Remodulin distribution. dddition, we have been informed that,
effective January 1, 2007, Accredo will becomedRelusive U.S. distributor for Flolan. It is podsilthat our distributors may devote fewer
resources to the distribution of Remodulin. If s may negatively impact our sales.

If we cannot maintain regulatory approvals for our products, we cannot sell those products and our remues will suffer.

The process of obtaining and maintaining regulatgprovals for new drugs is lengthy, expensive @amgkrtain. The manufacture,
distribution, advertising and marketing of thesedurcts are subject to extensive regulation. Any pevduct approvals we receive in the
future could include significant restrictions om thise or marketing of the product. Product appsvigranted, can be withdrawn for failure
to comply with regulatory requirements, includilmgse relating to misleading advertising or upondbeurrence of adverse events following
commercial introduction of the products. We recdivae warning letter from the FDA related to adgert in 2005, which was resolved
satisfactorily.

We rely heavily on sales of Remodulin. During tlearyended December 31, 2006, our Remodulin satesiated for 96% of our total
revenues. If approvals are withdrawn for Remodatiany other product, we cannot sell that prodadt@ur revenues will suffer. In addition,
if product approvals are withdrawn, governmentahatities could seize our products or force usetmal our products.

Our products may not be commercially successful baase physicians and patients may not accept them.

Even if regulatory authorities approve our produtiey may not be commercially successful. We eixjhet most of our products,
including Remodulin, which is already approved gy EDA, will be very expensive. Patient acceptasfcand demand for our products will
depend largely on the following factors:

« Acceptance by physicians and patients of our prisdag safe and effective therapies;

«  Willingness of payers to reimburse and thel®f reimbursement of drug and treatment costhivg-party payers such as
Medicare, Medicaid and private insurance companies;
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» Safety, efficacy, pricing and convenience of alire products;
« Convenience and ease of administration of our prisgdand

» Prevalence and severity of side effects associittdour products, including the infusion site paimd reaction associated with the
use of subcutaneous Remodulin and the risk ofitifextions or sepsis associated with the use adiwetnous Remodulin.

Reports of side effects, such as sepsis, associatétth intravenous Remodulin could cause physicianand patients to not accept
Remodulin or to cease to use Remodulin in favor @iternative treatments.

Sepsis is a serious and potentially life-threatgmifiection of the bloodstream caused by a widéetyaof bacteria. Intravenous
prostacyclins are infused continuously throughtaetar placed in patients’ chests, and sepsis expacted consequence of this type of
delivery. As a result, sepsis is included as ainghkoth the Remodulin and Flolan package ins@ite. Flolan package insert specifically
documents the risk rate of sepsis at 0.32 evemtpgieent per year, meaning one patient out ofyetlmee taking the drug is expected to have
a sepsis infection each year. Or, each patieniaarFis expected to have one sepsis infectionyetigee years. The Remodulin package
insert notes that two of 38 patients experienceketar-related infections in an open-label 12-wstekly, but does not provide any data
relating to expected risk rate. Historical datararavenous prostacyclin administration does nentdy the specific types of bacteria
responsible for these infections.

In February 2007, the Scientific Leadership ComeeittSLC) of the Pulmonary Hypertension Associatipnounced new guidance
relating to the treatment of PAH patients on loegyt intravenous therapy. The SLC guidance was dssugesponse to the release of a slide
presentation prepared by researchers with theCk8ters for Disease Control and Prevention (CD@)let “ Bloodstream infections among
patients treated with intravenous epoprostenol extichvenous treprostinil for pulmonary arterial hggiension, United States 2(—2006".
These slides accompanied a presentation to theaBd@nay subsequently be published as a reporei€BC’sMorbidity and Mortality
Weekly ReportThe slides were prepared in connection with a C&dspective inquiry at seven centers into amepiancreased blood
stream infections, particularly granegative blood stream infections, among PAH patitneiated with intravenous Remodulin as compart
intravenous Flolan. The SLC guidance statementnibtat the CDC observations were hypothesis-gengrahd did not permit definitive or
specific conclusions. The SLC reminded physiciditd® need to be aware of the range of possible gregative and gram positive infectic
organisms in patients with long-term central cattetind to treat them appropriately. In respondgkd SLC guidance statement, we are
planning to commence a multi-center, multi-natiomallti-year and multi-agent prospective studydiestifically test the hypothesis of
whether there are differences in the risk of sepstssepsis sub-types among parenterally-deliyerestanoids. We anticipate this study to
enroll several hundred patients, which enrolimsr@ipected to commence later this year. We alsotplaoordinate a working group with t
Pulmonary Hypertension Association and physiciantbraurses, along with its network of specialty ritisttors and home health care
providers, to develop unified best practice recomatagions related to the chronic administration\oprostanoids via central venous
catheters. Finally, we will revise Remodulin paok&abeling to more fully describe the known infentrisk and appropriate technique that
should be practiced when preparing and adminigggR@modulin intravenously.

Although the risk of sepsis is currently includedie Remodulin label, and the occurrence of sépdaniliar to physicians who treat PAH
patients, concern about bloodstream infections atlgrsely impact physicians’ prescribing practiceegard to Remodulin. If that occurs,
Remodulin sales could suffer and our profitabitiuld be adversely impacted.
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We have limited experience with production and manfacturing and depend on third parties, who may noperform, to synthesize anc
manufacture many of our products.

Prior to our 1999 acquisition of SynQuest, Inaccpmpany that manufactured treprostinil, the bulivaangredient in Remodulin, we h
no experience with manufacturing. Presently, coneiaktreprostinil is being manufactured only bywish reliance on third parties for cert:
raw and advanced intermediate materials.

The OvaRex material that is currently being useounstudies was made by a contract manufactuendhexpire in early 2008. In
2007, we plan to make the OvaRex antibody for ifs¢ ime ourselves, in our new Silver Spring ladiory. Biological drugs are generally 1
most complex drugs to manufacture, and we haverratempted to manufacture them in-house beforterAfe manufacture our own
OvaRex, we must then demonstrate that it is conlpbata the drug used in the Phase Il clinicallsti&ven if our OvaRex trials are
successful, we will not be able to obtain apprdealOvaRex unless we can demonstrate that the OvaRtbody we manufacture is
comparable to the drug used in the trials. If wencd demonstrate the comparability prior to theiitipn date, then we may have to repeat
the OvaRex trials with the new drug that we mantuiigc Although the laboratory is completed anddsupied by our personnel, we are still
performing test runs and finalizing proceduresdoar developmental production runs prior to our psscscale-up and validation production
runs of OvaRex. In addition, we are working wittr builders to complete or repair certain aspecthefiaboratory. We hope to commence
process scale-up and validation production of thaR2x antibody in early 2007.

We rely on third parties for the manufacture ofcall products other than treprostinil. We rely caxi&r Healthcare Corporation for the
formulation of Remodulin from treprostinil. We rebyn Cardinal Health, Inc. for conducting stabiktydies on Remodulin, formulating
treprostinil for inhalation use, formulating tatddor the oral clinical trials, and analyzing otlpeoducts that we are developing. We rely on
MSI of Central Florida, Inc. to manufacture ouetakdicine devices. We rely on other manufactuersake our investigational drugs and
devices for use in trials.

Although there are few companies that could repésazh of these suppliers, we believe that otheplsrp could provide similar servic
and materials. A change in suppliers, however,ctoalse a delay in distribution of Remodulin arfteoproducts, and in the conduct of
clinical trials and commercial launch, which woaldiversely affect our research and developmentteféord future sales efforts.

Our manufacturing strategy presents the followisgs:
« The manufacturing processes for some of our precuate not been tested in quantities needed fomayoial sales;

< Delays in scale-up to commercial quantities anagss validation could delay clinical studies, retaly submissions and
commercialization of our products;

« Along lead time is needed to manufacture trepndstnd Remodulin, and the manufacturing proceseisplex;

« We and the manufacturers and formulators of oudyets are subject to the FDA’s and internationafchegulatory authorities’ good
manufacturing practices regulations and similagrimational standards, and although we control ciamgé issues with respect to
synthesis and manufacturing conducted internaleyde not have control over compliance with theggilagions by our third-party
manufacturers;

» Even if we and the manufacturers and formulatorsuofproducts comply with the FDA's and internatibdrug regulatory
authorities’ good manufacturing practices regulaiand similar international standards, the stg@nd quality of the products being
manufactured and formulated may be deficient.iff titcurred, such products would not be availatieséle or use;
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If we have to change to another manufacturing ontdation contractor for any reason or abandonosur manufacturing operations,
the FDA and international drug regulators woulduiegjnew testing and compliance inspections, aachdw manufacturer would he
to be educated in the processes necessary foaligaton and production of the affected produce Were recently notified that
Cardinal Health intends to sell its formulation imgss and there can be no assurances that a perctfidsis business will continue
formulating treprostinil for both our inhalationéwral clinical trials;

« We may not be able to develop or commercializeppaducts, other than Remodulin, as planned oi ainal may have to rely solely
on internal manufacturing capacity;

« We are transferring our entire drug laboratory apens to the Silver Spring, Maryland facility wecently built, and such transfer
could result in manufacturing inefficiencies oraled because the building, equipment and many cérfioyees being deployed th
will be new to the process of making our produdtiditionally, the FDA and international drug regiulies will require new testing and
compliance inspections for approval of the facjland this could result in delays;

» The supply of raw and advanced intermediate maseaizd components used in the manufacture and gisckaf treprostinil,
Remodulin and other products may be interruptedgchvbould delay the manufacture and subsequenb$alech products. Any
proposed substitute materials and components ajeciio approval by the FDA and international dregulators before any
manufactured product can be sold. The timing ohgtidA and international drug regulatory approvalifficult to predict and
approvals may not be timely obtained;

« Without substantial experience in operating our peaduction facility, we may not be able to sucéaisproduce treprostinil
without a third-party manufacturer; and

* We may not have intellectual property rights, olyrhave to share intellectual property rights, tawnaf the improvements in the
manufacturing processes or new manufacturing psese®r our new products.

Any of these factors could delay clinical studiecommercialization of our products, entail highests, and result in our inability to
effectively sell our products.

If our products fail in clinical studies, we will not be able to obtain or maintain FDA and internatiacnal approvals and will not be able t
sell those products.

In order to sell our pharmaceutical products, wetneceive regulatory approvals. To obtain thogg@mls, we must conduct clinical
studies demonstrating that the drug product, inolyds delivery mechanism, is safe and effectif/ece cannot obtain approval from the Fl
and international drug regulators for a produdt ffroduct cannot be sold, and our revenues wiksu

We are conducting a Phase lll clinical study oféta; an inhaled formulation of treprostinil, ancaBé 11/111 clinical studies of an oral
formulation of treprostinil. Our lead glycobiologwtiviral agent, UT-231B, completed a Phase llppaf-concept study in late 2004. In that
trial, UT-231B did not demonstrate efficacy agaimspatitis C in a population of patients that poergly failed conventional treatments. We
are now conducting preclinical testing of additibglgcobiology drug candidates. We are also cufyeriinducting two identical Phase Il
pivotal studies of OvaRex for the treatment of amhesl ovarian cancer. We are still completing onpilag pre-clinical studies for our other
products.

In the past, several of our product candidates feilerl or been discontinued at various stagekerproduct development process,
including, but not limited to: immediate releaseapgost, which failed in Phase 11l testing for gastage peripheral vascular disease; Ketotop,
which failed in Phase Il testing for osteoartlsritif the knee; and UT-77, which failed in Phagesting for chronic obstructive pulmonary
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disease. Also, the length of time that it takesu®to complete clinical trials and obtain regutptapproval for product marketing has in the
past varied by product and by the intended useppbduct. We expect that this will likely be theseawith future product candidates and we
cannot predict the length of time to complete nsagsclinical trials and obtain regulatory approval

Our ongoing and planned clinical studies might elayked or halted for various reasons, including:

< The drug is not effective, or physicians think ttie drug is not effective;

« Patients do not enroll in the studies at the rateexpect;

< Patients experience severe side effects duringmesd;

< Other investigational or approved therapies arev@tkas more effective or convenient by physiciansadients;

« Patients die during the clinical study becauser tiisease is too advanced or because they expenieadical problems that are not
related to the drug being studied;

« Drug supplies are not available or suitable foringhe studies; and

« The results of preclinical testing cause delaydimical trials.

In addition, the FDA and international regulatoungteorities have substantial discretion in the apprprocess. The FDA and
international regulatory authorities may not agresd we have demonstrated that our products aecasaf effective.

Our corporate compliance program cannot guaranteehat we are in compliance with all potentially applcable federal, state and
international regulations.

The development, manufacture, distribution, pricsajes, marketing, and reimbursement of our prisgdtiegether with our general
operations, are subject to extensive federal, stadenternational regulation. While we have depetband instituted corporate compliance
programs, we cannot ensure that we or our emplogeesr will be in compliance with all potentialiyplicable federal, state and internatic
regulations. If we fail to comply with any of thessgulations, a range of actions could resultudirlg, but not limited to, the termination of
clinical trials, the failure to approve a produahdidate, restrictions on our products or manufagguprocesses, including withdrawal of our
products from the market, significant fines, exmuadrom government healthcare programs, or othacsons or litigation.

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

Our business depends upon the acquisition, assigrene license of drugs and other products whicke leeen discovered and initially
developed by others, including Remodulin and athefother products in the prostacyclin platforthpfthe products in the
immunotherapeutic monoclonal antibody platform oéithe products in the glycobiology antiviral ateplatform, and all arginine based
products. Under our product license agreementaresgranted certain rights to existing intelleciualperty owned by third parties subject to
the terms of each license agreement, whereas assigragreements transfer all right, title and owhigr of the intellectual property to us,
subject to the terms of each assignment agreemémhave also obtained licenses to other third-gadiinology to conduct our business. In
addition, we may be required to obtain licensesthher third-party technology to commercialize oarlg-stage products. This dependence has
the following risks:

« We may not be able to obtain future licenses, asséts and agreements at a reasonable cost ¢r at al
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« If any of our licenses or assignments are termihate will lose our rights to develop and market gloducts covered by such
licenses or assignments;

* The licenses and assignments that we hold gengnailyde for termination by the licensor or assigimothe event we breach the
license or assignment agreement, including failingay royalties and other fees on a timely basis;

« In the event that GlaxoSmithKline terminates itsiggment agreement or Pfizer terminates its licaggeement, we will have no
further rights to utilize the assigned patentgadé secrets to develop and commercialize Remadtdinthe year ended December
2006, sales of Remodulin accounted for approxinp&6%o of our total revenues. GlaxoSmithKline orzBficould seek to terminate
the assignment or license, respectively, in thexethat we fail to pay royalties based on saleRerhodulin; and

« If licensors fail to maintain the intellectual pespy licensed or assigned to us as required by ofamtr license and assignment
agreements, we may lose our rights to develop aarttehsome or all of our products and may be fotoddcur substantial additional
costs to maintain the intellectual property ourseler force the licensor or assignor to do so.

Certain license and assignment agreements relatinig our products may restrict our ability to developproducts in certain countries
and/or for particular diseases and impose other regctions on our freedom to develop and market oumproducts.

When we acquire, license or receive assignmendsunfs and other products that have been discowa@dhitially developed by others,
we may receive rights only to develop such drugsroducts in certain territories and not throughtbetworld. For example, we do not have
the right to market OvaRex and all our other moooal antibody immunotherapies for sale in mostwfope and the Middle East, and we
only have the rights to market beraprost for safthé United States and Canada.

In addition, provisions in our license and assigntagreements impose other restrictions on oudéneeto develop and market our
products. For example, in assigning Remodulin td@laxoSmithKline retained an exclusive option aigtht of first refusal to negotiate a
license agreement with us if we ever decide toBeeany aspect of the commercialization of Remadarliywhere in the world. Similarly, in
connection with its licenses of beraprost to ugaydndustries, Inc. obtained a right of first redilifrom us to develop and sell in Japan up to
two compounds that we develop. We also agreedawigions giving Toray Industries the conditiongjht to approve our North American
distributor, establishing a conditional restrictemh-competition clause, and requiring minimum arisaées in order to maintain our exclusive
rights to beraprost, although we are currently tiaging with Toray Industries to restate some @fsth provisions. The restrictions that we
have accepted in our license and assignment agreeiaféect our freedom to develop and market oadgpets in the future.

If our, or our suppliers’, patent and other intellectual property protection is inadequate, our saleand profits could suffer or
competitors could force our products completely oubf the market.

Our United States patent for the method of treafiAgd with Remodulin is currently set to expire igt@ber 2014. The patent for
OvaRex and its method of use are the subject of@bmation of issued patents and pending applinatio the United States and around the
world. The issued patents for OvaRex have expimadites ranging from 2016 to 2022. We believe dbate of the patents to which we have
rights may be eligible for extensions of up to fixears based upon patent term restoration procgduteurope and under the Hatch-Waxman
Act in the United States. Competitors may develampcts based on the same active ingredients gsroducts, including Remodulin, and
market those products after the patents expirmay design around our existing patents. If thispesys, our sales

35




would suffer and our profits could be severely ietpd. In addition, if our suppliers’ intellectualoperty protection is inadequate, our sales
and profits could be adversely affected.

Patents may be issued to others that prevent thefacture or sale of our products. We may haviecemke those patents and pay
significant fees or royalties to the owners of plagents in order to keep marketing our productss Would cause profits to suffer. We have
been granted patents in the United States fonjthihesis of Remodulin, but patent applications Haate been or may be filed by us may not
result in the issuance of additional patents. e of any patent issued may not be sufficieprodect our technology. The laws of
international jurisdictions in which we intend tellsour products may not protect our rights to $hene extent as the laws of the United States.

In addition to patent protection, we also rely @ude secrets, proprietary know-how and technolatyaaces. We enter into
confidentiality agreements with our employees atheis, but these agreements may not be effectipeotecting our proprietary information.
Others may independently develop substantiallyvedent proprietary information or obtain accessuo know-how.

Litigation, which is very expensive, may be necessa enforce or defend our patents or proprietagiyts and may not end favorably for
us. While we have recently settled pending litigatagainst two parties related to our arginineqtateve may in the future choose to initiate
litigation against other parties who we come tadwe have violated our patents or other proprietagtyts. If such litigation is unsuccessful or
if the patents are invalidated or canceled, we heue to write off the related intangible assetschitiould significantly reduce our earnings.
Any of our licenses, patents or other intellecpraperty may be challenged, invalidated, cancefédnged or circumvented and may not
provide any competitive advantage to us.

If our highly qualified management and technical pesonnel leave us, our business may suffer.

We are dependent on our current management, garticour founder and Chief Executive Officer, Mag Rothblatt, Ph.D.; our
President and Chief Operating Officer, Roger J&fsD.; our Chief Financial Officer and Treasudatn Ferrari; our Executive Vice
President for Strategic Planning, General CounsglGorporate Secretary, Paul Mahon; our Executiee Yresident and Chief Operating
Officer for Production, David Walsh, Ph.D.; our 8rVice President for Pharmaceutical DevelopmBratyid Zaccardelli, PharmD; and our
Senior Vice President for Biologics Production, Bieypment and Supply, James Levin, DVM. While theskviduals are employed by us
pursuant to multi-year employment agreements, eynpdmt agreements do not ensure the continued i@tesitemployees. We do not
maintain key person life insurance on these officatthough we do incentivize them to remain emgdblyy the company until age 60 throt
our Supplemental Executive Retirement Plan. Oucess will depend in part on retaining the serviafesur existing management and key
personnel and attracting and retaining new highiglified personnel. Few individuals possess exgeiti the field of cardiovascular
medicine, infectious disease and oncology, and ebitgm for qualified management and personnetterise.

We may not have adequate insurance and may have stantial exposure to payment of product liability ¢aims.

The testing, manufacture, marketing, and sale ofdrudrugs involve product liability risks. Althougle currently have product liability
insurance covering claims up to $20 million perwecence and in the aggregate for our products, @ mot be able to maintain this product
liability insurance at an acceptable cost, if &tlaladdition, this insurance may not provide adkte coverage against potential losses. If
claims or losses exceed our liability insuranceetage, we may go out of business.
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We may not have, or may have to share rights to, fure inventions arising from our license, assignmerand alliance agreements an
may lose potential profits or savings.

Pursuant to our agreements with certain businassgya, any new inventions or intellectual propesrthat arise from our activities will
be owned jointly by us and these partners. If waalohave rights to new developments or inventibas arise during the terms of these
agreements, or we have to share the rights witbrstlive may lose some or all of the benefit oféhemw rights, which may mean a loss of
future profits or savings generated from improwezhhology.

If we need additional financing and cannot obtainti product development and sales may be limited.

We may need to spend more money than currentlyctegdecause we may need to change our produdogevent plans or product
offerings to address difficulties with clinical slies, to prepare for commercial sales or to coetisales of Remodulin. We may not be able to
obtain additional funds on commercially reasonabtens or at all. If additional funds are not avialiéa we may be compelled to delay clinical
studies, curtail operations or obtain funds throaglaborative arrangements that may require wsltoquish rights to certain products or
potential markets.

Our activities involve hazardous materials, and impoper handling of these materials could expose us significant liabilities.

Our research and development and manufacturingitéesiinvolve the controlled use of chemicals &iadardous materials and we are
expanding these activities to new locations. Asrsequence, we are subject to numerous federe, atad local environmental and safety
laws and regulations, including those governingritamagement, storage and disposal of hazardousiatat®/e may be required to incur
significant costs in order to comply with curremffeture environmental laws and regulations, arfasgntial fines and penalties for failure to
comply with those laws and regulations. While whdwe that we are currently in substantial compiamith laws and regulations governing
these materials, the risk of accidental contamamatir injury from these materials cannot be elirrédaln the event of such an accident, we
could be liable for civil damages that result ardosts associated with the cleanup of any relebbazardous materials, which could be
substantial. Any such liability could exceed owaerces and could have a material adverse effestiphusiness, financial condition and
results of operations.

Risks Related to Our Common Stock
Our stock price could be volatile and could decline

The market prices for securities of pharmaceutical biotechnology companies, including our compang highly volatile, and there ¢
significant price and volume fluctuations in therke that may be unrelated to particular comparoggrating performances. Our stock price
could decline suddenly due to the following fact@song others:

e Quarterly and annual financial and operating result
» Failure to meet estimates or expectations of seesianalysts or our projections;
* The pace of enrollment in and the results of clihtdals;

» Physician, patient, investor or public concernga$e efficacy and/or safety of products marketetleing developed by us or by
others;

» Changes in or new legislation and regulations #figaeimbursement of Remodulin by Medicare or Madi and changes in
reimbursement policies of private health insuracmapanies;
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* Announcements by us or others of technologicalwations or new products or announcements regaalingxisting products;
« Developments in patent or other proprietary rights;

» Future sales of substantial amounts of common digaks or our existing stockholders;

» Future sales of common stock by our directors dficers;

» Failure to maintain approvals to sell Remodulin;

» The adoption of significant short positions in dommon stock by hedge funds or other significamestors or the accumulation of
our stock by hedge funds or other institutionakistors with investment strategies that may leahtot-term holdings;

< Timing and outcome of additional regulatory appteyand

+ General market conditions.

Future sales of shares of our common stock may degss our stock price.

If we issue common stock to raise capital, or doclholders transfer their ownership of our commtatk or sell a substantial number
of shares of common stock in the public marketneestors become concerned that substantial satgg nccur, the market price of our
common stock could decrease. Three of our fourgkexofficers have announced their adoption ofStQtprearranged trading plans. In
accordance with these plans, these executivesdieaity sell a specified number of our shares ahomwn stock either owned by them or
acquired through the exercise of stock options. él@w, our executives and directors may chooselltadditional shares outside of 10b5-1
trading plans and one executive and five diredtarge done so. In addition, Toray Industries haggion to acquire 500,000 shares of our
common stock and piggyback registration rights wétbpect to such shares that arise if and wherofitien becomes exercisable. A decrease
in our common stock price could make it difficudt fus to raise capital by selling stock or to parydcquisitions using stock. To the extent
outstanding options are exercised or additionaleshaf capital stock are issued, existing stockislanay incur additional dilution.

Furthermore, the conversion of some or all of a60@ convertible secured notes due 2011 (Converhilotes) after our stock price
reaches $105.67 per share will dilute the ownerstigrests of our existing stockholders. We halegifa resale registration statement cove
sales of such shares. The Convertible Notes ilyiteae convertible into an aggregate of 3.3 millgares of our common stock. Any sales in
the public market of our common stock issuable uporh conversion could adversely affect prevaitiragket prices of our common stock.
addition, the existence of the Convertible Notey eracourage short selling by market participantsahee the conversion of the Convertible
Notescould depress the price of our common stock.

The Convertible Note Purchase Call Option and callvarrant transactions we entered into in connectiorwith the sale of the
Convertible Notes may affect the trading price of ar common stock.

In connection with the issuance of the Convertidtees, we entered into a privately-negotiated cdible note hedge transaction with
Deutsche Bank AG London, which is expected to redhe potential dilution to our common stock upog eonversion of the Convertible
Notes. We also entered into a warrant transactitin Reutsche Bank AG London with respect to our omm stock pursuant to which v
may issue shares of our common stock. In conneutithhedging these transactions, Deutsche BanK_&&lon or its affiliates were
expected to enter into various over-the-counteivetve transactions with respect to our commoulstat, and possibly after, the pricing of
the Convertible Notes and may have purchased orpuaghase shares of our common stock in secondarkantransactions
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following the pricing of the Convertible Notes. Heeactivities could have had, or could have, tfecebf increasing the price of our comrr
stock. Deutsche Bank AG London or its affiliates bkely to modify their hedge positions from tirtwetime prior to conversion or maturity
the Convertible Notes by purchasing and sellingeshaf our common stock, other of our securitiestber instruments it may wish to use in
connection with such hedging. The effect, if arfyamy of these transactions and activities on theket price of our common stock or the
Convertible Notes will depend in part on marketditons and cannot be ascertained at this timeabuytof these activities could adversely
affect the value of our common stock (includingidgrany period used to determine the amount ofidenation deliverable upon conversion
of the Convertible Notes).

The fundamental change purchase feature of the Coevtible Notes may delay or prevent an otherwise bedficial attempt to take over
our company.

The terms of the Convertible Notes require us telpase the Convertible Notes for cash in the esatfundamental change. A
takeover of our company would trigger the requirethibat we purchase the Convertible Notes. This hee the effect of delaying or
preventing a takeover of our company that woul@otlise be beneficial to investors.

Provisions of Delaware law and our certificate ofricorporation, by-laws and shareholder rights plan ould prevent or delay a change
of control or change in management that could be Imeficial to us and our public stockholders.

Certain provisions of Delaware law and our cerifecof incorporation, by-laws and shareholder ggitan may prevent, delay or
discourage:

« A merger, tender offer or proxy contest;
* The assumption of control by a holder of a largeblof our securities; and
« The replacement or removal of current managemenubtockholders.

For example, our certificate of incorporation descthe board of directors into three classes, mgémbers of each class to be elected for
staggered three-year terms. This provision may ritakere difficult for stockholders to change thajority of directors and may hinder
accumulations of large blocks of common stock hyiting the voting power of such blocks. This masthier result in discouraging a change
of control or change in current management.

We will need cash to pay at least a portion of theonversion value of the Convertible Notes, as reqged by the indenture governing the
notes.

At least a portion of the repayment of the ConbégtNotes will be required to be made in cash. @aduct development plans and
product offerings could be negatively impacted & o not have sufficient financial resources, errat able to arrange suitable financing, to
pay required amounts upon conversion or tenddrehbtes and fund our operations.

Our existing directors and executive officers own gubstantial block of our stock and might be ablea influence the outcome of
matters requiring stockholder approval.

Our directors and named executive officers beraficowned approximately 11.3% of our outstandinghanon stock as of
December 31, 2006, including stock options thatatbe exercised by those directors and executifreen within 60 days of that date.
Accordingly, these stockholders as a group migtatile to influence the outcome of matters requigpgroval by our stockholders, includi
the election of our directors. Such stockholdeluirfice could delay or prevent a change of contithi vespect to us.
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If stockholders do not receive dividends, stockhokets must rely on stock appreciation for any returnon their investment in us.

We have never declared or paid cash dividends pmfour capital stock. We currently intend to ietaur earnings for future growth
and therefore do not anticipate paying cash divdden the future.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We currently maintain leased and owned faciliti%& own our corporate headquarters office in Siyering, Maryland, and two offices
in Satellite Beach, Florida. We also own four buitgs adjacent to our corporate headquarters ireS#pring, Maryland. We lease our
completed laboratory facility in Silver Spring, Mé&nd, which will be used for the production ofgrestinil-based compounds and the
OvaRex antibody. In June 2006, we purchased appedrly 54 acres of land in Research Triangle Réokth Carolina, which will be used
build a new office and manufacturing facility. Tlmnufacturing facility will formulate oral treprasii and the office will be used by our
clinical development and Remodulin commercializastaff currently occupying leased space in tha.aiée anticipate that this building
project will begin in early 2007. In addition, w&eénd to begin construction on a new combinatidic®find laboratory building which will
connect to the existing laboratory building in 8il\6pring in mid-tdate 2007. In January 2007, we settled on a cantoguurchase addition
land and a building adjacent to our leased legdlgovernmental affairs office in Washington, D.Qur@riginal office in Satellite Beach,
Florida, is scheduled for demolition in early 2@@v7a condition of the building permit approval weaived for the new office adjacent to this
property. The land will be returned to its natigtate. We also lease laboratory and office spa€hioago, lllinois, where the bulk active
ingredient in Remodulin is synthesized. This fagiis scheduled to close in May 2007, after alit®bperations have been transferred to the
Silver Spring laboratory. Our subsidiary, Lung RxG., occupies the owned office in Satellite Bedédbrida. Our subsidiary, Unither
Pharmaceuticals, Inc., leases office space in \8lelfe Massachusetts. Our subsidiary, Medicomp, leases office space in Melbourne,
Florida. Our subsidiary, Unither Nutriceuticals¢lnleases office space in Burlington, Vermont. Qulssidiary, United Therapeutics Europe
Ltd., leases office space near London, England.@unadian subsidiary, Unither Biotech Inc., leafffise space in Magog, Canada. We
believe these facilities are adequate for currgstations and additional land and facilities fdufe expansion are reasonably available.

The office space in Melbourne, Florida and onehefdffices in Silver Spring, Maryland are usedum telemedicine segment. All other
properties and leased facilities are used in oarmphceutical segment.
ITEM 3. LEGAL PROCEEDINGS

Currently, and from time to time, we are involveditigation incidental to the conduct of our buesss. We are not a party to any lawsuit
or proceedings that, in the opinion of our managgmad based on consultation with legal counséikédy to have a material adverse effect
on our financial position or results of operations.

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

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

Market for Common Equity

Our common stock (and associated preferred stodbpse rights) trades on the NASDAQ Global Seleatkdt under the symbol
“UTHR". The table below sets forth the high and lolwsing prices for the common stock for the pesiodlicated:

2006 2005
High Low High Low
January 1 — March 31 $71.35 $61.57 $45.82 $41.37
April 1 — June 3( $66.61 $47.9¢ $57.1C $44.21
July 1- September 3 $59.6C $50.6¢ $73.9C $48.0¢€
October 1- December 3: $62.17 $51.1z $77.82 $60.4¢€

As of February 20, 2007, there were 74 holdergodird of common stock. We estimate that includetiimithe holders of record are
approximately 7,100 beneficial owners of commorlsté\s of February 21, 2007, the closing pricetf common stock was $58.07.

Dividend Policy

We have never paid and have no present intentipayalividends on our common stock in the foreskecfaibure. We intend to retain
any earnings for use in our business operations.

Recent Sales of Unregistered Securities; Use of Reeds from Unregistered Securities

On October 30, 2006, we closed the sale of $250l@maggregate principal amount (after givingest to the exercise in full by the
initial purchaser, Deutsche Bank Securities In@yi8che Bank), of its over-allotment option) of@&Convertible Senior Notes due
October 15, 2011. United Therapeutics offered ahd the Convertible Notes to Deutsche Bank in rel&aon the exemption from registrat|
provided by Section 4(2) of the Securities Act. Bebe Bank then sold the Convertible Notes to fjedlinstitutional buyers pursuant to the
exemption from registration provided by Rule 144#der the Securities Act. The Convertible Notes iptgrest semiannually at a rate of
0.50% per annum, beginning October 30, 2006. Kmtgeds to United Therapeutics in the offeringgrafieducting Deutsche Baskdiscoun
and commission and estimated expenses, were apmtety $242.0 million.

United Therapeutics used approximately $35.4 nmilbd the net proceeds of the offering to pay thiecost of certain convertible note
hedge and warrant transactions entered into inaxtion with the offering, consisting of a call swvbr of United Therapeutics and a warrant
issued to an affiliate of Deutsche Bank. Thesestations are intended to reduce the potentialidiiib United Therapeutics’ common stock
upon any conversion of the Convertible Notes. Uhifeerapeutics used approximately $112.4 milliothefnet proceeds of the offering to
repurchase, concurrently with the closing of thferrig, approximately 1.8 million outstanding sheod its common stock in privately-
negotiated transactions at the closing price ottiramon stock on October 24, 2006, of $62.17. $eekSRepurchases below. The remainder
of the net proceeds is used for general corponatgoges.

The Convertible Notes are convertible into cashstrates of United Therapeutics common stock, if pngr to the close of business on
July 15, 2011, under the following circumstancé$:during any calendar quarter commencing aftedtte of original issuance of the
Convertible Notes, if the closing sale price of tddiTherapeutics common stock for at least 20ngadays in the period of 30 consecutive
trading days ending on the last trading day ofclendar quarter preceding the quarter in which the
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conversion occurs is more than 120% of the conerrgiice of the Convertible Notes in effect on tlaat trading day; (2) during the ten
consecutive trading-day period following any fivensecutive trading-day period in which the tradinige for the Convertible Notes for each
such trading day was less than 95% of the closahgy@ice of United Therapeutics common stock ahsiate multiplied by the then current
conversion rate; or (3) if United Therapeutics nsaggecific significant distributions to holdersldited Therapeutics common stock, United
Therapeutics enters into specified corporate tictitsss, or the United Therapeutics common stockes#o be approved for listing on The
NASDAQ Global Select Market and is not listed fiading on another U.S. national or regional sei@sriéxchange. The Convertible No

are convertible after July 15, 2011 irrespectivéhef satisfaction of any of the foregoing conditiomhe initial conversion rate will be 13.2€
shares of United Therapeutics stock per $1,00€ip@&h amount of Convertible Notes, which is equévalto an initial conversion price of
$75.2257 per share of United Therapeutics comnurksThe Convertible Notes provide for “net shattlement” of any conversions,
meaning that, upon any conversion, United Therapeutill pay the noteholder an amount in cash etu#the lesser of the conversion value
or the par value of the Convertible Notes and seélitle any excess of the conversion value abovpahgalue of the Convertible Notes in
United Therapeutics common stock.

Holders of the Convertible Notes who convert timeites in connection with a qualifying change intcoln as defined in the related
indenture, may be entitled to a make-whole premiuthe form of an increase in the conversion ragditionally, following the occurrence
of a fundamental change as defined in the relaigdnture holders may require that United Therapsuépurchase some or all of the
Convertible Notes for cash at a repurchase pricaleg 100% of the principal amount of the notes@peepurchased, plus accrued and un
interest, if any.

United Therapeutics has filed a shelf registratitatement covering resales of the Convertible Natekthe shares of United
Therapeutics common stock issuable upon convedditime Convertible Notes.

Stock Repurchases

Total Number of Shares Maximum Number of
Shares That May yet be
Purchased as Part of

Total Number of Average Price Publicly Announced Purchased Under the
Period Shares Purchasec Paid per Share Program Program(1)
October 1 — October 31 1,808,8041) $62.17 1,808,80¢ 2,191,19:
November - November 3( 0 N/A N/A 2,191,19:
December 1 — December 31 55,00((1) $55.5E 55,00( 2,136,19:
Total 1,863,80! $55.3€ 1,863,80¢ N/A

(1) On October 17, 2006, the Board of Directors of BaiTherapeutics authorized the company to repuectiaso 4.0 million shares prior
to October 17, 2008. On October 30, 2006, Unitedrapeutics purchased 1,808,809 shares of its adisacommon stock under this
share repurchase program in a privately-negoti@sgtsaction at a per share price of $62.17.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial dgttauld be read in conjunction with our consoliddtedncial statements and related
notes and ftem 7—Management’s Discussion and Analysis ofrigizd Condition and Results of Operationisitluded elsewhere in this
Annual Report on Form 10-K. The historical resalts not necessarily indicative of results to beeetgd for future periods. The following
information is presented in thousands, except paresdata.

Years Ended December 31

2006 2005 2004 2003 2002

Consolidated Statements of Operations Date
Revenue! $ 159,63 $ 11591t $ 73,59(C $ 53,341 $ 30,12
Operating expense

Research and developme 57,57C 36,052 30,713 35,417 26,778

Selling, general and administrati 54,028 24,655 21,418 22,667 15,889

Impairment of HeartBs® trade nam« 2,024 — — — —

Cost of sale! 17,028 12,315 8,250 6,783 5,456
Total operating expens 130,65C 73,022 60,381 64,867 48,123
Income (loss) from operatiol 28,982 42,893 13,20¢ (11,526) (18,003)
Other income (expense

Interest incomt 10,70C 5,359 2,986 2,435 4,954

Interest expens (482) (29) 4) (112) (117)

Equity loss in affiliate (491) (754) (785) (953) (209)

Write-down of investmen — — — — (2,893)

Loss on marketable investmel — — — — (7,428)
Other, ne 1,199 53 43 187 45
Total other income (expense), | 10,926 4,629 2,240 1,557 (5,648)
Net income (loss) before income 1 39,908 47,522 15,44¢ (9,969) (23,651)
Income tax benef 34,057 17,494 — — —
Net income (loss $ 7396 $ 6501€ $ 1544¢ $ (9,969 $ (23,65))
Net income (loss) per shal

Basic(1) $ 321 $ 285 $ 071 $ (0.47) $ (1.15)

Diluted(1) $ 3.06 $ 258 $ 066 $ (047 $ (1.15
Weighted average number of common

shares outstandin

Basic 23,010 22,825 21,72¢€ 21,135 20,644

Diluted 24,138 25,206 23,351 21,135 20,644

Years Ended December 31
2006 2005 2004 2003 2002

Consolidated Balance Sheet Dat¢
Cash, cash equivalents and marketable investi

(2) $ 303,151 $ 191,01 $ 139,14(C $ 117,337 $ 132,65t
Total asset 478,55C 291,412 207,15¢ 179,50z 184,56€
Notes and leases payable 250,02¢ 23 26 798 1,878
Accumulated defici (41,360) (115,32F) (180,341) (195,79C) (185,821)
Total stockholder equity 204,60¢€ 275,102 191,63¢€ 167,76% 171,65¢

(1) See Note 2 of Notes to Consolidated Financial Btatgs for a description of the computation of basid diluted net income per share.

(2) Includes restricted marketable investments and ¢&$88,988, $20,606 and $10,121 for the yearsnenBiecember 31, 2006, 2005 and 2004,
respectively.

(3) Includes current portion of notes and leases payabl
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith the consolidated financial statements maldted notes appearing in this
Annual Report. The following discussion containsifard-looking statements made pursuant to thelsafigor provisions of Section 21E of
the Securities Exchange Act of 1934 and the PriSafeurities Litigation Reform Act of 1995, includithe statements listed under
“ltem 1A—Risk Factors” These statements are based on our beliefs amdtaxjpns as to future outcomes and are subject® and
uncertainties that could cause our results to diffaterially from anticipated results. Factors ttatld cause or contribute to such differences
include those discussed below and described irAthisial Report on Form 10-K unddtem 1A—Risk Factors—Forward-Looking
Statements’, and the other cautionary statements, cautiorsamyuage and risk factors set forth in other repmtsdocuments filed with the
SEC. We undertake no obligation to publicly updatevard-looking statements, whether as a resutiest information, future events or
otherwise.

Overview

We are a biotechnology company focused on the dpwent and commercialization of innovative theraiogaroducts for patients with
chronic and life-threatening cardiovascular, carecet infectious diseases. We commenced operatiohisie 1996 and, since our inception,
have devoted substantially all of our resourcesctjuisitions and research and development programs.

United Therapeutics Products and Services

Our lead product is Remodulin, a prostacyclin agaf@ur prostacyclin analog acts as a stable syintfeatn of prostacyclin, an importe
molecule produced by the body that has powerfalot$f on blood-vessel health and function. On Mgy2R02, the United States Food and
Drug Administration (FDA) approved subcutaneouge@tion under the skin) use of Remodulin (treproktodium) for the treatment of
pulmonary arterial hypertension (PAH) in patienthwiNYHA class II-1V symptoms to diminish symptorassociated with exercise. PAH is a
life-threatening condition characterized by eledai®od pressures between the heart and lungs.

As a condition of Remodulin’s Subpart H approvag, were required to perform a post-marketing Phelsdihical study to confirm the
clinical benefits of Remodulin. In August 2005, performed an interim assessment after 22 patiempleted the Phase IV study. The
results of the interim assessment, as analyzea liydependent statistician, were positive. Thelperavas 0.0002, meaning the likelihood
that the achieved result was incorrect was twoobten thousand. Specifically, 13 of the 14 patgi®3%) receiving Remodulin were able to
successfully transition from Flolan, the other F@pproved intravenous prostacyclin, which they hadipusly been using to treat their
condition. These patients were able to completestihdy without the need to return to Flolan. Intcast, 1 of the 8 patients (13%)
successfully transitioned without clinical deteation during the eight-week period from Flolan tagebo. Based on this positive outcome,
we submitted the interim study results to the FDAuly 2005 with a supplement filed in October 2089March 2006, the FDA agreed that
we had satisfied our obligation to perform the posirketing Phase IV clinical study and that thelgtaonfirmed the clinical benefits of
Remodulin.

In November 2004, the FDA approved intravenouso(tgh a vein or artery) infusion of Remodulin fotipats who are not able to
tolerate subcutaneous infusion. This approval veset on data establishing the bioequivalence @hiahous with subcutaneous Remodulin.
In March 2006, the FDA also approved the use of &utin for patients requiring transition from FlolaRemodulin has been approved for
intravenous use in Canada, Israel, Mexico, Argerdind Peru. Marketing authorization applicatiorscurrently under review in other
countries.
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Remodulin is approved for subcutaneous use in 8atdes throughout the world. The mutual recognifiwocess to obtain approvals
from European Union member countries for subcutasese of Remodulin was completed in August 2008, positive decisions received
from most European Union countries. We withdrewligagfions in Ireland, Spain and the United Kingdaffe anticipate resubmitting our
application with these three countries at the saime we file our application for intravenous Remiid@pproval. Licenses and pricing
approvals have been received in most European Wuontries, with the remainder expected during 200& have filed a variation to our
license for approval of intravenous Remodulin tiglothe mutual recognition process. Currently, @pliaation is under review in France,
our reference member state in the mutual recognfifocess.

We have generated revenues from sales of Remaahufirarginine royalties and products (which delaeiamino acid that is necessary
for maintaining cardiovascular function) in the téni States and other countries. In addition, wes lgganerated revenues from telemedicine
products and services, primarily designed for pasién the United States with abnormal heart rhyheoalled cardiac arrhythmias, and
ischemic heart disease, a condition that causeshpoad flow to the heart. We have funded our opens from the proceeds of sales of our
common stock and from revenues generated fromalles sf our products and services.

Remodulin Marketing and Sales

Remodulin is currently marketed by our own intemmalrketing staff, which was made up of approximea®€l employees as of
December 31, 2006. Our marketing team interacectlyr with physicians and their staff, comprisedmhaof cardiologists and
pulmonologists, who specialize in treating PAH. Y&ee stiff competition from several other compartfest market and sell competing
therapies, including large and successful bioteldgyocompanies, and expect the competition to oometigrowing.

Remodulin is sold to patients in the United Stéig#\ccredo Therapeutics, Inc. (a wholly-owned sdiasy of Medco Health
Solutions, Inc.), CuraScript (a wholly-owned sulisig of Express Scripts, Inc. and formerly Priofitgalthcare Corporation), and
Caremark, Inc., which has accepted an acquisitifen by CVS Corp. Express Scripts has also offecegurchase Caremark. If Express
Scripts is successful in its attempt to purchase@ark, the possibility exists that the Remodufiemtions of CuraScripts and Caremark
could be combined. Remodulin is distributed outsitithe United States by various internationalrdistors. We sell Remodulin in bulk
shipments to our distributors. The U.S.-basedibistors typically place one order per month, usugtior to the middle of the month. The
timing and magnitude of our sales of Remoduliniamgacted by the timing and volume of these bulkeosdrom distributors. Bulk orders
placed by our distributors are based on their egésof the amount of drug required for current @egly starting patients, as well as
maintaining an inventory that can meet approxinyatekty to sixty days’ demand as a contingent $ypkffective January 1, 2007, all of the
U.S.-based distributors’ minimum inventory requissthmust be 30 days. This inventory must be maiathin accordance with the
distributors’ contractual obligations, because aliguation of therapy can be life-threatening atignts. Because of the contractual
requirements for inventory maintenance, sales ofiétiilin to distributors in any given quarter may be indicative of patient demand in t
quarter. In addition, inventory levels reporteddistributors are impacted by the timing of theilesaaround the end of the reporting period.
Sales of Remodulin and associated pumps and saskerecognized as revenue when delivered toistiibditors.

Effective July 1, 2006, United Therapeutics incezhthe selling price of Remodulin to its U.S.-badistiributors. The price was
increased approximately 3.5% to $67.25 per milligrand applies to sales of Remodulin made on er attly 1, 2006.
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Remodulin Manufacturing

We are in the process of transferring our trepndstianufacturing operations from Chicago, lllindis our new facility in Silver Spring,
Maryland. This transfer is expected to be complelgihg the first half of 2007. Historically, wewemade treprostinil beginning with basic
compounds that were either manufactured by us mhaised from vendors, advancing these compoundsghra complex chemical synthe
process. We will be modifying our manufacturinggess for treprostinil in our new facility to begistead with advanced intermediate
compounds. Advanced intermediate compounds are ttmrapounds that are typically found at the lati@gess of our manufacturing process.
This change is being made to address anticipatedefdemand for treprostinil in both our clinicaldacommercial programs. We have
approved three vendors that have a greater manufagicapacity to make these intermediate compothmais we have. These vendors also
have the ability to manufacture these compoundsdgpensively than if we did so ourselves. As altewe have begun receiving bulk
shipments of these intermediate compounds fromethesdors. To the extent that these intermediatgpoands will be used for research and
development programs, the cost of these compouiidserexpensed when received. Intermediate comgedmat will be used for
commercial purposes will be placed into raw maltgiiaventory.

We anticipate that upon commercialization of oraptostinil, the need for treprostinil diethanolamiiits active ingredient, will be
greater than the need for treprostinil sodium dtiéve ingredient for Remodulin and Viveta. As aulg the manufacturing process at the
Silver Spring facility will consist of starting witthe advance intermediate compound, making trépiiogdiethanolamine and then converting
that compound to treprostinil. We believe that thik allow us the most flexibility and efficiendp meet future demands for both forms of
active ingredients.

Future Prospects

While we have been profitable in each quarter siqoel 1, 2004; we incurred net losses for all gees from inception through
March 31, 2004. At December 31, 2006, we had aoraatated deficit of approximately $41.4 million.tEte profitability will depend on
many factors, including the price, level of salesel of reimbursement by public and private inswmpayers, the impact of competitive
products and the number of patients using Remoduléhother currently commercialized products amdises, as well as the results and ¢
of research and development projects.

Major Research and Development Projects

Our major research and development projects areséaton the use of treprostinil to treat cardioubsadiseases, immunotherapeutic
monoclonal antibodies (antibodies that activatatéept’s immune response) to treat a variety oteasmand glycobiology antiviral agents (a
novel class of small molecules that may be effectis oral therapies) to treat infectious diseased) as hepatitis, Dengue Fever, and
Japanese encephalitis.

Cardiovascular Disease Projects

Subcutaneous use of Remodulin was approved byDieifr May 2002 for the treatment of PAH in NYHA Gkall-1V patients to
diminish symptoms associated with exercise. Mdtegacash inflows from the sales of RemodulinPétH commenced in May 2002 after
we received FDA approval.

Remodulin is also approved in 32 countries througlive world for similar uses. Marketing authoriaatapplications are currently
under review in other countries.

In March 2005, we commenced a 12-week placebo-gledrtrial of intravenous Remodulin in patientswPAH to further assess the
clinical benefits of Remodulin. The trial was contid in India
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and was designed to enroll up to 126 patientsriinteesults of this trial were to be analyzed a8r 66 and 99 patients completed the tria
August 2005, after enrolling approximately 45 patise we suspended enrollment of new patients,jgerdcommendation of the trial’s
independent Data Safety Monitoring Board, a paha@ldependent experts. Preliminary results from4Geatients were positive (p=0.008).
After 12 weeks, patients who took Remodulin walked average, 83 meters further in a six-minute tiieod than patients who took a
placebo. The six-minute walk test is a typical henark test of cardiovascular health.

During 2004 and 2005, independent clinical invedtigs in Europe and the United States performed smeontrolled trials of inhaled
formulations of treprostinil in patients with PAK. April 2004, the European Medicines Agency grdraa orphan designation of inhaled
treprostinil for the treatment of PAH and chrorficdamboembolic pulmonary hypertension. In June 2Q05g RX, Inc., a wholly-owned
subsidiary of ours, commenced a 12-week placebtralted trial of inhaled treprostinil in at leash@ patients with PAH who are also being
treated with Tracleer. During the trial, dosinglwi¢ escalated to patient tolerance or a maximumivatence of 45 micrograms per session.
The primary end point of the trial is peak six m@awalk improvement. Additional centers are beidde to the study. This trial, TRIUMPH-
1, Tr eprostinill nhalationU sed in theM anagement oP ulmonaryH ypertension, is currently being conducted at appnately 36 centers
in the United States and Europe. In May 2006, thA Bgreed to permit the inclusion of patients withH who are also being treated with
Revatio, to expand the trial size to at least 28epts, and to permit the assessment of effickey 850 patients have completed the trial.
do not intend to conduct this interim efficacy asseent. As a result, the TRIUMPH-1 trial is expddteconclude when 200 evaluable
patients have completed the study, which is explagt®n the enrollment of approximately 220 patiewsrall. As of December 31, 2006,
approximately 155 patients had been enrolled mtifil. As of February 20, 2007, approximately pafients have been enrolled in this trial.

We are developing an oral formulation of trepragtineprostinil diethanolamine. During 2004, wenqgleted dosage studies of oral
formulations of treprostinil in healthy voluntee¥ge filed an Investigational New Drug Applicatiamdanuary 2005 to perform an additional
Phase | healthy volunteer study. In July 2005 Bheopean Medicines Agency announced that oraldsgimil had been granted orphan
product status in the European Union. Drugs wiffhan status generally receive priority review gbrawal applications and may receive
longer periods of protection against competitianfrgeneric drugs. Using technology licensed frompe®ous Pharmaceuticals, Inc., we have
developed a sustained released formulation oftarptostinil which achieves level blood concentmasi of treprostinil, similar to that achie\
with our subcutaneous and infusion therapies, éwben 8 and 10 hours in normal volunteers. Thigsrs a two times a day dosing
regimen in the ongoing clinical studies.

Two multi-national placebaentrolled clinical trials of oral treprostinil jpatients with PAH commenced in October 2006. Theaks are
a combination of Phase Il and Phase lll trialayimich both dosing and efficacy will be studied. Dgrthe trials, dosing will be escalated to
patient tolerance or a maximum equivalence of 8bgeams per kilogram. One trial, FREEDOM-C, is aniéek study of up to 300 patients,
with an interim assessment at 150 patients, cuyrentbackground therapy using Revatio or Tractgea combination of both. The second
trial, FREEDOM-M, is a 12-week study of up to 15ipnts with an interim assessment at 90 patiarte,are not on any background
therapy. Both trials will be conducted at approxieha50 centers in the United States and the rfethteoworld. As of December 31, 2006,
there were 35 and 10 patients enrolled in FREEDOBRRE FREEDOM-M, respectively. As of February 20020there were 52 and 20
patients enrolled in FREEDOM-C and FREEDOM-M, regpely.

We are also developing a sustained release forionlaf beraprost, an oral analog of prostacyclim,FAH. We are currently awaiting
receipt of clinical trial materials from our licempartner, Toray
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Industries, and are in the process of negotiatiitly Woray Industries to restate our license agreerfog this development program.

We incurred expenses of approximately $33.0 miJl20.1 million, and $16.2 million during the yearsded December 31, 2006, 2005
and 2004, respectively, on Remodulin developmeppréximately $193.9 million from inception to dédtas been incurred on Remodulin
development.

Cancer Disease Projects

Our monoclonal antibody immunotherapies were liedria April 2002 from AltaRex Medical Corp. OvaRisxour lead product and is
currently being studied in two identical Phaseclihical trials in advanced ovarian cancer (Stdgand IV) patients. In January 2003, we
initiated two identical Phase 11l pivotal clinicilals of OvaRex called IMPACT | and Il. Patientwrelled in these studies have successfully
completed front-line therapy, consisting of surgamg chemotherapy. We are conducting these statiEggproximately 60 centers throughout
the United States. In June 2006, these trials fulseenrolled with 367 patients. The primary endpdor these trials is the difference in time
to disease relapse between patients treated wiiR&vand patients receiving a placebo. The stutlyati be stopped and the results
obtained until each study has reached at leasteldpse events. Following relapse, patients wélbdde followed to assess survival rate. As of
December 31, 2006, the reported number of relapsete was 122 and 97, respectively, in each ofrthks. We incurred expenses of
approximately $10.5 million, $8.7 million, and $#8llion during the years ended December 31, 2@065 and 2004, respectively, on
OvaRex development. Approximately $42.9 millionnfranception to date has been incurred on OvaRegldpment.

Infectious Disease Projects

Our infectious disease program includes glycobiplagtiviral drug candidates in the preclinical atidical stages of testing. The drugs
in this program are being developed for a wideetgrof viruses. We completed acute and chronic @habnical dosing studies using UT-
231B, for the treatment of hepatitis C, to assafstyg in healthy volunteers in early 2003. We atitid Phase 1l clinical studies in patients
infected with hepatitis C in July 2003, and comgiethose studies in October 2004. In that trial;28LB did not demonstrate efficacy aga
hepatitis C in a population of patients that presiy failed conventional treatments. We are nowdooting preclinical testing of these
glycobiology drug candidates. We incurred expenéepproximately $753,000, $3.2 million, and $3.8ion during the years ended
December 31, 2006, 2005 and 2004, respectivelygdoinfectious disease programs. Approximately. $38illion from inception to date has
been incurred for infectious disease programs.

Project Risks

Due to the inherent uncertainties involved in thegddevelopment, regulatory review and approvatesses, the anticipated completion
dates, the cost of completing the research andaj@went and the period in which material net cadlows from these projects are expected
to commence are not known or estimable. There argymisks and uncertainties associated with cormgi¢he development of the
unapproved products discussed above, includinéptimving:

» Products may fail in clinical studies;
» Hospitals, physicians and patients may not benglto participate in clinical studies;
» Hospitals, physicians and patients may not propallyere to clinical study procedures;

« The drugs may not be safe and effective or mayagierceived as safe and effective;
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« Other approved or investigational therapies mayiée&ed as safer, more effective or more convenient;
» Patients may experience severe side effects dtreagment;

» Patients may die during the clinical study becdbe#& disease is too advanced or because theyierpermedical problems that are
not related to the drug being studied;

« Other ongoing or new clinical trials sponsored Hyeo drug companies or ourselves may reduce théeuof patients available for
our studies;

« Patients may not enroll in the studies at the nasexpect;

e The FDA, international regulatory authorities otdbinternal review boards may delay or withholgawals to commence clinical
trials or to manufacture drugs;

« The FDA or international regulatory authorities naguest that additional studies be performed;

< Higher than anticipated costs may be incurred dube high cost of contractors for drug manufagtteeearch and clinical trials;
« Drug supplies may not be sufficient to treat thégpds in the studies; and

« The results of preclinical testing may cause deiaydinical trials.

If these projects are not completed in a timely neanregulatory approvals could be delayed andparations, liquidity and financial
position could suffer. Without regulatory approvaig cannot commercialize and sell these produadstherefore, potential revenues and
profits from these products could be delayed orassgble to achieve.

Financial Position

Cash, cash equivalents and marketable investmiantading all unrestricted and restricted amoumis all amounts classified as current
and non-current) at December 31, 2006, were apmetely $303.2 million, as compared to approximagl91.0 million at December 31,
2005. The increase of approximately $112.2 millicas due primarily to the net proceeds after repasetof our common stock from the
issuance of Convertible Senior Notes of approxiiga#84.6 million. Restricted marketable investmeamsl cash pledged to secure our
obligations under the synthetic operating leassc(dised below undé&ff Balance Sheet Arrangemgrdat December 31, 2006, totaled
approximately $39.0 million, as compared with aprmtely $20.7 million at December 31, 2005.

Accounts receivable, net of allowances at DecerBheR006, were approximately $22.5 million, as canep to approximately $13.9
million at December 31, 2005. The increase waspdimearily to increased sales of Remodulin.

Prepaid expenses and other current assets at Dec8mf2006, were approximately $9.2 million, asipared to approximately $6.4
million at December 31, 2005. The increase was amilgndue to the prepayment of assets to be usegénations during 2007.

Property, plant and equipment at December 31, 2086 approximately $34.7 million as compared tb.82nillion at December 31,
2005. The increase was due to the purchase ofdiadd building adjacent to our Silver Spring, Mand, headquarters in May 2006 for
approximately $1.8 million, the purchase of landRiesearch Triangle Park, North Carolina, in Jur@Z0r approximately $3.2 million, pre-
construction costs on our facility projects in Mand and North Carolina of approximately $3.9 roiilj and the purchase of laboratory
equipment for the new laboratory facility in Siv@pring, Maryland, of approximately $4.1 million.
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Other intangible assets, net, at December 31, 2@06é approximately $3.1 million, as compared toragimately $5.5 million at
December 31, 2005. The decrease was due primarthet$2.0 million impairment write-down of the Hi&ar trade name, as commercial
activities for that product were discontinued inuary 2006.

Investments in affiliates at December 31, 2006 evegproximately $4.7 million, as compared to appnately $8.3 million at
December 31, 2005. The decrease was due primardydecline in the fair market value of our investinin ViRexx Medical Corp. (formerly
AltaRex Medical Corp.), which we mark to marketséd on quoted market prices since the investmetéssified as an available-for-sale
security..

Other assets at December 31, 2006, were approAin&8e million as compared to $988,000 at Decen®3ie2005. The increase was
primarily due to capitalizing of offering costs afegs of approximately $7.7 million related to tesuance of our offering of $250.0 million
aggregate principal amount of Convertible Senioteldpnet of amortization during the year.

Deferred tax assets (including amounts classifsieduarent and non-current) at December 31, 2006 agproximately $69.6 million, as
compared to approximately $19.7 million at Decen8fr2005. The increase was due to the reductiappfoximately $45.7 million of the
valuation allowance on most of our deferred taxetssm 2006.

Accrued expenses at December 31, 2006, were appatedy $15.3 million, as compared to approxima$d.4 million at December 3
2005. The increase was due primarily to an incrgasecrued expenses for royalty fees of approxeéhgal.6 million, and an increase in
accrued bonuses of approximately $2.2 million. Piao2006, employee bonuses were paid in June aeeémbber of each year. In 2006, we
changed the payment dates to September for thg/@sidbonuses and March for the year-end bonuses.

Other current liabilities at December 31, 2006,en@pproximately $882,000, as compared to none egfdber 31, 2005. The amount
represents the remaining balance of a final drasived in May 2006 from Wachovia Development Coggion under the synthetic operating
lease agreements to fund the remaining cost ottearimg the laboratory facility in Silver Sprinlaryland.

Notes payable increased approximately $250.0 millioring 2006 due to the issuance of $250.0 milliggregate principal amount of
Convertible Senior Notes.

Total stockholders’ equity at December 31, 20065 approximately $204.6 million, as compared to $278illion at December 31,
2005. For the twelve-month period, we repurchagguiaimately 2.6 million shares of our stock fol5%17 million and paid a net cost of
$35.4 million for the derivative note hedge andnaat transactions entered into in connection withissuance of the Convertible Senior
Notes. These costs were offset by approximately@i#llion of net income, $14.4 million of proceefilsm stock option exercises, $1:
million from the recognition of a tax benefit raddtto the use of net operating losses attributaidtock option deductions, and $24.1 million
from the recognition of stock option expense.

Results Of Operations
Years ended December 31, 2006 and 2005

Revenues for the year ended December 31, 2006,appreximately $159.6 million, as compared to appnately $115.9 million for
the year ended December 31, 2005. The increaggpobdmately $43.7 million was due primarily to grih in sales of Remodulin to our
distributors.
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The following sets forth our revenues by sourcetffierperiods presented (in thousands):

Revenues for the
Years Ended
December 31

2006 2005
Remodulin $152,47¢ $109,19]
Telemedicine services and produ 6,597 5,773
Other product: 557 689
License fees — 262
Total revenues $159,63: $115,91¢

For the year ended December 31, 2006 and 20050xipmtely 89% and 90% of our Remodulin revenuespeetively, were earned
from our three distributors located in the Unitddt&s.

Total revenues are reported net of estimated gavenbrebates, prompt pay discounts and fees da@istributor for services. We pay
government rebates to state Medicaid agenciep#yator Remodulin. Historically, we estimated aabllity for such rebates based on the
volume of Remodulin dispensed to Medicaid pati@stseported to us by our distributors and the eplerebate per unit of Remodulin as
determined by us in accordance with federal guigsli Since April 1, 2005, we have estimated ouility for such rebates based on the
historical level of government rebates invoicedstate Medicaid agencies relative to U.S. salesemfidtulin. Prompt pay discounts are
offered on sales of Remodulin if the related inesiare paid in full generally within 60 days frame date of sale. We estimated our liability
for prompt pay discounts based on historical paytrpatterns. Fees paid to a distributor for servaresestimated based on contractual rates
for specific services applied to estimated unitse¥ice provided by the distributor for the period

A roll forward of the liability accounts associateith estimated government rebates, fees to digwils for services, and prompt pay
discounts as well as the net amount of reductiomevtenues for these items are presented as fo{lowlsousands):

Years Ended
December 31

2006 2005

Liability accounts, at beginning of period $159C $ 2,121
Additions to liability attributed to sales i

Current perioc 9,442 6,78¢

Prior period — —
Payments or reductions attributed to sale:

Current perioc (7,163 (5,701

Prior period (1,503 (1,619
Liability accounts, at end of period $ 2,366 $ 1,59C
Net reductions to revenu $ 9,442 $ 6,78¢

Research and development expenses were approxr$atelb million for the year ended December 31,62@3 compared to
approximately $36.1 million for the year ended Dmber 31, 2005. The increase in expenses was duafilsi to increased expenses for
treprostinil-related programs of approximately ®1illion, primarily in our oral program, the adapt of SFAS No. 123(R) effective
January 1, 2006, which resulted in the recognitibemployee stock option expense of approximatély $nillion, an increase in expenses of
approximately $1.6 million related to stock optexpense for option grants to scientific advisorgidomembers, and an increase in spending
in our cancer program of approximately $1.7 millidhese increases were offset by a reduction ofoeqpately $2.5 million in
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expenses associated with our infectious diseasanas program. During 2006, we purchased approgiyn&6.5 million of advanced
intermediate compounds, which were either usedonarked for use in the production of clinical trizaterial for our oral program. Because
these compounds are for research and developmgrigas, they were expensed during the yearMBgar Research and Development
Projectsabove, for additional information regarding oure@sh programs.

Selling, general and administrative expenses wepeoximately $54.0 million for the year ended Debem31, 2006, as compared to
approximately $24.7 million for the year ended Deber 31, 2005. The increase in selling, generalaamdinistrative expenses was due
primarily to approximately $14.2 million of emplaystock option expense related to our adoptionF@fSNo. 123(R). Also contributing to
this expense increase were an increase in marketiagd expenses of approximately $6.3 milliopresenting an increase in marketing staff
and marketing initiatives, an increase in non-mtinierelated salaries (mainly due to an increadeeedcount and salary increases) of
approximately $5.0 million and an increase in @md other operating expenses, primarily due toghening of the new laboratory facility in
Silver Spring, Maryland, of approximately $2.1 naifi. In December 2006, Fred Hadeed, our Executiee President for Business
Development, resigned from his position with thexpany. In accordance with his employment contidct,Hadeed received a salary payout
of two times his annual salary and the average $osceived over the last two years, as well as idiate vesting of all of his unvested stock
option grants. As a result, in December, we recmgha cash salary expense of approximately $11®bmand a non-cash stock option
expense of approximately $3.9 million, represenf2§,000 options which were immediately vested.

An impairment of intangible assets related to tleattBar product trade name totaling approximat@ly $nillion was recorded during
the year ended December 31, 2006. This impairmastrequired since the HeartBar product was diseoed in January 2006 and is no
longer sold. The decision to discontinue HeartBdmabt impact other aspects of our arginine businesich includes sales of non-HeartBar
arginine products and license royalties from tipiagties selling arginine based products. We madedtitision after evaluating the recent
clinical trial results and market potential, amarber things.

Cost of product sales was approximately 10% opneduct sales for the year ended December 31, 20@6h is consistent with
approximately 9% for the year ended December 3052Cost of service sales was approximately 33%eofice sales for the year ended
December 31, 2006, as compared to approximatelyfé@¥%e year ended December 31, 2005. The imprewntin the cost of service sales
a percentage of service revenues was due to thetgio telemedicine service sales during 2006, withcorresponding increase in costs, as a
result of staffing and scheduling efficiencies.

Interest income for the year ended December 316,208s approximately $10.7 million, as comparebhterest income of approximat:
$5.4 million for the year ended December 31, 200t increase was due primarily to an increase sh ezailable for investing during 2006
and increased market interest rates.

Equity loss in affiliate represents our share oftNern Therapeutics’ losses. The equity loss iili@ was approximately $491,000 for
the year ended December 31, 2006, as comparegtoxamately $754,000 for the year ended DecembeB3@5. Northern Therapeutics’
loss was due primarily to expenditures for its-talbed gene transfer technology research for PAH.

An income tax benefit of approximately $34.1 mifliwas recognized for the year ended December 38,23 compared to $17.5
million for the year ended December 31, 2005. Téweeit in 2006 was due to an approximately $45liianireduction in the valuation
allowance of our deferred tax assets as of DeceBhe2006. The reduction of the valuation allowaisdgased on our review of both
historical and projected taxable income which hesas that it is more likely than not that certaortions of our deferred tax assets will be
realized. As a result, a reduction of the valuatitlowance related to our net operating loss cmyards, all of our business credits and o
temporary assets was required. The
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remaining valuation allowance of approximately $&ilion is on those deferred tax assets that retbeér a capital gain to occur in order to
be recognized or profits from our affiliate Northérherapeutics. Because these events are not tixelgcur in the near future, the
realizability of these assets is not more-likelgfttnot and we continue to maintain a valuatiorvadlace. Prior to 2005, due to the company’s
long history of operating losses, we did not badieur deferred tax assets had a realizable valdi¢haty were fully reserved. As a result, we
did not report tax benefits or deferred tax asgets to 2005. In 2005, we reduced the valuatigeree by approximately $19.7 million.

Years ended December 31, 2005 and 2004

Revenues for the year ended December 31, 2005,appreximately $115.9 million, as compared to agpnately $73.6 million for the
year ended December 31, 2004. The increase of dppately $42.3 million was due primarily to growithsales of Remodulin to o
distributors.

The following sets forth our revenues by sourcetlierperiods presented (in thousands).

Revenues for the
Years Ended
December 31

2005 2004

Remodulin $109,191 $66,05(C
Telemedicine services and produ 5,773 5,346
Other product: 689 2,194
License fees 262 —
Total revenues $115,91¢ $73,59C

For the years ended December 31, 2005 and 200hxapmately 90% and 87% of our revenues, respegtiveére earned from three
customers located in the United States.

Total revenues are reported net of estimated gavenhrebates, prompt pay discounts and fees da@listributor for services. We pay
government rebates to state Medicaid agenciep#yator Remodulin. Historically, we estimated aabllity for such rebates based on the
volume of Remodulin dispensed to Medicaid pati@stseported to us by our distributors and the explerebate per unit of Remodulin as
determined by us in accordance with federal guigsli Since April 1, 2005, we have estimated oubilitg for such rebates based on the
historical level of government rebates invoicedstate Medicaid agencies relative to sales of Retimoduthe United States. Prompt pay
discounts are offered on sales of Remodulin ifrthated invoices are paid in full generally witlti@ days from the date of sale. We estimated
our liability for prompt pay discounts based ontdical payment patterns. Fees paid to a distribiatoservices are estimated based on
contractual rates for specific services applieddtimated units of service provided by the distobdor the period.
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A roll forward of the liability accounts associateith estimated government rebates, prompt payodists and fees to a distributor for
services as well as the net amount of reductiomeuwenues for these items are presented as fo(lovisousands):

Years Ended
December 31

2005 2004

Liability accounts, at beginning of period $2121 $ 936
Additions to liability attributed to sales i

Current perioc 6,78¢ 7,64z

Prior period — —
Payments or reductions attributed to sale:

Current perioc (5,701) (5,684

Prior period (1,619) (773
Liability accounts, at end of period $159C $ 2,121
Net reductions to revenu $ 6,78¢ $ 7,642

Our distributors endeavor to maintain levels of Rdalin inventories sufficient to satisfy existingdanew demand for the product.
Inventory levels held by U.S.-based distributosr@ported to us by our distributors) at Decemlie2B05 and 2004 were approximately
$14.1 million and $14.0 million, respectively, bdsm our gross selling price. As Remodulin was @ebently approved by certain European
Union member countries, inventory levels outsidéhef United States were not believed to be siganificin the future, we expect that
international sales will increase as Remodulimisimercialized in more countries. Due to the inhedéficulties in tracking inventories held
by our six international distributors and their renous sub-distributors, inventory information witit be reported in our periodic reports in
the future. Product returns were due to arginirelpcts and totaled approximately $3,000 and $33¢00ihg the years ended December 31,
2005 and 2004, respectively.

Research and development expenses consist prirosblaries and related expenses, costs to agojuénenaceutical products and
product rights for development and amounts paicbtdract research organizations, hospitals anddides for the provision of services and
materials for drug development and clinical tri®@esearch and development expenses were approkirid&l million for the year ended
December 31, 2005, as compared to approximately’$80lion for the year ended December 31, 2004 ificrease was due primarily to
increased expenses of $3.2 million for the Remodrdlated programs and $1.5 million for the carmlisease programs during the year ended
December 31, 2005, as compared to lower expenséisefgear ended December 31, 2004. Mer Research and Development Projects
above, for additional information regarding oure@sh programs.

Selling, general and administrative expenses cbpsisarily of salaries, travel, office expensesurance, professional fees, provision
for doubtful accounts receivable, depreciation amwrtization. Selling, general and administratixpenses were approximately $24.7 mill
for the year ended December 31, 2005, as comparaphbroximately $21.4 million for the year endedc®mber 31, 2004. The increase in
selling, general and administrative expenses wasdmarily to the payment of one-time applicatfeas of approximately $1.1 million to
European countries as part of the mutual recognfirocess for Remodulin approval, and a subsediliegtfor approval of intravenous
Remodulin in Europe. Also contributing were incesam salary and related expenses of approxim@feB million, during the year ended
December 31, 2005.

Cost of sales consists of the cost to manufactueequire products that are sold to customers. Gfcstrvice sales consists of the
salaries and related overhead necessary to pregitgi&es to customers. Cost of product sales wagimnately 9% of product sales for each
of the years ended December 31, 2005 and 2004 .o€estvice sales was approximately 40% of sersades for the year ended
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December 31, 2005, as compared to approximatelyfé7¥he year ended December 31, 2004. The imprewein the cost of service sales
a percentage of service revenues was due to thetgno service sales during 2005 with no corresjimgpihcrease in costs.

Interest income for the year ended December 315,208s approximately $5.4 million, as comparechteriest income of approximately
$3.0 million for the year ended December 31, 200 increase was due primarily to an increase sh eaailable for investing during 2005
and increased market interest rates.

Equity loss in affiliate represents our share oftNern Therapeutics’ losses. The equity loss iili@ was approximately $754,000 for
the year ended December 31, 2005, as comparegtoxamately $785,000 for the year ended Decembe3@4. Northern Therapeutics’
loss was due primarily to expenditures for its &gous (non-viral vector) gene therapy researclPfdi and sales and marketing activities
for Remodulin in Canada.

An income tax benefit of approximately $17.5 mifliwas recognized for the year ended December 3B, 23 compared to none for
year ended December 31, 2004. The benefit in 2GG5dume to an approximately $19.7 million reductiothe valuation allowance of o
deferred tax assets as of December 31, 2005. Tuetien of the valuation allowance is based onreuiew of both historical and projected
taxable income which has shown that it is mordyikiean not that certain portions of our deferrax assets will be realizable and that a
reduction of the valuation allowance related tooprating loss carryforwards, business creditsiatathgible assets capitalized for tax
purposes of approximately $17.0 million, $1.7 roitlj and $1.0 million, respectively, was requirede Denefit from the reduction of the
valuation allowance was offset by state incomeetgpenses and federal alternative minimum incomexgense totaling approximately
$631,000. Additionally, the use of approximately@tillion of state net operating loss carryforwsawaere attributable to stock option
deductions which is recognized as an expense withrasponding increase to additional paid-in-edphe deferred tax assets may be
expensed in future periods as a component of tagrese as we incur additional taxable income. Roi@005, due to the company’s long
history of operating losses, we did not believe deferred tax assets had a realizable value aydibee fully reserved. As a result, we did
not report tax benefits or deferred tax assets poi@005.

Liquidity and Capital Resources

Until June 1999, we financed our operations prialtypthrough private placements of common stock.JOme 17, 1999, we completed
our initial public offering. Our net proceeds frahe initial public offering and sale of the ovelstinent shares, after deducting underwriting
commissions and offering expenses, were approxlyn@f6.4 million. In 2000, we issued common statkwo private placements and
received aggregate net proceeds of approximate€l9.82million. Until 2002, we funded the majority afir operations from such net proceeds
of equity. Since May 2002, we have funded our ap@na from revenues, mainly Remodulin-related, tislis expected to continue. We
believe that our existing revenues, together wiibteng capital resources (comprised primarily ofestricted cash, cash equivalents and
marketable investments), will be adequate to fumdogperations. However, any projections of futuaistcneeds and cash flows are subject to
substantial uncertainty. S&item 1A—Risk Factors—Actual consolidated reveramsd net income may be different from published rétges
analyst projections. In addition, we have a histofyosses and may not continue to be profitable”.

In February 2005, we filed a primary shelf regittna statement with the SEC to enable us to offer sell up to five million shares of
our common stock from time to time in one or mdiferings. The shelf registration statement was driglvn in March 2006 and is no longer
effective.

Our working capital at December 31, 2006, was apprately $258.1 million, as compared to approxirha#i52.2 million at
December 31, 2005.
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At December 31, 2006, restricted cash and marlkefalbbestments pledged to secure our obligationgutie synthetic operating lease
(discussed below und@ff Balance Sheet Arrangemgribtaled approximately $39.0 million, as companéth approximately $20.7 million
at December 31, 2005. The increase in restricteld and marketable investments was due to additfandk placed in escrow to provide
adequate collateral under the lease and also mqsemterest received on these investments. Ajppiately $1.3 million, representing excess
funds in escrow, will be taken out of the escrowaamt in early 2007.

Net cash provided by operating activities was agppnately $61.9 million, excluding the excess taxéf from stock-based
compensation of $10.8 million, for the year endet®&nber 31, 2006, as compared to approximately’$4Blion for the year ended
December 31, 2005. The increase in cash providexpbyating activities was due primarily to growtlsiales and collections of Remodulin.
For the year ended December 31, 2006, we invegigaeimately $15.6 million in cash for propertyapt and equipment—mainly for new
properties, equipment for the new facility in Si\&pring, Maryland, and pre-construction relatepemses, of approximately $5.0 million,
$4.1 million and $3.9 million, respectively—as ccemgd to approximately $6.1 million in the year esthdlecember 31, 2005. For the years
ended December 31, 2006 and 2005, we receivedxppately $14.4 million and $15.0 million in stocktion exercise proceeds,
respectively.

We are currently in the planning phase for buildingew approximately 200,000 square foot facilitfResearch Triangle Park, North
Carolina, which will house a manufacturing openatimd offices. The manufacturing operation wilffbeformulating oral treprostinil and tt
offices will be used by our clinical developmentiaales and marketing staff, which currently oces leased facility in the area.
Construction of this facility is expected to begirearly 2007, may cost up to $100 million, and rtelye up to two years to complete,
although the cost and timetable for constructiostilsbeing determined. We expect to fund the ¢arsion of this facility from our working
capital.

We are also in the planning phase for a new offiv@ laboratory building, which will connect to aunrrent laboratory facility in Silver
Spring, Maryland. The building of this facility &nticipated to begin in the latter half of 2007 eTdosts are still being estimated due to
continuing design and related estimation work. \Wécgate that the construction of this facilitylWde financed though a synthetic operating
lease.

We made milestone payments totaling $20,000 putdoagxisting license agreements during each ofézes ended December 31, 2
and 2005. We are obligated to make royalty paymemtsales of Remodulin that exceed annual net s&®25.0 million and on all arginine
products. Royalties on sales of all products culyanarketed range up to 10% of sales of those ymtsdand up to 20% of arginine royalty
payments received.

Convertible Senior Notes

On October 30, 2006, we issued $250.0 million 608 Convertible Senior Notes due October 2011 Qthevertible Senior Notes).
Proceeds from the offering, after deducting théahpurchaser’s, Deutsche Bank Securities IncuBehe Bank), discount and commission
and estimated expenses were approximately $242i0mmiThe Convertible Senior Notes were issuedaatvalue and pay interest in cash
semi-annually in arrears on April 15 and OctobepflBach year, beginning on April 15, 2007. The @wotible Senior Notes are unsecured
unsubordinated obligations and rank equally witlotiler unsecured and unsubordinated indebtedmbesConvertible Senior Notes have an
initial conversion price of $75.2257 per share. Toavertible Senior Notes may only be convertedarfiytime after July 15, 2011; (ii) during
any calendar quarter commencing after the dateigihal issuance of the notes, if the closing galee of our common stock for at least 20
trading days in the period of 30 consecutive trgdlays ending on the last trading day of the calegdarter preceding the quarter in which
the conversion
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occurs is more than 120% of the conversion prica@iotes in effect on that last trading day) liiring the ten consecutive trading-day
period following any five consecutive trading-dagripd in which the trading price for the notesdach such trading day was less than 95%
of the closing sale price of our common stock ochsiiate multiplied by the then current conversite;ror (iv) if specified significant
distributions to holders of our common stock areleyapecified corporate transactions occur, olcootmon stock ceases to be approved for
listing on The NASDAQ Global Select Market and @& histed for trading on another U.S. nationalegional securities exchange. Upon
conversion, a holder will receive: (i) cash equethe lesser of the principal amount of the nottherconversion value; and (ii) to the extent
the conversion value exceeds the principal amolihteonote, shares of our common stock. In additigron a change in control, as define
the indenture under which the Convertible SenioteNdave been issued, the holders may requirepugthiase all or a portion of their
Convertible Senior Notes for 100% of the princigalount plus accrued and unpaid interest, if anys plnumber of additional shares of our
common stock, as set forth in the related indentline indenture under which the Convertible SeNiotes were issued contains customary
covenants.

Concurrent with the issuance of the Convertiblei@ddotes, we purchased call options on our comstook in a private transaction.
The call options allow us to receive up to appraatily 3.3 million shares of its common stock fronuterparties, equal to the amount of
common stock related to the excess conversion \thhteve would pay to the holders of the ConvegtiBenior Notes upon conversion. These
call options will terminate upon the earlier of timaturity dates of the related Convertible Seniotds or the first day all of the related
Convertible Senior Notes are no longer outstandingto conversion or otherwise. The call optionsictv cost approximately $80.8 million,
will be recorded as a reduction of shareholdergitggThe cost of call option for tax purposes ¢esaa tax deduction since it is classified as
Original Issue Discount (OID). The deduction is sidered a permanent difference and as such doeseait a deferred tax asset. The be
of deduction is recorded as an increase to additioaid-in-capital.

In a separate transaction, we sold warrants t@iskares of its common stock at an exercise pfi§&@b5.689 per share. Pursuant to this
transaction, warrants for approximately 3.3 millgirares of our common stock were issued. If theageeprice of our common stock durin
defined period, ending on or about the respecttiesnent dates, exceeds the exercise price afdngants, the warrants will be settled in
shares of our common stock. Proceeds receivedtiiernssuance of the warrants totaled approxim#és,4 million and were recorded as an
addition to additional paid-in-capital.

We also used approximately $112.4 million to repase approximately 1.8 million outstanding shafesuo common stock as part of
this transaction. We intend to use the remaindén@het proceeds for working capital or other geineorporate purposes, which may inch
acquisitions, strategic investments or joint veatairangements.

Stock Repurchases

In July 2006, in a privately negotiated transactwa repurchased 766,666 shares of our common,gtackalue $0.01 per share, from
Toray Industries for a cash purchase price of apprately $42.2 million (or $55.08 per share), panstto a stock purchase agreement
between Toray Industries and us. The purchase wasethe average of the closing prices of our comstock for the 30 consecutive trading
days ending on July 26, 2006. Toray Industriesmstawnership of 100,000 shares of our common stock
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Due to our desire to return value to our sharehs|dn October 17, 2006, our Board of Directorsrappd a stock repurchase prograr
repurchase up to 4 million shares of our commoaokstwer a two year period. As of December 31, 2@0®tal of approximately 1.9 million
shares were repurchased at a cost of approxintté®y.4 million. Approximately 1.8 million sharesair stock were repurchased using
approximately $112.4 million of the net proceedsfrthe issuance of the Convertible Senior Noteseth@n the closing price of the common
stock on October 24, 2006 of $62.17. The remaishmyes were repurchased on the open market urstierciured repurchase program in
which buy orders that are automatically placedraset prices below the market open of stock. Thgnam has daily share limits as well as
quarterly share and/or dollar limits. We may alspurchase shares outside of this program.

Income taxes

We recognized an income tax benefit of approxinya$d4.1 million and $17.5 million for the years eddDecember 31, 2006 and 2005,
due primarily to our expectation of incurring tal@mcome during 2006.

At December 31, 2006, we had, for federal incomeptaposes, net operating loss carryforwards of@pmately $52.2 million and
business tax credit carryforwards of approxima$lg.4 million, which expire at various dates frof12 through 2024. The majority of the
net operating loss carryforwards is attributablexercised stock options, the benefit of which vemdized as direct increases in additional
paid-in-capital. Business tax credits can offsatrfe tax liabilities and arise from qualified resgraexpenditures. We have been and may
continue to be subject to federal alternative mimmtax and state income taxes, even though we sigaéicant net operating loss and tax
credit carryforwards.

Section 382 of the Internal Revenue Code limitsutilezation of net operating losses when ownersthipnges occur as defined by that
section. We have reviewed our ownership changdipnshrough December 31, 2004 pursuant to Se@8thand have determined that
ownership changes occurred in December 1997, 8@, And November 2004 and, as a result, theattiiz of certain of our net operating
loss carryforwards may be limited. We are currergljiewing our ownership change position througleédeber 31, 2006. We do not expect
any significant portion of our net operating logsrg forwards or business tax credits to expiresequ

We recognized an income tax benefit of approxinye84.1 million and $17.5 million for the years eddDecember 31, 2006 and 2005,
respectively, due primarily to approximately $4miflion and $19.7 million respective reductionglire valuation allowance against our
deferred tax assets based on our determinatiorcéintatin of these deferred tax assets are morly likan not realizable.

Off Balance Sheet Arrangement

In June 2004, we entered into a synthetic operdtiage and related agreements with Wachovia DenelapCorporation and its
affiliates (Wachovia) to fund the construction dhboratory facility in Silver Spring, Maryland. dar these agreements, Wachovia funded
$32.0 million towards the construction of the laddory facility on land owned by us. The constructhase commenced in 2004 and was
completed in May 2006. Following construction, Wewia leased the laboratory facility to us with enteending in May 2011. Under the 99-
year ground lease, Wachovia will pay fair valuet terus for use of the land both during the cortdtom phase and after the laboratory lea
terminated. During the term of the laboratory le&¥achovia will pay $1 per year to us for use @& l&ind.

Wachovia receives rents from us, generally baseabptying the 30-day LIBOR rate plus approximatebybasis points to the amount
funded by Wachovia towards the construction oflét@ratory. These monthly rents commenced wheteath@atory construction was
completed and will continue until the terminatidittoe lease in May 2011. Upon termination of thesks we will generally have the option of
renewing the lease (subject to approval of bottigsr purchasing the laboratory at a
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price approximately equal to the funded constructiost, or selling it and repaying Wachovia thet ©fsts construction. We have guaranteed
that if the laboratory is sold, Wachovia will reeeiat least 86% of the amount it funded towardstvestruction.

We pledged a portion of our marketable investmaatsollateral to secure our lease obligation@tember 31, 2006, approximately
$39.0 million of marketable investments and castevpdedged as collateral and are reported asctstrmarketable investments and cash in
our consolidated balance sheet.

This arrangement enabled us to construct our latgréacility without using our own working capitalhere will not be any depreciati
expense associated with the laboratory facilitycesithese improvements are owned by Wachovia. oaiat of rent to be paid to Wachovia
during the term of the laboratory lease will vasyitais tied to the then current 30-day LIBOR rphigs approximately 55 basis points. As this
rate increases, so will the rents to be paid. airyil if this rate decreases, then the amountmift@be paid to Wachovia will also decrease.

Rent payments under the laboratory lease commendddy 2006 after completion of construction andl eontinue through terminatic
of the lease in May 2011. Upon the completion eflthilding in May 2006, Wachovia advanced to usrémeaining funds available,
approximately $5.2 million for construction duetie lengthy process involved in finalizing constioi costs. When the final construction
costs have been agreed upon, any remaining fuatisvéire advanced will be returned to Wachovia. Wecipate that the finalization of
construction costs will be completed in late 2006til then, the rent payments will be based onfttiegs32.0 million lease facility. Upon the
return of unspent funds, the remaining rent paymeiit be based on the actual funded costs of thiging. At December 31, 2006, the
remaining construction advance totaled approxing&8B2,000 and is classified as other currentlitgbin the balance sheet.

Based on construction costs of approximately $88lllon and the current effective rate of approxteig 5.9% (equivalent to the curre
30-day LIBOR rate plus approximately 55 basis poattDecember 31, 2006), the rents to be paidm®aimately $1.9 million annually. In
addition, Wachovia paid us ground rent in June 2@fring the period through May 2011 and totale@ggregate of approximately
$307,000. This amount is being recognized as incatably through May 2011.

We guaranteed a minimum residual value of the ktiooy facility. This guaranteed residual is gerlgrajual to 86% of the amount
funded by Wachovia towards construction. If, atehd of the lease term, we do not renew the leaparchase the improvements, then the
building will be sold to a third party. In that eewe have guaranteed that Wachovia will recetdeast this residual value amount. The
maximum potential amount of this guarantee is axiprately $27.5 million, equivalent to 86% of toedpected construction costs of $32.0
million. We have reported this guarantee as a noreat asset (prepaid rent) and non-current lighbther liability). We have estimated the
fair value of this guarantee liability and the @sponding asset at approximately $734,000, net@fraulated amortization at December 31,
2006.

In October 2006, we amended the laboratory leasértonate a covenant that we maintain a consaddlaurrent debt ratio of not less
than 1.2:1.0. The laboratory lease and other agegatstontinue to require, among other things, weamaintain a consolidated net worth ¢
least $70.0 million. The agreements contain otlbgenants and conditions with which we must combptgaghout the lease periods and upon
termination of the lease. If we were unable to clyrmpth these covenants and conditions, if the monpliance went uncured, and if the
parties could not agree otherwise, the agreements terminate. A termination of these agreemeatdccresult in our acquisition of the
improvements from Wachovia or the loss of our litjcollateral.
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In March 2005, we entered into a construction managnt agreement with Turner Construction Companyr(@r) under which Turner
became responsible for the construction of thdifiacThe agreement contains a guaranteed maxinmee plause in which Turner agreed
that the construction cost of the facility will nexceed approximately $27.0 million, which amowsubject to change based on agreed-upon
changes to the scope of work. Turner is respongiioleovering any costs in excess of the guarantegimum price guarantee.
Contractual Obligations

At December 31, 2006, we had contractual obligatiocoming due approximately as follows (in thous&nds

Payment Due In

2008 2010 2012

to to and

Total 2007 2009 2011 Later
Notes payable and capital lease obligation $256,22¢ $1,20¢ $ 2,51t $252,50C $ —
Operating lease obligatiol 12,427 3,23C 5,828 3,264 105
Construction agreement( 882 882 — — —
Purchase obligatior 684 684 — — —

Other long-term liabilities reflected in the stat=mh

of financial position(3 734 — — 734 —
Milestone payments(4) 11,04t 2,17C 5,090 765 3,02C

$281,99¢ $8,174 $13,43¢ $257,26: $3,12F

(1) In October 2006, we issued $250.0 million aggregaitecipal amount of Convertible Senior Notes. Phiacipal balance of the notes is
repaid in cash with any increase of our stock paloeve $75.22 paid in our stock. While the notestmmredeemed by the bondholder
once our stock price exceeds $75.22, we have asstimaethe bondholders will hold the bonds untituniy.

(2) Upon the completion of the laboratory in May 20@8chovia advanced to us the remaining funds auail@o construction due to the
lengthy process involved in finalizing constructicrsts. When the final construction costs have laggeaed upon, any remaining funds
that were advanced will be returned to WachoviaDAtember 31, 2006, the remaining construction ackvéotaled approximately
$882,000 and is classified as other current lighiti the balance sheet

(3) Upon termination of the lease with Wachovia for lddeoratory facility, we will generally have thetam of renewing the lease,
purchasing the laboratory or selling it and repgyiachovia the cost of its construction. We guaredtthat if the laboratory is sold,
Wachovia will receive at least 86% of the amoumaiitded towards the construction. We estimatetti@taboratory will cost
approximately $32.0 million to construct and theuguntee is estimated at approximately $27.5 millidre estimated fair value of the
guarantee is included in other long-term liabifitreflected in the statement of financial positi®aeOff Balance Sheet Arrangemédat
additional information.

(4) We licensed certain products from other companigeucertain license agreements. These agreememésadly include milestone
payments to be paid in cash by us upon the achieweaf certain product development and commereitibn goals set forth in each
license agreement. Total milestone payments uthdsetlicense agreements have been estimated batiesl @stimated timing of these
development and commercialization goals.
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Summary of Critical Accounting Policies
Income Taxes

We account for income taxes in accordance witheBtant of Financial Accounting Standards (SFAS) N8, Accounting for Income
Taxes. Under the asset and liability method of SFAS NP, deferred tax assets and liabilities are deterdnbased on the differences
between the financial reporting and the tax ba$essets and liabilities and are measured usintatheates and laws that are expected to
apply to taxable income in the years in which thieseporary differences are expected to be recovarsdttled. A net deferred tax asset or
liability is reported in the balance sheet.

At each reporting date, we consider whether itaexlikely-than-not that some portion or all of thet deferred tax asset is realizable. If
the net deferred tax asset is not fully realizatiien a valuation allowance is established to redine amount of net deferred tax assets
reported in the balance sheet. Based on the wefghtailable evidence at December 31, 2006, it dedsrmined that a partial valuation
allowance totaling approximately $6.8 million wacassary at December 31, 2006.

Remodulin Revenue Recognition

Product sales of Remodulin are recognized wheneleld to distributors, which comprise our custonferslemodulin. Product sales of
Remodulin delivery pumps and related supplies @tegnized when delivered to distributors on a ghasss in accordance with Emerging
Issues Task Force Issue (EITF) No. 99-R8porting Revenue Gross as a Principal versus BleinsAgent Title to these products passes
upon delivery. Had the net basis been appliedatheunts of revenues and cost of product salestexpor the consolidated financial
statements would have been lower, but there woaNe lbeen no impact on net income or losses. Prpayphent discounts, government
rebates and fees to a distributor are estimatedenudjnized as reductions of revenue in the samedohat revenues are recognized. Had
these discounts, rebates and fees not been reatediuctions of revenue, the amounts reporteehvasnues and selling expenses would |
been higher, but there would have been no impacebimcome or losses. Return policies provide phatluct that has expired or become
damaged in shipment may be replaced, but not redurfherefore, reserves for exchanges are notdedamless product expiration or
damage occurs. The shelf life of Remodulin is twd ane-half years from the date of its manufactéte.rely on our distributors to report
damage in shipment or expirations of Remodulin pobd

One of our Remodulin distribution agreements séigd minimum quarterly purchases by the distribtdoperiods through June 30,
2005, and no minimum quarterly purchases after 30n€005. The distribution agreement, howeversdu® permit the distributor to return
Remodulin product solely based on the distributabgity or inability to resell the product. As esult, revenues from sales to this distributor
are recognized in the period that the Remodulinlpcbis delivered to the distributor. During theayeended December 31, 2006, 2005 and
2004, approximately $16.6 million, $5.3 million,chi3.1 million, respectively, of Remodulin produsatsre sold to this distributor and
recognized as revenue, respectively, and thisilgigar has made voluntary purchases since Jun2(83,

We closely monitor levels of inventory in the dilstition channel for contractual compliance. Thelfdife associated with our products
is 30 months. Obsolescence due to dating expir&éemnot been a historical concern, given the figpiad which our products move through
the channel. Changes due to our competitors’ pnicgements have not adversely affected us. We dpmoetde incentives to our distributors
to assume additional inventory levels beyond wiauistomary in the ordinary course of business.
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United Therapeutics records Remodulin and relatedyrt sales net of the following significant caiggs of product sales allowances:
prompt payment discounts; Medicaid discounts; @ faid to distributors. Calculating each of thesas involves significant estimates and
judgments and requirdUnited Therapeutics to use information from extesmarces.

Prompt payment discounts—United Therapeutics offerdistributors a 2% prompt-pay cash discourdragicentive to remit payment
within the first thirty days after the date of tineoice. Prompt-pay discount calculations are basethe gross amount of each invoice. These
discounts are accounted for by reducing sales &# discount amount when product is sold, andyaipglearned cash discounts at the time
of payment. United Therapeutics’ customers havémely taken advantage of this discount. Basedanroon industry practices and on
distributors’overall payment history, United Therapeutics acgffioe cash discounts on all Remodulin product sadesrded during the peri
unless information is available, such as an oudtgninvoice, which would indicate that the invoigdl not be paid within the discount
period. United Therapeutics adjusts the accruetflect actual experience as necessary and, auli, the actual amount recognized in any
period may be slightly different from the accrualaunt.

Medicaid discounts—United Therapeutics recordsuwadsrfor rebates to be provided through governnieebate programs, such as the
Medicaid Drug Rebate Program, as a reduction efssahen product is sold. These reductions are b@aséiktorical rebate amounts and
trends of sales eligible for these governmentaljanms for a period, as well as any expected chaoghe trends of its total product sales. In
addition, United Therapeutics estimates the expleaté rebate amounts to be used and adjusts tia@eraccruals based on the expected
changes in rebate pricing. Rebate amounts are ggnewoiced and paid a quarter in arrears, softtih@accrual consists of an estimate of the
amount expected to be incurred for the currenttquaractivity, and an estimated accrual for pgaarters’ unpaid rebates.

Intangible Assets

We adopted the provisions of SFAS No. 142o0dwill and Other Intangible Asseten January 1, 2002, which eliminated the
amortization of goodwill. Rather, goodwill is subjeo at least an annual assessment for impairbheapplying a fair value-based test that is
performed on Octobersl of each year. We contigualbluate whether events and circumstances hatered that indicate that the
remaining value of goodwill may not be recoveradleDecember 31, 2006, we believed that goodwilswat impaired and therefore no
impairment losses have been recorded. This comelusibased on our judgment, taking into consid@naxpectations regarding future
profitability and the status of the reporting unitsich have reported goodwill. However, changestiategy or adverse changes in market
conditions could impact this judgment and requirérapairment loss to be recognized for the amaduait the carrying value of goodwill
exceeds its fair value.

On January 19, 2006, we decided to discontinusdles, marketing and production of our HeartBar bhproducts, which are arginine-
enriched dietary supplements. This discontinuara® &ffective immediately. The decision to discamitieartBar is not meant to impact
other aspects of our arginine line of businessciwiiclude sales of non-HeartBar arginine prodaats licensing royalties from third parties
selling arginine based products. This decision made by us after evaluating recent clinical trgults and market potential, among other
considerations.

In connection with this discontinuance, we conctitteat we will recognize non-cash impairment chargealing approximately $2.0
million from the write-off of the HeartBar tradenkantangible. These impairment charges were recbid¢he quarter ending March 31,
2006. The other intangible assets related to thimiae line of business, primarily patents, areaffected by this discontinuance.
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Marketable Investment

Currently, we invest portions of our cash in maakét debt securities issued primarily by federafipnsored agencies. Due to our intent
and ability to hold these marketable debt investshantil their maturities, these investments aporied at their amortized cost. We believe
that we are able to hold these investments to ritytdue to the significant level of cash and ceghivalents that we have. If we did not have
the ability and intent to hold these investmentmtdurity, we would have reported them in the ctidated balance sheets at their fair market
values. At December 31, 2006, the amortized costase debt securities was approximately $162.lomiand their fair values were
approximately $160.1 million.

Stock Options

Effective January 1, 2006, we adopted the fair@akcognition provisions of SFAS No. 123(Bhare-Based Paymentising the
modified prospective transition method. Under thadified prospective transition method, compensatiost recognized in 2006 includes
compensation cost for all equity-based paymentstgdaprior to but not yet vested as of January0062This estimation is based on the grant
date fair value estimated in accordance with thgirtal provisions of SFAS No. 123 and compensatiost for all equity-based payments
granted subsequent to January 1, 2006, based gnahedate fair value estimated in accordance thighprovisions of SFAS No. 123(R).
Results for prior periods have not been restated.

We have utilized the Black-Scholes-Merton valuatioodel for estimating the fair value of the stogkions granted during the year
ended December 31, 2006, as well as for optiontgi@during all prior periods. The Black-Scholes-Marvaluation model includes many
assumptions that are subject to substantial jud¢gnsach as risk-free rate of interest, expecteidieind yield, expected volatility, expected
term of options and expected forfeiture rate.

Expected Volatility—Volatility is a measure of the amount by whichraaficial variable such as a share price has flusdugdtistorical
volatility) or is expected to fluctuate (expectematility) during a period. United Therapeutics siglee historical volatility based on the wee
price observations of its common stock during teeqa immediately preceding the share-based awantt ¢hat is equal in length to the
award’s expected term (up to a maximum of five geddnited Therapeutics believes that historicdtiity within the last five years
represents the best estimate of future long tedattility.

Risk-Free Interest RateFhis is the average interest rate consistent waighyield available on a U.S. Treasury note (witeran equal to
the expected term of the underlying grants) atltite the option was granted.

Expected Term of OptionsThis is the period of time that the options grardesl expected to remain outstanding. United Theutagse
adopted SAB 107’s simplified method for estimatihg expected term of share-based awards grant@thdbe year ended December 31,
2006.

Expected Dividend Yield-United Therapeutics has never declared or paidldnds on its common stock and does not anticipatmg
any dividends in the foreseeable future. As suuh dividend yield percentage is assumed to be zero.

Expected Forfeiture Rate-Fhis is the estimated percentage of options grathigidare expected to be forfeited or cancelledroannual
basis before becoming fully vested. United Theréips@estimates the forfeiture rate based on hisdbforfeiture experience for similar levels
of employees to whom options were granted.
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Investments in Affiliates

The equity method of accounting is used to acctamrdome of our investments in affiliates, inclugliNorthern Therapeutics. The equity
method of accounting generally requires that wenegpur share of our affiliates’ net losses or fisah our financial statements, but does not
require that assets, liabilities, revenues, an@eges of the affiliates be consolidated with oursetidated financial statements. The equity
method of accounting is being applied generally uthe lack of control over these affiliates ahd kevels of ownership held by us. Althot
our investment in Northern Therapeutics exceeds, 30#tority shareholders possess substantive paatiog rights that preclude Northern
Therapeutics’ financial statements from being ctidated.

Other investments in affiliates are accounted fothe cost method generally due to the lack ofiiggmt influence over these affiliates
and a less than 20% ownership by us. The cost miethaccounting does not require that we reportstiaire of the affiliates’ net losses or
profits in our financial statements, nor are adffis’ assets, liabilities, revenues and expensestidated with our consolidated financial
statements.

Options Issued in Exchange for License

In June 2000, in connection with our license froamdly Industries for the sustained release formaatif beraprost (an oral prostacyclin
analog), we agreed to grant options to Toray Intkssto purchase 500,000 shares of our common sipek Toray Industries’ adequate
documentation of sustained release beraprost irmharand its transfer of clinical trial material e in clinical trials in the United States.
These options will not be priced until Toray Indiest has met this milestone. If and when the nolests met, the exercise price of the
options will be set at the fair market value of ctammon stock at that time. Due to the uncertasritiedrug development, it is not yet known
if Toray Industries will provide the appropriaténétal trial material. Therefore, in accordancehniITF Issue No. 96-1&ccounting for
Equity Instruments that are Issued to Other tharpleyees, these options are measured at their lowest agtgdagir value at each interim
reporting date, which amount has been zero. Asultreno expense related to these options hasreeernded in the consolidated financial
statements.

Lease of Laboratory Facility

In June 2004, we entered into a synthetic operdtiage and related agreements with Wachovia to thimdonstruction of a laboratory
facility in Silver Spring, Maryland. The construmti of the laboratory facility was completed in M2§06. The total amount of the
construction is expected to be $32.0 million. Tédeolratory facility is owned by Wachovia, the les8e are the lessee and pay rent to
Wachovia now that the facility is completed. Thimagement is a form of off balance sheet financinder which Wachovia funded 100% of
the costs for the construction of the property aod leases the laboratory facility to us. We hareviged a residual value guarantee to
Wachovia that the residual value of the leasediasg# be at least equal to a specified amourease termination.

In accordance with the guidance in SFAS No. 13,08cting for Leases, EITF Issue No. 97hplementation Issues in Accounting for
Lease Transactions, Including Those Involving Sg-Purpose Entities, EITF Issue No. 97-10, The Efféttessee Involvement in Asset
Construction, and Financial Accounting Standards Board (FASBgrpretation No. 48Consolidation of Variable Interest Entitiesve
determined that the lease is properly classifiedragperating lease for accounting purposes. Funthre, we determined that Wachovia has
sufficient substance such that it can be treatemhasirelated entity and, accordingly, does natireqconsolidation into our financial
statements.
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Operating leases of assets do not require thdefised asset and the related rent obligation letexpin the lessee’s balance sheet, but
rather be disclosed as future commitments. In eshtcapital leases do require that the leased asdeent obligations be reported in the
lessee’s balance sheet as assets and debt. Cliantigesevels of investment made by Wachovia asdffiliates in the laboratory could affect
the classification of the lease from operatingdpital. In that event, we would include both theeds and debt associated with the laboratory
facility on our balance sheet.

Recent Accounting Pronouncements
Fair Value Measurements

In September 2006, the FASB issued SFAS Fait, Value MeasurementsSFAS 157 defines fair value, establishes a fraonk\ior
measuring fair value under generally accepted adt@wmyprinciples, and expands disclosures about/fue measurements. SFAS 157 is
effective for financial statements issued for flsears beginning after November 15, 2007, andimt@eriods within those fiscal years.
United Therapeutics is currently evaluating theaetghe adoption of this statement could have ofiriancial condition, results of operations
or cash flows.

Uncertain Tax Positions

In July 2006, the FASB issued FIN 48;counting for Uncertainty in Income Taxas, interpretation of Statement of Financial
Accounting Standards No. 108ccounting for Income TaxesFIN 48 clarifies the accounting for income taxmsprescribing the minimum
recognition threshold a tax position is requirednteet before being recognized in the financiakstants. FIN 48 also provides guidance on
derecognition, measurement, classification, inteaad penalties, accounting in interim periods¢ldisure and transition. The interpretation
applies to all tax positions related to income sas@abject to SFAS 109. FIN 48 is effective for fisgears beginning after December 15, 2006.
United Therapeutics is currently evaluating theaetghe adoption of this interpretation, but betigthat the adoption will not have a
significant impact on its financial condition, réswof operations or cash flows.

Hybrid Financial Instruments

In February 2006, the FASB issued SFAS 1&Eounting for Certain Hybrid Financial Instrumentdich amends SFAS 133,
Accounting for Derivative Instruments and Hedgirgivitiesand SFAS 140Accounting for Transfers and Servicing of Finandakets and
Extinguishments of Liabilitie. SFAS 155 simplifies the accounting for certaindgives embedded in other financial instrumentslowing
them to be accounted for as a whole if the holteste to account for the whole instrument on aalue basis. SFAS 155 also clarifies and
amends certain other provisions of SFAS 133 andSSE40. SFAS 155 is effective for all financial mshents acquired, issued or subject
remeasurement event occurring in fiscal years Iméggnafter September 15, 2006. United Therapediies not believe the adoption of this
statement will have a material impact on its firahcondition, results of operations or cash flows.

Accounting for Changes and Error Corrections

In May 2005, the FASB issued SFAS 13€counting Changes and Error Correctionkich supersedes APB Opinion No. 20,
Accounting Changeand SFAS 3Reporting Accounting Changes in Interim Financi@t&ments SFAS 154 changes the requirements fo
accounting for and reporting of a change in acdagntrinciple. SFAS 154 also carries forward withobange the guidance contained in
APB 20 for reporting the correction of an erropireviously issued financial statements and a changecounting estimate. SFAS 154
requires retrospective application to prior peridumancial statements of changes in accountinggiple, unless it is impracticable to
determine either the period-specific effects ordhmulative effect of the change. The correctioamgrror in previously issued financial
statements is not
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a change in accounting principle. However, the ripg of an error correction involves adjustmeitpreviously issued financial statements
similar to those generally applicable to reportmgaccounting change retroactively. Thereforereperting of a correction of an error by
restating previously issued financial statementdss addressed by SFAS 154. SFAS 154 is effefiivaccounting changes and corrections
of errors made in fiscal years beginning after Daoer 15, 2005. United Therapeutics does not belieathe adoption of this statement will
have a material impact on its financial conditimsults of operations or cash flows.

On September 13, 2006, the SEC issued Staff AcocauBulletin No. 108 Considering the Effects of Prior Year Misstateméfiteen
Quantifying Misstatements in Current Year Finan@Sghtements (SAB 108pAB 108 provides guidance on how prior year raigshents
should be taken into consideration when quantifymgstatements in current year financial statemiemtthe purposes of determining whet
the current year's financial statements are mdlgmnaisstated. SAB 108 becomes effective for actimgnyears ending after November 15,
2006. The adoption of this SAB did not have anyastmn United Therapeutics’ financial statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

At December 31, 2006, a substantial portion ofamsets was comprised of debt securities issueddzydlly-sponsored agencies. The
market value of these investments fluctuates witinges in current market interest rates. In genasatates increase, the market value of a
debt investment would be expected to decreasewlisiee as rates decrease, the market value of ardefsttment would be expected to
increase. To minimize such market risk, we holchsastruments to maturity at which time these unstents will be redeemed at their stated
or face value. At December 31, 2006, we had apprately $162.1 million in debt securities issueddderally-sponsored agencies with a
weighted average stated interest rate of approeimndt6% maturing through March 2012 and callableually. The fair market value based
on quoted market prices of this held-to-maturitytfmio at December 31, 2006, was approximatelyGs16nillion.

At December 31, 2006, a portion of our assets wagpcised of auction rate debt securities issuestate-sponsored agencies. While
these securities have long-term maturities, tearest rates are reset approximately every 7-28 tfsough an auction process. As a result,
the interest income from these securities is stilbpemarket risk since the rate is adjusted to asnodate market conditions on each reset
date. However, since the interest rates are réfleof current market conditions, the fair valuettodse securities typically does not fluctuate
from par or cost. At December 31, 2006, we had @pprately $46.3 million in these debt securitiethwa weighted average stated interest
rate of approximately 5.3%. The fair market valasdd on quoted market prices of these availablsdter debt securities as of December 31,
2006 was approximately $46.3 million.

In June 2004, we entered into a synthetic operdtiage and related agreements with Wachovia to thimdonstruction of a laboratory
facility in Silver Spring, Maryland. Under theseragments, we pay rents to Wachovia generally basexpplying the 30-day LIBOR rate
plus approximately 55 basis points to the amountléd by Wachovia towards the construction of thedatory. The total amount of
construction is estimated to be approximately $32il0on. These rents, therefore, are subject eorthk that the LIBOR rate will increase or
decrease during the period until termination in N2@j 1. At December 31, 2006, the 30-day LIBOR veds approximately 5.3%. For every
movement of 100 basis points (1%) in the 30-dayQBrate, the rents under this lease could incremdecrease by approximately $320,000
on an annualized basis.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited the accompanying consolidated balsimeets of United Therapeutics Corporation @ecember 31, 2006 and 2005,
and the related consolidated statements of opestgtockholders’ equity, and cash flows for eacthe three years in the period ended
December 31, 2006. Our audits also included thenfifal statement schedule listed in the Indexean I15 (a)(2). These financial statements
and schedule are the responsibility of the Compamanagement. Our responsibility is to expresspémian on these financial statements
schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBigUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on glasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the financial statements referredlbove present fairly, in all material respedis, ¢donsolidated financial position of
United Therapeutics Corporation at December 31620@ 2005, and the consolidated results of itsatjpms and its cash flows for each of
the three years in the period ended December 38,20 conformity with U.S. generally accepted agting principles. Also, in our opinion,
the related financial statement schedule, whenideresd in relation to the basic financial stateragaken as a whole, presents fairly in all
material respects the information set forth therein

As discussed in Note 6 of the consolidated findrat@tements, in fiscal year 2006, United Therapsu€orporation changed its method
of accounting for equity based on compensatiorcaoadance with guidance provided in Statement odir¢ial Accounting Standards
No. 123(R),“Share-Based Payment.”

We also have audited, in accordance with the Stdsd# the Public Company Accounting Oversight Bo@snited States), the
effectiveness of United Therapeutics Corporatiamisrnal control over financial reporting as of Baether 31, 2006, based on criteria
established in Internal Control—Integrated Framdwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
and our report dated February 27, 2007 expressedgualified opinion thereon.

/sl Ernst & Young LLP
McLean, Virginia
February 27, 2007
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Report of Independent Registered Public Accountingdrirm on
Internal Control over Financial Reporting

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited management’s assessment, inclodbd accompanying Management’s Report on Inteoakrol Over Financial
Reporting, that United Therapeutics Corporationntazned effective internal control over financieporting as of December 31, 2006, based
on criteria established in Internal Control—IntegthFramework issued by the Committee of Sponsddirganizations of the Treadway
Commission (the COSO criteria). United Therapeullogporation’s management is responsible for maiintg effective internal control over
financial reporting and for its assessment of fifrecéiveness of internal control over financial oefing. Our responsibility is to express an
opinion on management’s assessment and an opinitimeceffectiveness of the company’s internal adrdver financial reporting based on
our audit.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéug the design and operating effectivenessitefrnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesasuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over firgad reporting includes those policies and proceduhat: (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companysats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management’s assessment that Umiitedapeutics Corporation maintained effectiverima&control over financial
reporting as of December 31, 2006, is fairly stabe@ll material respects, based on the COSOriitélso, in our opinion, United
Therapeutics Corporation maintained, in all matedapects, effective internal control over finaeeporting as of December 31, 2006, b
on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the 2006
consolidated financial statements of United Thentips Corporation and our report dated Februan2P®@y expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP
McLean, Virginia
February 27, 2007
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UNITED THERAPEUTICS CORPORATION
Consolidated Balance Sheets
(In thousands, except share and per share data)

December 31

2006 2005
Assets
Current asset:
Cash and cash equivalel $ 91,061 $ 69,18(C
Marketable investmen 136,682 56,304
Accounts receivable, net of allowance of $1 for@aod $15 for 200 22,453 13,873
Other receivabl 1,581 4,201
Interest receivabl 1,545 733
Due from affiliate 66 179
Prepaid expenst 9,242 6,384
Inventories, ne 12,047 11,2673
Deferred tax asse 2,691 4,611
Other current asse — 29
Total current asse 277,374 166,757
Marketable investmen 36,414 44 863
Marketable investments and c—restrictec 38,988 20,66€
Goodwill, net 7,465 7,465
Other intangible assets, r 3,140 5,487
Property, plant, and equipment, | 34,681 21,802
Investments in affiliate 4,700 8,259
Receivable from employe:! 27 26
Deferred tax asse 66,887 15,10C
Other asset 8,874 988
Total asset. $ 478,55( $ 291,41
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 284z §$§ 3,974
Accounts payable to affiliates and related pai 250 6
Accrued expense 15,265 10,394
Due to affiliates and related parti — 134
Current portion of notes and leases pay. 10 15
Other current liabilitie: 882 —
Total current liabilities 19,25C 14,523
Notes and leases payable, excluding current pa 250,01t 8
Deferred tax liability 1,579 —
Other liabilities 3,100 1,780
Total liabilities 273,944 16,311
Commitments and contingenci
Stockholder’ equity:
Preferred stock, par value $.01, 10,000,000 shard®rized, no shares isstL — —
Series A junior participating preferred stock, palue $.01, 100,000 authorized,
shares issue — —
Common stock, par value $.01, 100,000,000 shatesr@zed, 24,632,153 ar
23,845,004 shares issued at December 31, 2006084 2spectively, and
21,475,078 and 23,318,404 outstanding at Decenihet(®6 and 2005, respectiv 246 239
Additional paic-in capital 408,804 393,46¢
Accumulated other comprehensive inca 1,476 3,593
Treasury stock at cost, 3,157,075 shares and 526}&res at December 31, 2006
2005, respectivel (164,560) (6,874)
Accumulated defici (41,360) (115,32F)
Total stockholder equity 204,60¢ 275,102
Total liabilities and stockholde’ equity $ 478,55( $ 291,41

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

For Years Ended December 31

2006 2005 2004
Revenues
Net product sale $153,44¢ $110,41: $69,53¢
Service sale 6,184 5,241 4,051
License fees 262 —
Total revenue 159,63: 115,91¢ 73,59C

Operating expense
Research and development, including stock optigpsrese totaling
$6.7 million in 2006 and none for the years ende®d05 and 2004,
respectively 57,57(C 36,052 30,713
Selling, general and administrative, including ktoption expense
totaling $14.2 million in 2006 and none for the fgeanded in 2005

and 2004, respective 54,02¢ 24,65t 21,41¢
Impairment of HeartB® trade nam 2,024 — —
Cost of product sale 14,97: 10,24: 6,347
Cost of service sales, including stock option exgeotaling$117,000
2006 and none for the years ended in 2005 and 268@ectively 2,05t 2,075 1,903
Total operating expenses 130,65( 73,02z 60,381
Income from operatior 28,982 42,89z 13,20¢
Other income (expense
Interest incom 10,70C 5,35¢ 2,986
Interest expens (482 (29) 4)
Equity loss in affiliate (491) (754) (785)
Other, net 1,19¢ 53 43
Total other income (expense), net 10,92¢ 4,62¢ 2,240
Net income before income ti 39,90¢ 47,522 15,44¢
Income tax benefit 34,057 17,49/ —
Net income $ 73,965 $ 65,016 $15,44¢
Net income per common sha
Basic $ 321 $ 285 §$ 0.71
Diluted $ 306 $ 258 $ 0.6€
Weighted average number of common shares outsigr
Basic 23,01C 22,82F 21,72€
Diluted 24,13¢ 25,20¢ 23,351

See accompanying notes to consolidated finanassients.
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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
Balance, December 31, 2003 21,836,34: $218 $368,537 $ 1,674 $ (6,874 $(195,790 $ 167,76t
Net income — — — — — 15,44¢ 15,44¢
Foreign currency translation adjustme — — — 48 — — 48
Unrealized gain on available-for-sale securities — — — 955 — — 955
Total other comprehensive income — — — 1,003 — 15,44¢ 16,452
Options issued in exchange for servi — — 329 — — — 329
Exercise of stock optior 526,95¢ 5 7,085 — — — 7,090
Settlement of shares due to sellers of
Medicomp 591,83: 6 (6) — — — —
Balance, December 31, 2004 22,955,12¢ 229 375,94t 2,677 (6,874) (180,34)) 191,63¢
Net income — — — — — 65,01€ 65,01€
Foreign currency translation adjustme — — — (220) — — (220)
Unrealized gain (loss) on available-for-sale
securities — — — 1,136 — — 1,136
Total other comprehensive income — — — 916 — 65,01€ 65,932
Exercise of stock optior 889,87t 10 14,95¢E — — — 14,965
Tax benefit from exercises of non-qualified
stock options — — 1,586 — — — 1,586
Options issued in exchange for services — — 983 — — — 983
Balance, December 31, 2005 23,845,000 239 393,46¢ 3,593 (6,874) (115,32%) 275,10z
Net income — — — — — 73,965 73,965
Foreign currency translation adjustme — — — 336 — — 336
Unrealized (loss) on available-for-sale
securities — — — (2,453) — — (2,453)
Total other comprehensive income — — — (2,117) — 73,965 71,84¢
Exercise of stock optior 787,14¢ 7 14,437 — — — 14,444
Tax benefit from exercises of non-qualified
stock options — — 12,23€ — — — 12,23€
Treasury stock repurchas — — — — (157,68¢) — (157,68¢)
Cost of call spread options, r — — (35,400) — — — (35,400)
Options issued in exchange for services — — 24,06z — — — 24,06z
Balance, December 31, 2006 24,632,15. $246  $408,80¢ $ 1,47€ $(164,560) $ (41,360 $ 204,60¢

See accompanying notes to consolidated financiédsients.

F-6




UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Cash Flows
(In thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cashkigesl by (used in) operating activities:
Depreciation and amortization
Loss on disposals of equipment
Provisions for bad debt and write downs
Stock and options issued in exchange for services
Impairment of intangible asset
Deferred tax benefit
Provisions for inventory obsolescence and write mow
Amortization of premiums and discounts on marketabVestments
Unrealized foreign translation gain (loss)
Equity loss in affiliate
Excess tax benefit from stock-based compensation

Changes in operating assets and liabilities:
Accounts receivable
Interest receivable
Inventories
Prepaid expenses
Other current assets
Other noncurrent assets
Due from affiliate
Accounts payable
Accrued expenses
Due to affiliate and related parties
Other liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, plant and equipment
Proceeds from disposals of property, plant andpegent
Investment in Northern Therapeutics, Inc.
Purchases of held-to-maturity investments
Purchases of available-for-sale investments
Maturities of held-to-maturity investments
Sales of available-for-sale investments

Net cash (used in) investing activities

Cash flows from financing activities:
Proceeds from exercise of stock options
Proceeds from the issuance of Convertible Senidtesymet of issuance costs
Payments to repurchase common stock
Purchase of call spread options, net
Proceeds from excess tax benefits
Payments of principal on notes payable
Principal payments under capital lease obligations

Net cash provided by financing activities
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental schedule of noncash investing andding activities:

Supplemental cash flow information—cash paid foeiest

Cash paid for income taxes

Years Ended December 31

2006 2005 2004
$ 73,965 $ 6501 $ 1544¢
2,713 2,534 2,381
240 58 —
(151) 90 37
24,062 983 329
2,024 — —
(37,047) (18,125 —
407 228 487
(1,249 (120) (105)
336 (220) —

490 754 785
(10,761) — —
(8,869) (220) (3,630)
(812) (234) (38)
(1,006)  (3,461) (385)
(2867 (2377  (1,356)
2,404 (2,534) (1,221)
(15) 203 2,781

112 332 680
(1,089 (2129 1,854
4,892 2,705 2,23C
110 79 1)
3,888 131 521
51,784 43,70 20,77¢
(15,634 (6,117 (5217
— — 821

— — (1,000)
(122,801 (17,009 (37,474
(84,35C) (61,050 —
32,36C — 30,00¢
86,40C 12,90C —
(104,025 (71,276 (12,870
14,445 14,96¢ 7,09C
242,02¢ — —
(157,686 — —
(35,400) — —
10,761 — —
— 77) (750)

(16) (18) (24)
74,12¢ 14,17C 6,31€
21,887 (13,406 14,22«
69,18C 82,58¢ 68,362

$ 91,067 $ 69,180 $ 82,58¢
$ 8 § — $ —
$ 7 $ 29 % 2
$ 304 $ 185 $ —

See accompanying notes to consolidated financgdsients.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements

1. Organization and Business Description

United Therapeutics Corporation (United Therapaiiis a biotechnology company focused on the deweémt and commercialization
of innovative therapeutic products for patientswahronic and life-threatening cardiovascular, earaad infectious diseases. United
Therapeutics was incorporated on June 26, 199@&ruhd laws of the State of Delaware and has t#hafimg wholly-owned subsidiaries:
Lung Rx, Inc. (Lung Rx), Unither Pharmaceuticais;.I|(UPI), Unither Telmed, Ltd. (Unither Telmed dodmerly Unither Telemedicine
Services Corporation), Unither.com, Inc., Unitecefidpeutics Europe, Ltd., Unither Pharma, Inc., Mewip, Inc., Unither
Nutriceuticals, Inc., Lung Rx, Ltd. and Unither Bioh Inc.

United Therapeutics’ lead product is Remod(flirRemodulin was first approved for use on May 21,2@¥ the United States Food ¢
Drug Administration (FDA) as a continuous subcutarginfusion for the treatment of pulmonary artenigpertension (PAH) in patients with
NYHA class I-IV symptoms to diminish symptoms associated wireise. On November 24, 2004, the FDA approvedwanous infusion
of Remodulin, based on data establishing intravefeoequivalence with subcutaneous Remodulin, &iepts who are not able to tolerate a
subcutaneous infusion. On March 21, 2006, the FRgarded its approval of Remodulin to include pasieaquiring transition from Flolan
® | the only other FDA-approved intravenous prostisy@he FDA also agreed that United Therapeutitfillied its Subpart H approval
requirement for a Phase IV post-marketing studyotafirm the clinical benefit of Remodulin. In addit to the United States, Remodulin is
approved for subcutaneous infusion in most of Eey@anada, Israel, Australia and several countri€&outh America. It is also approved
intravenous infusion in Canada, Israel, Mexico,&rtna and Peru. Other international applicatiamgie approval of Remodulin are
pending.

United Therapeutics has generated pharmaceuticahues from sales of Remodulin and arginine pradincthe United States, Europe
and Asia. In addition, United Therapeutics has geee non-pharmaceutical revenues from telemedimioducts and services in the United
States.

2. Summary of Significant Accounting Policies
Principles of Consolidation
The consolidated financial statements include ithenttial statements of United Therapeutics Corpamaind its wholly-owned
subsidiaries. All significant intercompany balanees transactions are eliminated in consolidation.

Cash Equivalents

Cash equivalents consist of highly liquid investisamith original maturities of three months or leSash equivalents consist of money
market funds, commercial paper, and certificatedepiosit and amounted to approximately $91.1 miliad $69.2 million at December 31,
2006 and 2005, respectively. Approximately $1.9iarilat December 31, 2006 and 2005, was held gn& las a compensating balance in
order to reduce fees charged by the bank. Howéwergreement with the bank does not restrict dniteerapeuticsability to withdraw suc
balances.




UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

Inventories

United Therapeutics manufactures certain compouwatd) as treprostinil, and purchases advancedrietiate compounds for its
manufacturing process and medical supplies, sudelagery devices, for use in its product sales amgoing clinical trials. United
Therapeutics subcontracts the manufacture of aard@nitoring equipment. United Therapeutics congragth third-party manufacturers to
make arginine-based products, and for the formaradi Remodulin and for clinical trial materialsiohaled and oral formulations of
treprostinil. Inventories are accounted for undherfirst-in, first-out method and are carried & kbwer of cost or market.

In October 2006, United Therapeutics began thelatbtn process for regulatory approval of its nalokratory facility in Silver Spring,
Maryland, for commercial production of treprostihiised compounds - the active ingredients used bylnited Therapeutics’ PAH drugs.
United Therapeutics has changed its manufactuniaggss for the new facility. Due to the expectattoat the oral formulation of treprostinil
currently in clinical trials will have a much highdemand for commercial drug substance than thelédhand infused formulations, United
Therapeutics will begin by first producing trepintdiethanolamine, the active ingredient for tival therapy, first and then converting that
substance to treprostinil, the active ingredientli@ inhaled and infusion therapies .

At December 31, 2006 and 2005, inventories corsistéhe following, net of reserves of approximgt®#40,000 and $570,000,
respectively (in thousands):

December 31

2006 2005

Remodulin:
Raw materials $ 149 $ 814
Work in progres: 7,807 7,582
Finished good 3,355 2,052
Remodulin delivery pumps and medical supp 661 673
Cardiac monitoring equipment compone 38 59
Arginine related product lines 37 83
Total inventories $12,047 $11,265

Property, Plant and Equipment

Property, plant and equipment are stated at cagirdziation of assets placed in service is compuséty the straight-line method over
the estimated useful lives of the assets. Estimagetll lives of the assets are as follows:

Buildings 39 Years
Building improvement: 15-39 Years
Furniture, equipment and vehic 3-15 Years
Holter and event cardiac monitoring
systems 3-7 Years
Leasehold improvemen Life of the lease or asset, whichever is shc
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

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

December 31

2006 2005

Land $ 9,78¢ $ 6,07¢
Buildings, building improvements and leasehold iay@ments 13,023 10,941
Buildings under constructic 4,363 413
Holter and event cardiac monitoring syste 3,540 4,002
Furniture, equipment and vehicle 13,23C 7,999

43,945 29,431
Less—accumulated depreciation (9,264) (7,629
Property, plant and equipment, net $34,681 $21,80z

Depreciation expense for the years ended Decenih@086, 2005 and 2004, was approximately $2.4anill$2.1 million, and $1.9
million, respectively.

The laboratory facility in Silver Spring, Marylameas completed in May 2006. It was financed throaglynthetic operating lease with
Wachovia Development Corporation. This project amdelated financing are discussed in Note 9.

In June 2006, United Therapeutics purchased 54 afdand in Research Triangle Park, North Carglfaaapproximately $3.2 million
which will be used to build a new approximately ZID square foot office and manufacturing facilithe manufacturing facility will
formulate oral treprostinil and future glycobiologmgtiviral compounds, and the office will be usgdumited Therapeutics’ clinical
development and Remodulin commercialization staffently occupying leased space in the area. Urfitestapeutics anticipates that the
building project will begin in early 2007 with cemt estimated cost of approximately $100.0 millihis building project is expected to be
funded from working capital and could take up to tyears to complete. In May 2006, United Therapgsyturchased land and a building
adjacent to its Silver Spring, Maryland, headquarter approximately $1.8 million. In January 20Whited Therapeutics paid $5.5 million
purchase a building adjacent to its leased Wastimdp.C. office. In addition, United Therapeutioteinds to begin construction on a new
combination office and laboratory building whichlivgionnect to its current laboratory facility inh&r Spring, Maryland. Construction of this
facility should commence in mid-to-late of 2007.€b ongoing design work, cost estimates are naitahle, but are not expected to exceed
$100 million. United Therapeutics anticipates that construction of this facility will be financéldough a synthetic operating lease.

Research and Development

Research and product development costs are expaasadurred. Research and development expenssisicprimarily of salaries and
related expenses, costs to acquire pharmaceutmadligts and product rights for development, andumtsopaid to contract research
organizations, hospitals and laboratories for ttowigion of services and materials for drug devedept and clinical trials. Acquired in-
process research and development is expensedhifdkgical feasibility has not been demonstratedithere is no alternative use for the in-
process technology.

Costs incurred in obtaining the license rightseithhology in the research and development stagéhahtiave no alternative future uses
are expensed as incurred and in accordance witkpthafic contractual terms of the applicable Iseagreements.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

Income Taxes

Income taxes are accounted for in accordance vithiSSNo. 109 Accounting for Income Taxe&Jnder the asset and liability method of
SFAS No. 109, deferred tax assets and liabilittesdetermined based on the differences betweeimidugcial reporting and the tax bases of
assets and liabilities and are measured usingathmates and laws that are expected to apply tbtaxncome in the years in which those
temporary differences are expected to be recovaredttled. The effect of a change in tax ratedaferred taxes is recognized as either a
change in the valuation allowance or in incomehmperiod that includes the enactment date. Valnatilowances are provided against
deferred tax assets, including those arising fretoperating loss carry forwards, if it is antidgzhthat some or the entire asset may not be
realized through future taxable income. United &peutics assesses quarterly the likelihood thati¢ferred tax assets will be recovered f
future taxable income and to the extent it belighes recovery is not likely, it establishes a \adion allowance. To the extent that United
Therapeutics establishes a valuation allowancéanges to the valuation allowance occur in a gp@niod, an income tax expense or benefit
(i.e. reduction of expense) may be recognizedénstatement of operations. For the years endednilere31, 2006 and 2005, United
Therapeutics released a portion of the valuatimwaince on the remaining deferred tax assets. $&= Nfor further information.

In connection with the implementation of SFAS 128@R January 1, 2006, United Therapeutics adoptedatx law approach for
determining the order in which deductions, carmyfards and business credits are realized. Consisidnthe tax law approach, United
Therapeutics recorded increases to additional paddpital of approximately $12.2 million, of whietpproximately $10.8 million related to
the realization of the tax benefit associated withexercises of stock options in 2006, approxilmag88,000 related to the use of state net
operating losses attributable to stock option dedos.

Marketable Investments

Approximately $162.1 million and $72.8 million ohiled Therapeutics’ marketable investments wereidened held-to-maturity
securities at December 31, 2006 and 2005, respdctideld-to-maturity securities are those seasitivhich United Therapeutics has the
ability and intent to hold until maturity and aexorded at amortized cost, adjusted for the anaditiz or accretion of premiums or discounts.
Premiums and discounts are amortized or accretedtbe life of the related held-to-maturity sequds an adjustment to yield using the
effective interest method. United Therapeutics rwogiits investment portfolio for impairment on eripdic basis. In the event that the
carrying value of an investment exceeds its fdin@and the decline in value is determined to bemthan-temporary, United Therapeutics
records an impairment charge and establishes aastbasis for the investment at its then curraintfalue. In order to determine whether a
decline in value is other-than-temporary, Unite@Bipeutics evaluates, among other factors: thdidorand extent to which the fair value
has been less than the carrying value; the finhooradition of and business outlook for the compangiuding key operational and cash flow
metrics, current market conditions and future teeimthe company’s industry; the companyélative competitive position within the indus
and United Therapeutics’ intent and ability to inetéie investment for a period of time sufficieatailow for any anticipated recovery in fair
value. Declines in market values below amortizest thrat are considered other-than-temporary am@rteghin the statement of operations as
losses.

Approximately $46.3 million and $48.4 million of iled Therapeutics’ marketable investments wereidensd available-for-sale
securities at December 31, 2006 and 2005, respdctifkvailable-for-sale securities are those se@siwhich United Therapeutics neither
intends to hold until maturity nor intends
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

to sell in the near term. Available-for-sale setesiare recorded at their fair values. Changéaiirvalues are excluded from earnings and
reported in other comprehensive income. United dpeutics’ available-for-sale-securities are auctaie debt securities which have long
term maturities; however, their interest ratestrapproximately every 7—28 days through a re-anatig process. Since the interest rates are
generally reflective of current market conditiotig fair value of these securities typically apjpmetes cost.

Goodwill and Other Intangible Assets

Goodwill represents the excess of purchase prideelated costs over the value assigned to th&angtble and intangible assets of the
business acquired. Other intangible assets regutiim business acquired relate to covenants noditgpete, employment agreements,
technology, patents, and trade names and werentiatat on the basis of independent valuations. Therantangibles are being amortized
over three to eighteen years, consistent withaéhmag of the underlying agreements.

Goodwill is tested for impairment in October of Baear. Intangible assets subject to amortizatierreviewed for impairment whene'
events or changes in circumstances indicate tleatdtrying amount of an asset may not be recowerdbe measurement of possible
impairment is based primarily on the ability tooeer the balance of the goodwill and other intatggéssets from expected future operating
cash flows on an undiscounted basis. Impairmesek$or other intangible assets are recognized whpeacted future cash flows are
estimated to be less than the asset’s carryingviiumanagement’s opinion, no impairment exisBedember 31, 2006.

Goodwill and other intangible assets were compraetbllows (in thousands):

As of December 31, 200 As of December 31, 200
Accumulated Accumulated
Gross  Amortization Net Gross  Amortization Net

Goodwill $7,46E $ — $7,46E $7,46E 3 —  $7,46F
Intangible asset:

Trademarks — — — 2,80z (1,230 1,572

Technology and patents 6,164 (3,029 3,14C 6,164 (2,249 3,91F

Total intangible assets $6,164 $(3,029) $3,14C $8,96€ $(3,479 $5,487

Total amortization expense for the years ended mbee 31, 2006, 2005 and 2004, was approximately $8®, $479,000 and
$479,000, respectively. The weighted average amatioin period for the non-fully amortized technoland patents intangibles is
approximately 17 years. The intangible asset reltigatents for arginine has a remaining amoitingteriod of approximately 12 years a:
December 31, 2006. As of December 31, 2006, thesgate amortization expense related to these iittnassets for each of the five
succeeding years is estimated as follows (in thuisa

Years ending December 31

2007 $276
2008 276
2009 276
2010 276
2011 276
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

On January 19, 2006, United Therapeutics decidelistmntinue the sales, marketing and productiatsdfieartBar line of products,
which are arginine-enriched dietary supplementsg décision to discontinue HeartBar is not meairnmact other aspects of United
Therapeutics’ arginine line of business, which el sales of non-HeartBar arginine products amhéimg royalties from third parties selling
arginine based products. In connection with thégaolintinuance, United Therapeutics recognized acash-impairment charge totaling
approximately $2.0 million from the write-off ofétHeartBar trademarks.

Investments in Affiliates

The investments in affiliates represent United @peutics’ investments in Northern Therapeutics, &mzl ViRexx Medical Corp.
(formerly AltaRex Medical Corp.). The investmentNiorthern Therapeutics is being accounted for eretijuity method of accounting which
requires United Therapeutics to report its shathefaffiliates’ net losses or profits in its fimda statements, but does not require that assets.
liabilities, revenues and expenses of the affiidte consolidated with United Therapeutics’ comlstiéid financial statements. United
Therapeutics owns approximately 68% of Northernrdipeutics, but only holds 49.9% of the voting shafide equity method is used
because the minority shareholders of Northern Tertics possess substantive participating rightiefined by EITF Issue No. 96-16,
Investors Accounting for an Investee when the bovésas a Majority of the Voting Interest but théndrity Shareholders or Shareholde
Have Certain Approval or Veto Rigt.

The investment in ViRexx is being accounted foaasvailable-for-sale security as ViRexx is a paipltraded company. Available-for-
sale securities are reported at their fair valbased on quoted market prices, in the balance.gbbanhges in their fair values are reported as
other comprehensive income or loss. Declines inesthat are considered other-than-temporary amtel as losses in the statement of
operations. United Therapeutics owns approximate?9so of ViRexx.

At December 31, 2006 and 2005, the investment ReXk’'s common stock was reported at its fair maviedtie of approximately $3.1
million and $6.2 million, respectively, and is ddged within investments in affiliates on the cohlidated balance sheet. The unrealized g¢
December 31, 2006 and 2005, was approximately $60&nd $3.7 million, respectively.

As part of the AltaRex Corp. merger and reorgaionatvith Nova Bancorp Investments Ltd. in Februa@®p4, United Therapeutics
received approximately 913,000 shares of Twin BHtiergy Ltd, (Twin Butte) a newly formed companwviii Butte was not an operating
entity and did not retain any substantial assetsa fesult, United Therapeutics did not transfgrafrits cost basis in AltaRex Corp. to Twin
Butte. In 2006, as the result of a series of equiiyes and acquisitions, the latest of which wesvarse takeover with a publicly traded
company, Twin Buttes stock is now traded on the Toronto Stock ExchaAgef December 31, 2006, United Therapeutics oess than 19
of Twin Butte. United Therapeutics accounts fostimvestment as an available-for-sale security.faéivevalue of the investment was
approximately $612,000 at December 31, 2006, baseflioted market prices. These changes in fair enaedue were reported as other
comprehensive income or loss. The investment wrded as a marketable investment on the consalidatiance sheet.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalaot®unts receivables, accounts payable, and acexpathses, approximate fair value
due to their short maturities. The carrying valtienarketable
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investments and notes payable approximated ity&hire based on quoted market prices. The fairegatd leases payable approximate their
carrying values based on notes that are currendlijadble to United Therapeutics for obligationshwaimilar terms and maturities.

Earnings per Common Shar

Basic earnings per common share are computed Iirtivnet income or by the weighted average nurobshares of common stock
outstanding during the respective periods. Dillgachings per common share is computed by dividetgntome by the weighted average
number of shares of common stock outstanding duhiegeriod plus share issuable upon the exertisatstanding stock options and
warrants using the treasury stock method.

At December 31, 2006, the holders of the compongfritssic and dilutive earnings per share are lkafe (in thousands, except per
share amounts):

Years ended December 3.

2006 2005 2004

Net income (Numeratol $73,965 $65,01€ $15,44¢
Shares (Denominator

Weighted average outstanding shares for basic 23,01C 22,82t 21,72¢€

0.50% Senior Convertible No — — —

Dilutive effect of stock options 1,128 2,381 1,625

Adjusted weighted average shares for diluted EPS 24,13¢€ 25,20¢€ 23,351
Earnings per shal

Basic $ 321 $ 28t $ 0.71

Diluted $ 306 $ 258 $ 0.66

At December 31, 2006, 2005 and 2004 approximat@yniillion, 2.0 million and 18.8 million sharesspectively, representing the
weighted average number of shares underlying siptikns and warrants, are considered anti-dilubtieeause the exercise price of these
equity awards is greater than the average per sta@simg price during the year and are not considién the diluted earnings per share
calculation.
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Use of Estimates

The preparation of financial statements in conféymiith generally accepted accounting principleguises management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuir@atingent assets and liabilities at the date
of the financial statements. Estimates also atfeztreported amounts of revenue and expenses dhemgporting period. Actual results cc
differ from those estimates.

Stock Option Plan

Effective January 1, 2006, United Therapeutics sstbhe fair value recognition provisions of SFA8. 23 (revised 2004%hare-
Based Paymer(“SFAS 123R"), using the modified prospective tiéina method and therefore has not restated refrlfgrior periods.
Under this transition method, stock-based comp@rsakpense in fiscal year 2006 included stock-thasenpensation expense for all share-
based payment awards granted prior to, but notgsted as of, January 1, 2006, based on the gadatfair value estimated in accordance
with the original provisions of SFAS No. 128¢counting for Stock-Based Compensafit8FAS 123"). Stock-based compensation expense
for all share-based payment awards granted afteraig 1, 2006 is based on the grant-date fair vadtienated in accordance with the
provisions of SFAS 123R. United Therapeutics rectegthese compensation costs on a straight-lisis o&er the requisite service period of
the award, which is generally the option vestirgitef three years. For awards that contain a pexdnice condition, United Therapeutics
recognizes compensation costs on an acceleraténititn model. United Therapeutics accounts farigginstruments issued to consultants
in accordance with SFAS No. 123 and EITF Issue®$e18,Accounting for Equity Instruments that are Issug@®ther than Employees for
Acquiring, or in Conjunction with Selling Goods ®ervices. Prior to the adoption of SFAS 123R, United Ther#jts recognized stodbase!
compensation expense in accordance with Accoumtiimgiples Board (“APB”) Opinion No. 28 ccounting for Stock Issued to Employees
(“APB 25”). In March 2005, the Securities and Exepa Commission (the “SEC”) issued Staff Accountihgdletin No. 107 (“SAB 107")
regarding the SEC's interpretation of SFAS 123R thedvaluation of share-based payments for publisganies. United Therapeutics has
applied the provisions of SAB 107 in its adoptidrB&AS 123R.

In November 2005, the Financial Accounting Standd@dard (“FASB”) issued FASB Staff Position (“FSM®. FAS 123(R)-3,
Transition Election Related to Accounting for TdfeEts of Share-Based Payment AwdfeSP 123R-3").United Therapeutics has electe:
adopt the alternative transition method providethinFSP 123R-3 for calculating the tax effectstotk-based compensation pursuant to
SFAS 123R. The alternative transition method inetisimplified methods to establish the beginnirigrizze of the additional paid-in capital
pool (“APIC pool”) related to the tax effects of ployee stockhased compensation, and to determine the subseiqugantt on the APIC poc
and consolidated statements of cash flows of theffacts of employee stock-based compensationdsathat are outstanding upon adoption
of SFAS 123R. See Note 6 to the consolidated filmdstatements for a further discussion of stockeldacompensation.
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Revenues
Revenues are recognized in the financial statenwetyswhen considered realizable and earned.

Product sales of Remodulin are recognized whenakeld to distributors, which are United Therapetititistomers for Remodulin.
Product sales of Remodulin delivery pumps andedlatpplies are recognized when delivered to Higrs on a gross basis in accordance
with EITF Issue No. 99-1Reporting Revenue Gross as a Principal versus Bl@nsAgent Title to these products passes upon delivery.
Prompt payment discounts and government rebatesstineated and recognized as reductions in reviamibe same period that revenues are
recognized. Return policies provide that produat tias expired or become damaged in shipment magpteced, but not returned.

United Therapeutics records Remodulin and relatedyzt sales net of the following significant catggs of product sales allowances:
prompt payment discounts; Medicaid discounts; @ faid to distributors. Calculating each of thesas involves significant estimates and
judgments and requirdUnited Therapeutics to use information from extesmarces.

Prompt payment discounts—United Therapeutics offerdistributors a 2% prompt-pay cash discourdragcentive to remit payment
within the first thirty days after the date of tiloice. Prompt-pay discount calculations are basethe gross amount of each invoice. These
discounts are accounted for by reducing sales &@¥ discount amount when product is sold, andyaipglearned cash discounts at the time
of payment. United Therapeutics’ customers havémely taken advantage of this discount. Basedanroon industry practices and on
distributors’overall payment history, United Therapeutics acgiffoe cash discounts on all Remodulin product sadesrded during the peri
unless information is available, such as an oudtgninvoice, which would indicate that the invoigdl not be paid within the discount
period. United Therapeutics adjusts the accruetfiect actual experience as necessary and, asli, the actual amount recognized in any
period may be slightly different from the accruaicunt.

Medicaid discounts—United Therapeutics recordsuadsifor rebates to be provided through governnmeakmate programs, such as the
Medicaid Drug Rebate Program, as a reduction efssahen product is sold. These reductions are b@aséiktorical rebate amounts and
trends of sales eligible for these governmentaljanms for a period, as well as any expected chaoghe trends of its total product sales. In
addition, United Therapeutics estimates the expeatét rebate amounts to be used and adjusts tia¢eraccruals based on the expected
changes in rebate pricing. Rebate amounts are glgnewoiced and paid a quarter in arrears, softtih@accrual consists of an estimate of the
amount expected to be incurred for the currenttquaractivity, and an estimated accrual for pgaarters’ unpaid rebates.

Fees paid to a distributors—United Therapeuticspay of its distributors fees for services thaythender on its behalf. These fees are
recorded as a reduction to revenue. Fees to distribare accrued monthly and are estimated basedmdractual rates for specific services
applied to estimated units of service providedh®ydistributors for the period.

Service sales from cardiac monitoring analysisisesvare recognized when the services are performed
Product sales of cardiac monitoring systems aregrdzed when delivered to customers and installed.

Product sales from the L-arginine related prodaotsrecognized when delivered to customers. Iptieeucts are consigned, sales are
recognized in the period that the consignee haktkel product. Product sales are recorded netmfahces for estimated returns and rebates.
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License fees, derived from an agreement with a tharty, are recognized when received. The agreepnewvided the third party with a
one-year exclusivity period in which to perform diikgence with respect to certain property rigttsitrolled by United Therapeutics. During
the period, the third party could terminate theeagnent at any time and subsequent installmentsdwaulonger be due. United Therapeutics
had no substantial performance obligations dutiregpieriod of the agreement except to agree natdnde the rights to other parties. In
January 2006, the third party terminated the ages¢m

Trade Receivables

Trade receivables that are deemed collectible aldavheld until payment is received are repoiitethe consolidated balance sheets at
the outstanding amounts less an allowance for digudtcounts. United Therapeutics writes off unectible receivables when the likelihood
of collection is remote.

Other Receivables
Other receivables consist primarily of recoverabiport duties on shipments of Remodulin to othartdes and for December 31,
2005, construction costs that will be reimbursedNigchovia as discussed in Note 9.

Treasury Stock

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

Employee Health Insurance

On July 1, 2006, United Therapeutics moved to kg fobured group health plan. United Therapeutcstill responsible for funding
trailing claims for up to one year from the sel§umed plan that ended June 30, 2006. United Thetigpanaintains a commercial insurance
policy for claims liabilities exceeding these limitiabilities of approximately $6,000 and $638,@@@ecember 31, 2006 and 2005,
respectively, have been established for known daind an estimated amount for claims incurred buyet reported. These amounts are
reported as accrued expenses in the accompanyisglidated balance sheets.

Advertising Costs
Advertising costs are expensed when incurred. Athieg costs expensed during the years ended Demredilh 2006, 2005 and 2004,
were approximately $630,000, $31,000 and $174 @&pectively.

Concentrations of Credit Risk, Suppliers, ProducBevenues and Customers

Financial instruments, which potentially subjectitdd Therapeutics to credit risk, consist primadfycash, money market funds,
commercial paper, marketable investments, and teckivables. United Therapeutics maintains itk easl money market funds with major
financial institutions. The amounts deposited wiitbse institutions exceed the Federal Deposit #mag Corporation insurance limits. United
Therapeutics has not experienced any losses onbsunthaccounts. United Therapeutics’ commerciakpapd marketable investments have
been issued by corporate, state and local governagemcies with high credit ratings and by fedgrsfionsored agencies.
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If these financial institutions, issuing companiesleral agencies or customers failed to perfomir tbbligations under the terms of these
financial instruments, the maximum amount of lessutting from these credit risks would be approxetyaequal to the amounts reported in
the consolidated balance sheets for cash and casratents, marketable investments, accounts rabévand interest receivable.

United Therapeutics currently relies on a singlepdier for stability studies on Remodulin, the fadation of oral treprostinil and Vivet
and to analyze other products. Additionally, Reniodig formulated and packaged by a single formarla@lthough there is a limited number
of companies that could replace these supplierdetTherapeutics believes that other suppliersédcprovide similar services and materials.
A change in suppliers, however, could cause a daldistribution of Remodulin and in the conductcthical trials and commercial launch
for products in development, which would adversdfect United Therapeutics’ research and developriorts and future sales efforts.

During the year ended December 31, 2006, Remodulig sales accounted for approximately 96% of tea¢nues. Upon FDA
approval in 2002, United Therapeutics was requingthe FDA to perform a post-marketing Phase IYiichl study to confirm the clinical
benefits of Remodulin. In March 2006, based orréseilts of the interim analysis of the Phase I§ltthe FDA concluded that United
Therapeutics had satisfied its obligation to perféhe Phase IV clinical study.

The majority of Remodulin drug sales were madenddd States distributors. In the United StatestddnTherapeutics has contracted
with three distributors which purchase and mark&mhBdulin. There are several other qualified distobs that could market Remodulin, if an
existing distributor ceased to market Remodulithéfse distributor agreements expire or are tetimihainder certain conditions, United
Therapeutics may have to repurchase unsold Renmoidwientory held by the distributors.

United Therapeutics relies solely on one manufectier make its cardiac monitoring devices. Althotiggre are a limited number of
companies that could replace this supplier, Uniltedrapeutics believes that other suppliers couddtige similar services and materials. A
change in supplier, however, could cause a del#yemanufacture and distribution of cardiac maimtpdevices which would adversely
affect United Therapeutics’ sales efforts.

In 2006, 2005 and 2004, approximately 89%, 90%8&i#¥d of United Therapeutics’ Remodulin revenuegeetvely, were earned from
customers located in the United States. Foreigamees were derived from several countries mairdgtkd in Europe. Virtually all of United
Therapeutics’ long-lived assets are located inthitged States. At December 31, 2006 and 2005, tracksvables were due primarily from
two customers in the pharmaceutical segment.

United Therapeutics earned over 78% of its conatdid revenues from two customers in the pharmaadstegment. Gross revenues
from such customers totaled as follows (in thousgnd

Years Ended December 31

2006 2005 2004
Accredo Therapeutics $101,58¢ $75,317 $41,771
CuraScripts $ 27,431 $24,00¢ $17,69¢
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3. Related Party Transactions
Receivable from Employees

At December 31, 2006 and 2005, United Therapehtcsapproximately $38,000 and $26,000, respectiueiynterest and non-interest
bearing advances due from employees. The advaneetaasified as receivable from employees in tresolidated balance sheets.

Marketing and Consulting Agreements

In February 2003, United Therapeutics enteredantagreement for the development, hosting and erantce of its website
www.Remodulin.com with The Medical Learning Compalmg., a company controlled by Raymond Kurzwethons one of three non-
independent directors on United Therapeutics’ egrson Board of Directors. The Medical Learningr@any, Inc., is a joint venture with
the American Board of Family Practice, the secanddst medical specialty board in the United Stated has extensive experience in the
design, development and maintenance of Internegebdormation resources for physicians. Pursuattis Agreement, United Therapeutics
paid The Medical Learning Company an initial payt&r$29,000 and agreed to pay a continuing payroe$2,000 per month for posting
new information to and maintenance of the webgitdlay 2005, this agreement was terminated. In 22065 and 2004, United Therapeu
incurred approximately none, $16,000, and $22,008xpenses, respectively, under this agreement.

In September 2002, United Therapeutics enteredaitiézhnical services agreement with Kurzweil Tedbgies, Inc. (KTI), a company
controlled by Raymond Kurzweil. Pursuant to thiseggnent, United Therapeutics paid KTI $40,000 migrfttr consulting fees, additional
sums for preapproved patent work, and up to $10608thly for reimbursement of expenses for certelamedicine technology development
services. In addition, United Therapeutics agregobty KTl a 5% royalty on certain sales of produetssonably attributed to and dependent
upon technology developed by KTl under the techHrgeavices agreement and which are covered by slaiman issued and unexpired United
States patent(s). The agreement was terminateuelyatrties as of December 31, 2006. During thesyetaded December 31, 2006, 2005 and
2004, United Therapeutics incurred approximatel§85600, $541,000, and $520,000, respectively, @ nd expenses related to this
agreement, of which approximately none and $134y@&@ payable to KTl at December 31, 2006 and 2G8fectively.

In 2002, United Therapeutics entered into a coimgulgreement with a company affiliated with Raymhé&urzweil with a total value of
$15,000. United Therapeutics paid a total of n&i&,000, and $15,000 under these agreements dbhengars ended December 31, 2006,
2005 and 2004, respectively.

4. License Agreements
Glaxo Wellcome Assignment

In January 1997, Glaxo Wellcome, Inc. (now GlaxaBiiine PLC) assigned to United Therapeutics patenid patent applications for
the use of the stable prostacyclin analog UT-15v(known as Remodulin) for the treatment of PAH andgestive heart failure. Glaxo
Wellcome has a right to negotiate a license fronmtddinTherapeutics if United Therapeutics deciddicemse any part of the marketing rights
to a third party. Under the agreement, Glaxo Wetleds entitled to certain royalties on sales exitepd specified threshold from United
Therapeutics for a period of ten years from the d@éthe first commercial sale of any product caomitey Remodulin. If United Therapeutics
grants to a third
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party any license to Remodulin, Glaxo Wellcomel$® &ntitled to a percentage of all consideratiaygble to United Therapeutics by such
licensee. United Therapeutics is responsible iguatknt prosecution and maintenance for Remodulin.

Pharmacia License

In December 1996, the Pharmacia & Upjohn Companw(Rfizer, Inc.) exclusively licensed to United Tégeutics patents and a patent
application for the composition and production girastacyclin analog. The Pharmacia agreementnejunilestone payments of up to
$325,000 for orphan indications of a prostacyctialag manufactured by utilizing technology licen§ean Pharmacia and royalties between
2.5% (in the United States) and 5% (in certain otoeintries) of all net sales, subject to certdfeats, until the later of the expiration of the
applicable patent or ten years after the dateefitht commercial sale of a product in a countfirted as a milestone country under the
agreement. In October 2002, United TherapeuticsPdratmacia amended the license agreement to cliamgeyalties to Pharmacia to 4%
annual net sales of Remodulin in excess of $25lomi This 4% royalty is subject to a 50% reduntior royalties due to other parties. Un
the amended license agreement, Pharmacia is drititkhese royalties from United Therapeutics fpedod of ten years from date of the fi
commercial sale in the applicable country of argdpict containing Remodulin.

Medtronic MiniMed

United Therapeutics entered into an agreementMatitronic MiniMed (MiniMed) in September 1997 tolledorate in the design,
development, and implementation of therapies @t tPAH and peripheral vascular disease utilizingiMed products with subcutaneous
Remodulin. The term of the agreement was for sgeans following the May 2002 FDA approval of Remiiand would automatically
extend for additional 12-month periods unless otfig® terminated. The guidelines implementing theeagent provided that United
Therapeutics and its distributors would from tirodiine purchase subcutaneous infusion pumps angliesfrom MiniMed at a discount off
of MiniMed’s list prices. In the event that theme any discoveries or improvements arising out efkperformed under the agreement, the
parties will have joint ownership of those discoesror improvements.

In May 2006, MiniMed advised United Therapeuticatti intended to discontinue making infusion purfgrssubcutaneous delivery of
Remodulin after first giving United Therapeuticslars distributors the opportunity to purchase dmbguantities. In November 2006, United
Therapeutics and MiniMed mutually entered intoranieation agreement. United Therapeutics anticgpatatinuing to purchase Medtronic
MiniMed pumps and associated supplies and resefiage products to several of its foreign distist although the distributors are free to
purchase products for other vendors. Approxima#d7,000, $397,000 and $1.7 million of revenuesvearned from the resale of MiniM
pumps and supplies in 2006, 2005 and 2004, respdcti
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Toray Industries Licenses

In June 2000, United Therapeutics entered intogaeeanent with Toray Industries, Inc. obtaining éxelusive right to develop and
market sustained release formulations of beragbesaprost SR) in the United States and Canaddéaireatment of all vascular indications
(including cardiovascular indications). In exchangaited Therapeutics paid Toray Industries $1.0ioniin cash and issued 200,000 shares
of common stock valued at approximately $18.8 onilliln addition, United Therapeutics agreed to gfamay Industries an option to
purchase 500,000 shares of common stock upon Todangtries’ adequate documentation of sustaineshseld beraprost in humans and its
delivery of clinical trial material with an exereiprice based on the average of closing marke¢pdaring the month preceding delivery of
clinical trial material. Such documentation anddrly have not yet occurred. Beraprost SR is ctlyén Phase 11l testing in Japan by Toray
Industries.

Supernus Pharmaceutical License

In June 2006, United Therapeutics entered intoxatusive license agreement with Supernus Pharmiaedsjtinc. (Supernus) for use of
certain technologies developed by Supernus indhradlation of United Therapeuticsustained release oral treprostinil. Under theegent
in return for the license, United Therapeutics wdly Supernus certain amounts upon the achievemhspecified milestones based on the
development of oral treprostinil and its commer@ainch. In addition, the agreement provides thaitdd Therapeutics will pay a royalty to
Supernus based on net worldwide sales of the lipitaduct. Any such royalty will be paid for appiorately twelve years commencing with
the first product sale and is subject to adjustsiastspecified in the agreement. Additional milestpayments and royalty payments may be
due for the development and the commercializatfastlrer products developed using the technologptgrdiin this license.

Northern Therapeutics Licenses

On October 15, 2006, Lung Rx entered into an exgduicense agreement with Northern Therapeutiashtain the developmental and
commercial rights to Northern Therapeutics’ celb&a gene transfer technology for the United Stadgagment of PAH. Under the terms of
the agreement, Lung Rx would assume the developauginities of this technology upon the success@uhpletion of the current Phase | trial
being conducted by Northern Therapeutics in Can@H&CeT. In addition, Lung Rx will pay Northern Thapeutics certain milestone
payments during the PHACeT trial, totaling approaiety $1.5 million, if the trial is successful. Thiest milestone payment of $250,000 was
paid upon the execution of the licensing agreenémt. second milestone payment of $250,000 wasygad the enrollment of the first
patient. Upon successful commercial launch of @pecbusing this technology, royalties would be tudlorthern Therapeutics at various
rates from 5% to 10% depending on sales level. §hates may be reduced for royalty payments madetfier licenses implicated by the
development or used in the commercial product anddrtain other reasons, but in no event willrthyalty rate be less than 3%.

Stanford University and New York Medical College

Unither Pharma, Inc. has exclusively licensed pateglated to arginine-based dietary supplemengait@nce the level of naturally
occurring nitric oxide in the vascular system fr8tanford University and New York Medical Collegénellicenses cover worldwide
territories and are valid for the life of the pdterin return, Unither Pharma, Inc. has agreedatorpyalties equal to 1% of net sales of amino
acid
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based products to each licensor respectively, sutjeeductions. Minimum annual royalties of $1MG@re due to each licensor.

Third-Party License

In March 2005, United Therapeutics entered intagmeement providing a third party with a one-yealusivity period in which to
perform due diligence with respect to certain ghiotogy intellectual property rights controlled biited Therapeutics, in exchange for
approximately $325,000. The fee was payable iraimsents over the one-year period. Amounts paidnied Therapeutics by the licensee
during the twelve months ended December 31, 20@6s wonrefundable and were recognized as revenuks periods in which they were
received. At any time during the one-year peribd,third party had the right to enter into negadiazg with United Therapeutics to acquire an
exclusive license to commercialize products undehsntellectual property rights for a field of usetside of United Therapeutics’ core
therapeutic areas. In January 2006, the third partginated the agreement.

5. Commitments
Oxford University

UPI agreed to fund research conducted by the Usityeof Oxford to develop analogs of the antivicampounds licensed from Synergy
Pharmaceuticals. The research agreement providgzhfonents of up to approximately $1.1 million oo years and had an initial term
expiring in September 2002 and was renewed ungitedeber 2006. Under the agreement, UPI is requiréand the research and pay to the
University of Oxford milestone payments for sucéahs completed clinical trials, and a royalty edjt@a percentage of net sales that UPI
earns from discoveries and products developedéythiversity of Oxford. The milestone payments emyghlties are subject to reduction
depending upon third-party contributions to invens and/or third-party licenses necessary to dpveloducts. On October 1, 2006, the
research agreement was extended through Septef@20BL, with United Therapeutics obligated to mé@equal monthly payments
totaling approximately £1.9 million, or approximigt§3.7 million, based on December 31, 2006 exchaates.

Milestone and Royalty Payments

United Therapeutics has licensed certain produota bther companies under license agreements deddn Note 4. These agreements
generally include milestone payments to be paithsh by United Therapeutics upon the achievemetertdin product development and
commercialization goals set forth in each licergpeament.

Total milestone payments under these license agnetsnare expected based on estimates of the tamidguccess of the development
and commercialization of products covered by tfeggeements to come due approximately as followth@osands):

Years ending December 31

2007 $2,17C
2008 3,52C
2009 1,57C
2010 20
2011 and thereaft 3,765
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Additionally, certain agreements described in Nbtequire United Therapeutics to pay royalties. fidyalties are generally based on a
percentage of net sales or other product fees @dynenited Therapeutics. Royalties will become dinen sales are generated and will re
from 1.0% to 12.0% of net product revenues as ddfin the respective agreements.

6. Stockholders’ Equity
Stock Incentive Plan

United TherapeuticBoard of Directors adopted an equity incentive [fthe Plan) effective in November 1997. In April9B9 the Boar
of Directors and stockholders approved an amendarmhtestatement of the Plan that increased thertomber of shares of common stock
that may be issued pursuant to the Plan to 14,93%bBares, which includes 7,939,517 shares res@véssuance to the CEO under her
employment agreement. The Plan provides for thetgreawards to eligible participants, includingiops (qualified and nonqualified), stock
appreciation rights, restricted stock awards, ahérrights as defined in the Plan. Options cutyagranted under the Plan generally vest «
a period of up to three years, are not transferattemust generally be exercised within 10 yeas. drice of all options granted under the
Plan must be at least equal to the fair marketevaftthe common stock on the date of grant. Wisipeet to any participant who owns 10% or
more of United Therapeutics’ outstanding commouglstmn the date of grant, the exercise price ofiaogntive stock option granted to that
participant must equal or exceed 110% of the fairket value of the common stock on the date oftgaad the option must not be exercisi
for longer than five years. United Therapeutics thiatorically issued new shares to satisfy shat®opexercises.

Employee Options

Prior to January 1, 2006, United Therapeutics actemlifor its employee equity-based compensationsplader the recognition and
measurement provisions of APB 2Z&;counting for Stock Issued to Employeard related interpretations, as permitted by SRaS123,
Accounting for Sto-Based CompensatiqBFAS 123). Effective January 1, 2006, United Thetdics adopted the provisions of SFAS
No. 123 (revised 2004Share-Based Paymen{SFAS 123(R)) and interpretative literature witiEC Staff Accounting Bulletin No. 107,
Share-Based Paymen{SAB 107), using the modified prospective transitmethod. Under the modified prospective traasitinethod,
compensation cost recognized in 2006 includes cosgi®dn cost for all equity-based payments graptest to but not yet vested as of
January 1, 2006. Such payments are based on tlirad@rant date fair value estimated in accordawitie the provisions of SFAS 123
and compensation cost for all equity-based payngmaisted subsequent to January 1, 2006, whichasedoon the grant date fair value
estimated in accordance with the provisions of SER3(R). Results for prior periods have not beetated.

United Therapeutics utilizes the Black-Scholes-Mentaluation model for estimating the fair valudtefgranted stock options. Option
valuation models, including Black-Scholes-Mertaquire the input of highly subjective assumptiddsanges in the assumptions used can
materially affect the grant date fair value of avaed. These assumptions include the risk-free éstenate, expected dividend yield, expected
volatility, expected forfeiture rate and the expelcterm of options.

Expected Volatility—Volatility is a measure of the amount by whichrahcial variable such as a share price has fltetugnistorical
volatility) or is expected to fluctuate (expectematility) during a period. United Therapeutics sisiee historical volatility based on the wee
price observations of its common
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stock during the period immediately preceding thars-based award grant that is equal in lengthe@ward’s expected term (up to a
maximum of five years). United Therapeutics beliethat historical volatility within the last fiveeqrs represents the best estimate of future
long term volatility. Since 2001, United Therapestiannual volatility has ranged from 76.75% in 20® 42.60% in 2006 with an average of
48.84% during the five year period.

Risk-Free Interest Rate-This is the average interest rate consistent thi¢hyield available on a U.S. Treasury note (withran equal to
the expected term of the underlying grants) atidte the option was granted.

Expected Term of OptionsThis is the period of time that the options grardesl expected to remain outstanding. United Thertagse
adopted SAB 107’s simplified method for estimatihg expected term of share-based awards grantethdbe year ended December 31,
2006.

Expected Dividend Yield-bnited Therapeutics has never declared or paidieinds on its common stock and does not anticipatmg
any dividends in the foreseeable future. As suuh dividend yield percentage is assumed to be zero.

Expected Forfeiture Rate-This is the estimated percentage of options gdhtiitat are expected to be forfeited or cancelledroannual
basis before becoming fully vested. United Theréipsestimates the forfeiture rate based on hisabforfeiture experience for similar levels
of employees to whom options were granted.

Following are the weighted-average assumptions imseadluing the stock options granted to employaaing the years ended on
December 31, 2006, 2005 and 2004:

Years ended December 3:

2006 2005 2004
Dividend yield 0% 0% 0%
Expected volatility 42.60% 43.56% 63.68%
Risk-free interest rat 4.83% 3.69% 3.16%
Expected live: 5.95yeart 2.40year: 3.77 year:
A summary of outstanding at December 31, 2006 felaswvs:
Weighted Weighted Average
Average Aggregate
Exercise Price Remaining Intrinsic
Number of Contractual Value
All Employee Options Shares Per Share Term (in years) ($.in 000s)
Outstanding at December 31, 2006 5,503,76! $43.8¢ 7.1 $241,23¢
Expected to vest at December 31, 2006 1,517,060  $55.9¢ 9.1 $ 84,84¢
Exercisable at December 31, 2006 3,804,92¢ $38.4% 6.1 $146,22:

The total intrinsic value of options exercised dgrthe years ended December 31, 2006, 2005 and,20G8s approximately $30.5
million, $36.8 million and $8.9 million, respectiye

As of December 31, 2006, there was approximateB/6ghillion of total unrecognized compensation getdted to nonvested employee
stock options. That cost is expected to be receghiwer a weighted-average period of 2.4 yearstdtaéfair value of shares vested during
the years ended December 31, 2006, 2005 and 2084approximately $20.5 million, $19.8 million a#id.8 million, respectively.
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Approximately $14.4 million, $15.0 million and $7dillion in cash was received from option exercigader all the share-based

payment arrangements for each of the years endeenfier 31, 2006, 2005 and 2004, respectively.

A summary of the status of United Therapeutasployee stock options as of December 31, 2006 26d 2004 and changes during

years then ended is presented bel

2006 2005 2004

Weighted- Weighted- Weighted-

Average Average Average

Exercise Exercise Exercise

Shares Price Shares Price Shares Price

Outstanding at beginning of period 5,398,85¢ $38.1€ 3,717,36¢ $21.54 4,313,22: $26.81

Grantec 988,061 56.18 2,564,30: 55.35 672,192 34.53

Exercisec (771,68¢) 18.49 (831,640 17.02 (485,687) 13.42

Forfeited (111,467)  54.82 (51,172)  35.33 (50,427)  18.79

Canceled — — — — (731,932) 66.79

Outstanding at end of period 5,503,76¢ $43.8< 5,398,85¢ $38.1¢ 3,717,36¢ $21.54

Options exercisable at end of per 3,804,92¢ $38.4% 3,476,85( $31.74 2,44549: $18.6¢
Weighted-average fair value

of options granted during the peri $  27.27 $ 15.92 $ 17.12

Total employee sharfgased compensation expense recognized for theepelad December 31, 2006, are as follows (in thalssaxcef

per share data):

Year Ended

December 31, 200!
Cost of service sales $ 117
Research and developmt 6,679
Selling, general and administrative 14,15€
Share-based compensation expense before taxes 20,952
Related income tax benefits (8,278)
Share-based compensation expense, net of taxes $12,674

Equity-based compensation cost capitalized asgbamiventory during year ended December 31, 20G6 approximately $505,000.
United Therapeutics recorded approximately $5.%oniin share-based compensation expense duringeiieended December 31, 2006,

related to the grant of options to purchase 988gbites of common stock to employees.
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The following table (in thousands, except per slaameunts) illustrates the effect on net income regtdncome per share if United
Therapeutics had applied the fair value recogniimvisions of SFAS 123(R) to equibased compensation for the years ended Decemt
2006, 2005 and 2004. Information for the years dridecember 31, 2006, 2005 and 2004, is presentemfoparative purposes only and is
consistent with the presented statement of operstio

Years ended December 3.

2006 2005 2004

Net income, as reporte $73,965 $ 65,01€¢ $15,44¢
Less total stock-based employee compensation egmkrisrmined under

fair value based method for all awa — (23,097 (8,072
Pro forma net income $73,968 $ 41,91¢ $ 7,377
Basic net income per common she

As reported $ 321 $ 285 $ 0.71

Pro forma $ 321 $ 184 $ 034
Diluted net income per common she

As reported $ 306 $ 258 $ 0.66

Pro forma $ 306 $ 166 $ 0.32

For the years ended December 31, 2006, 2005 art] @p@ions granted to both employees and non-erepkoyo purchase 787,149
shares, 889,875 shares, and 526,955 shares, iigsphgeatere exercised.

As of December 31, 2006, there were 8,014,934 sharailable for grant under the plan.

Options granted under this Plan were as follows:

Weighted Average

Number of
Options Granted Grant Price
For the years ended December
2006 988,061 $56.1¢
2005 2,564,30: $55.3¢
2004 654,69: $34.82

Prior to 2005, options were also granted outsidia@fPlan described above (non-Plan grants) asémdents to new employees. Prior to
July 2003, non-Plan grants were also made to erepkoand consultants in order to incentivize peré&re or procure services. All non-Plan
grants were awarded pursuant to specific apprafdtse Compensation Committee of the Board of Doex These grants were made at the
fair market value of United Therapeutic&mmon stock on the date of grant. Board membet®gacutive officers did not participate in th
non-Plan option awards.
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Non-Plan options were awarded as follows:

Weighted Average

Number of
Options Granted Grant Price
During the years ended December
2006 — —
2005 — —
2004 17,50C $23.8¢

In July 2004, the Compensation Committee of ther8oé Directors individually negotiated with certa@mployees to voluntarily cancel
a portion of their outstanding options. In exchafayeeach canceled option, United Therapeuticstgtha new option in January 2005.
Approximately 560,000 options with a weighted ageraxercise price of $85.79 were canceled. Theapions were granted at the fair
market price of United Therapeutics’ common stogkhee date that the replacement options were isSiegicanceled options were replaced
with options with a weighted average exercise poic43.56. Each of the employees who participdiddhot have any options granted to
them in the six months prior to the cancellatiomitRermore, each of the employees who participatgded to forgo receiving any new
options for a period of six months following thencellation. No guarantees or other promises of resration were made to the employees
who agreed to participate. In accordance with FASBrpretation No. 44, no compensation expensera@sgnized upon the grant of the
replacement options in 2005.

The following table summarizes information aboutptayee stock options outstanding and exercisabBeaember 31, 2006:

Options Outstanding Options Exercisable
Weighted-

Average Weighted- Weighted-
Remaining Average Average

Exercise Prices Number Contractual Life Exercise Price Number Exercise Price
$ 3.00-$10.00 25,864 4.4 $ 9.25 25,864 $ 9.25
10.01- 20.00 933,49¢ 4.3 15.2C 933,49¢ 15.2C
20.01- 30.00 680,88¢ 6.1 23.5E 612,50: 23.57
30.01- 40.00 8,75C 5.0 33.91 8,75C 33.91
40.01- 50.00 1,879,28t 6.6 45.2€ 1,491,21( 44.62
50.01- 60.00 948,38¢ 9.5 56.0z 75,29t 56.6€
60.01- 70.00 425,007 9.0 68.63 375,17¢ 69.0¢
70.01- 80.00 591,76( 8.9 71.31 272,311 71.31
80.01- 90.00 7,12€ 3.5 84.81 7,12€ 84.81
90.01 - 116.38 3,20C 3.2 99.6¢ 3,20C 99.6¢
$ 3.00 —$116.38 5,503,76! 7.1 $43.8¢ 3,804,92¢ $38.45

During the years ended December 31, 2006, 2002@04, options to purchase a total of 771,688, 88L&hd 485,687 shares of
common stock, respectively, were exercised. Thegads from these exercises totaled approximatelyd$illion, $14.2 million and $6.5
million, respectively.
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Options Issued in Exchange for Services

United Therapeutics issued options under the mamhsultants for services during 2006, 2005 ari#t2T0he options generally vest o
a period of up to one year. The fair value of thesions is being recognized as expense over tHerpgance period which is typically one
year. The grant activity is summarized as follo

Weighted Average

Number of
Options Granted Grant Price
For the years ended December
2006 49,437 $66.7C
2005 31,417 $48.02
2004 14,33¢ $29.77

Stock Repurchases

In July 2006, in a privately negotiated transactidnited Therapeutics repurchased 766,666 shariés @dmmon stock, par value $0.01
per share, from Toray Industries for a cash pueipgaise of approximately $42.2 million (or $55.08 ghare) pursuant to a stock purchase
agreement between United Therapeutics and Toraystrids. The purchase price was the average afldlseng prices of United Therapeutics’
common stock for the 30 consecutive trading dagsnegnon July 26, 2006. Toray Industries retains emship of 100,000 shares of United
Therapeutics common stock.

United Therapeutics’ Board of Directors approveddark repurchase program to repurchase up to 4liomshares of United
Therapeutics’ common stock over a two year perin@otober 17, 2006. As of December 31, 2006, 4 ¢dtapproximately 1.9 million
shares had been repurchased at a cost of apprekn$atL2.4 million in the stock repurchase programproximately 1.8 million shares of
United Therapeutics’ stock were repurchased ugapgaximately $112.4 million of the net proceedsirthe issuance of the Convertible
Senior Notes, based on the closing price of thensomstock on October 24, 2006, of $62.17. The addit 55,000 shares were purchased on
various dates in the open market during the mohfecember 2006 at a weighted-average purchase pfi$54.54 per share.

Preferred Stock
A total of 10,000,000 shares of preferred stockipar value of $0.01 were authorized in 1997phderred stock has been issued.

Shareholder Rights Plan

In December 2000, United Therapeutics’ Board oeBliors approved the adoption of a Shareholder Riglasn designed to discourage
takeovers that involve abusive tactics or do novjole fair value to its shareholders. The SharedrdRights Plan provides for a dividend
distribution of one Preferred Share Purchase Rigights) for each outstanding share of United Theusics’ common stock. The dividend
distribution was made to shareholders of recor®@ecember 29, 2000. The Rights will be exercisablg i a person or group (except for
certain exempted persons or groups) acquires 15%ooe of United Therapeutics’ common stock or amees a tender offer which would
result in ownership of 15% or more of United Thenatics’ common stock. The Rights entitle each hotdene share to purchase one one-
thousandth of a share of Series A Junior Partitigpd®referred Stock (par value $.01) and will eggin December 29, 2010.
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A total of 100,000 shares of Series A Junior Paudiing Preferred Stock with a par value of $.0tenauthorized in 2000. No Series A
Junior Participating Preferred Stock has been tsue

Call Spread Option

Concurrent with the issuance of the 0.50% Convertienior Notes (see Note 8), United Therapeuticshiased call options on its
common stock in a private transaction with Deutd8aek London, Ltd. The call options allow UnitedeFapeutics to receive up to
approximately 3.3 million shares of its common ktat$75.2257 from Deutsche Bank London, equahécatmount of common stock related
to the excess conversion value that United Thertéggewould pay to the holders of the Convertibl@iSeNotes upon conversion. The
Convertible Senior Notes are generally convertilstlee United Therapeutics’ stock price exceeds ¥B.2These call options will terminate
upon the earlier of the maturity dates of the eglafonvertible Senior Notes or the first day alitaf related Convertible Senior Notes are no
longer outstanding due to conversion or otherwige. call options, which cost approximately $80.8iom, was recorded as a reduction to
additional paid-in-capital.

In a separate transaction with the issuance oftrevertible Senior Notes, United Therapeutics sadrants to Deutsche Bank London
to issue shares of its common stock at an exepcise of $105.689 per share. Pursuant to this &etien, warrants for approximately 3.3
million shares of United Therapeutics’ common staeke issued. Proceeds received from the issudrtbe wvarrants totaled approximately
$45.4 million and were recorded as an increaséddianal paid-in-capital.

The combination of the call options and warranff@otively reduces the dilutive effect of the corsien the Convertible Senior Notes.
Deutsche Bank London is responsible for providifg% of the necessary shares of United Therapettditsnon stock upon conversion for
the value of United Therapeutics’ stock betweencthreversion price, $75.2257 and the warrant exeqige of $105.689. As United
Therapeutics’ stock increases beyond the warrasrcese price, United Therapeutics is responsitiésuing more shares upon conversion
and Deutsche Bank London fewer shares. The shaoesronon stock that Deutsche Bank London needsgplg will come from existing
shareholders.

7. Income Taxes

Significant components of the provision for (behffim) income taxes attributable to operationssistrof the following (in thousands):

Years Ended December 31

2006 2005 2004

Current:
Federa $ —  $ —  $—
State 868 953 —
Total current 868 953 —

Deferred
Federa (32,807)  (18,70¢) —
State (2,118) 259 —
Total deferred (34,925) (18,447 —
Total provision for (benefit from) income taxes $(34,05) $(17,499) $—

F-29




UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

A reconciliation of tax benefit computed at thetwtary federal tax rate on income from operatioefole income taxes to the actual
income tax expense is approximately as followgHousands):

Years Ended December 31

2006 2005 2004

Federal tax provision computed at 35% in 2006 d@ib2and 34%

in 2004 $ 13,877 $ 16,80/ $ 5,197
State tax provision, net of federal tax provis 1,908 1,212 807
Change in the valuation allowance for deferredassets allocated to tax

expense: (45,662) (36,934 (6,85¢)
General business cred (4,358) — —
ISO stock option expent 1,771 — —
Change in rate of deferred tax as (1,402 — —
Nondeductible expens: (191) 1,424 854

Total income tax expense (benefit) $(34,057) $(17,499) $ —

As a result of positive earnings trend and progétture taxable income for future years, Unite@Bpeutics reversed the majority ol
valuation allowance. United Therapeutics recognaedcome tax benefit of approximately $34.1 miilfor the year ended December 31,
2006, primarily due to the recording of a reduciiothe deferred tax asset valuation allowanceppfaximately $45.7 million representing
the anticipated utilization of a portion of its defed tax assets in subsequent years.

Deferred tax assets reflect the net effect of petating loss carryforwards and the temporary difiees between the carrying amounts
of assets and liabilities for financial reportingrposes and the amounts used for income tax pwsp8agmificant components of United
Therapeutics’ net deferred tax asset as of DeceBhe2006 and 2005, respectively, are approximaslfollows (in thousands):

Years Ended
December 31

2006 2005
Deferred tax asset
Net operating loss carryforwar $ 866 $ 16,90:
General business cred 46,35% 30,81¢
Impairment losses on investme 3,279 3,069
Realized losses on marketable investm 2,286 2,518
License fees capitalized for tax purpo 5,513 6,091
Nonqualified stock optio 8,279 —
In-process research and development capitalizedXgrugpose: 3,368 3,721
Other 6,386 3,917
Total deferred tax assets 76,332 67,03¢
Deferred tax liabilities
Furniture and equipment principally due to diffezes in depreciation (1,579) (401)
Total deferred tax liabilities (1,579 (401)
Net deferred tax asset before valuation allows 74,758 66,637
Valuation allowance (6,754)  (46,92€)
Net deferred tax asset $67,99¢ $ 19,711
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In assessing the valuation allowance on its nedrded tax asset, United Therapeutics considershehétis more likely than not that
some portion or all of its net deferred tax asaetsrealizable. Based on a review of both histbaod projected taxable income, United
Therapeutics has concluded that is it more likegntnot that a majority of its deferred tax assélisbe utilized in subsequent years and th
reduction in the deferred tax asset valuation adlowe was necessary. The components of the $43i@mrgduction in the valuation
allowance, net of current year activity, relatedhe anticipated utilization of its general busmeredits of approximately $46.4 million and
other deferred tax assets of $11.4 million. Appriately $17.5 million tax benefit of net operatilogses attributable to the exercises of stock
options, and its related valuation allowance ofgame amount, has been removed from both 2005G08&li2 the detail of deferred tax ass
liabilities and valuation allowance above. This éfirwill be recorded as additional paid-in-capitdien the loss carryover reduces taxes
payable.

United Therapeutics reviews its deferred tax asset® quarterly basis to determine if a valuatibovaance is required, primarily based
on its estimates of future taxable income. Chaigése valuation allowance based on the assesstoeitd result in the period of change in
the recording of tax expense if the valuation aloge is increased or the recording of either dé&mnefit if the valuation allowance is
decreased.

United Therapeutics also recognized approximat88800 related to the tax benefit realized fromamortization of the call hedge
purchased by United Therapeutics in connection thighissuance of the Senior Convertible Notes &@egckEmber 31, 2006.

At December 31, 2006, United Therapeutics hadddefal income tax purposes net operating lossfoawgrds of approximately $52.2
million and business tax credit carryforwards oprpximately $46.4 million, which expire at variodates from 2012 through 2024.
Approximately $51.4 million of the net operating$ocarryforwards is attributable to net operatogsés from the exercise of stock options,
the benefit of which, when realized by a reductiotaxes payable, increases additional paid-intedusiness tax credits offset future tax
liabilities and arise from qualified research exglitures. United Therapeutics has been and mayromto be subject to federal alternative
minimum tax and state income taxes, even thoubastexisting net operating loss and credit carwéods.

Section 382 of the Internal Revenue Code limitsutilezation of net operating losses when ownersthipnges occur as defined by that
section. United Therapeutics has reviewed its ogimprchange positions pursuant to Section 382 asdibtermined that ownership changes
occurred in December 1997, June 1999, and NoveRU# and, as a result, the utilization of certdifisonet operating loss carryforwards
may be limited. However, the Company does not exaey significant portion of its net operating lassry forwards or business tax credits
will expire unused.

8. Notes Payable
Convertible Senior Notes

On October 30, 2006, United Therapeutics issue® $2%illion of 0.50% Convertible Senior Notes duetdber 2011 (the Convertible
Senior Notes). In connection with the issuancénef@onvertible Senior Notes, United Therapeutiss ehtered into a call spread option (See
Note 6). The Convertible Senior Notes were issugrhavalue and pay interest in cash <annually in arrears on April 15 and October 15 of
each year, beginning on April 15, 2007. The CornblertSenior Notes are unsecured unsubordinatedaiiiins and rank equally with all ot
unsecured and unsubordinated indebtedness. Thee@ilner Senior Notes have an initial conversior@f $75.2257 per share. The
Convertible
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Senior Notes may only be converted: (i) anytimeraluly 15, 2011; (ii) during any calendar quacemmencing after the date of original
issuance of the notes, if the closing sale pricgrifed Therapeutic&ommon stock for at least 20 trading days in théopeof 30 consecutiv
trading days ending on the last trading day ofctdendar quarter preceding the quarter in whictctmersion occurs is more than 120% of
the conversion price of the notes in effect on tasit trading day; (iii) during the ten consecutikeding-day period following any five
consecutive trading-day period in which the tradinige for the notes for each such trading day kess than 95% of the closing sale price of
United Therapeutics’ common stock on such dateipligltl by the then current conversion rate; or {fivgpecified significant distributions to
holders of United Therapeutics’ common stock aredenapecified corporate transactions occur, orddriltherapeutics’ common stock ceases
to be approved for listing on The NASDAQ Global &¢tIMarket and is not listed for trading on anotde®. national or regional securities
exchange. Upon conversion, a holder will recei)ecdsh equal to the lesser of the principal amaditihe note or the conversion value; and
(i) to the extent the conversion value exceedstirecipal amount of the note, shares of Unitedr@ipeutics’ common stock. In addition,
upon a change in control, as defined in the indentnder which the Convertible Senior Notes havenbssued, the holders may require
United Therapeutics to purchase all or a portiotheir Convertible Senior Notes for 100% of thenpipal amount plus accrued and unpaid
interest, if any, plus a number of additional searEUnited Therapeutics’ common stock As of DebenB1, 2006, the fair value of the
$250.0 million Convertible Senior Notes outstandivegs approximately $237.2 million, based on thetgdianarket price.

9. Commitments and Contingencies
Laboratory Operating Lease

In June 2004, United Therapeutics entered intmhsyic operating lease and related agreementsWigtthovia Development
Corporation and its affiliates (Wachovia) to fulé ttonstruction of a laboratory facility in Si@pring, Maryland. Under these agreements,
Wachovia funded $32.0 million towards the consforcof the laboratory facility on ground owned byitéd Therapeutics. The construction
phase commenced in 2004 and was completed in M. Z®llowing construction, Wachovia leased thetatory facility to United
Therapeutics with a term ending in May 2011. Urttler99-year ground lease, Wachovia will pay falugaent to United Therapeutics for
use of the land both during the construction plaaskafter the laboratory lease is terminated. Rutfire term of the laboratory lease,
Wachovia will pay $1 per year to United Therapeufar use of the land.

Wachovia receives rents from United Therapeutgenerally based on applying the 30-day LIBOR ré&tis ppproximately 55 basis
points to the amount funded by Wachovia towardsctirestruction of the laboratory. These monthly sem@mmenced when the laboratory
construction was completed and will continue uthi termination of the lease in May 2011. Upon ieation of the lease, United
Therapeutics will generally have the option of reimg the lease (subject to approval of both partigsrchasing the laboratory at a price
approximately equal to the funded construction,amsselling it and repaying Wachovia the costt®fconstruction. United Therapeutics has
guaranteed that if the laboratory is sold, Wachvilbreceive at least 86% of the amount it fundedards the construction.

In addition, United Therapeutics pledged, as cetkdt a portion of its marketable investments tuse its lease obligations. At
December 31, 2006, approximately $39.0 million @frketable investments and cash were pledged aderall and are reported as restricted
marketable investments and cash in the consolidstkohce sheet.
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This arrangement enabled United Therapeutics tetoact its laboratory facility without using its awvorking capital. There will not be
any depreciation expense associated with the ledogréacility, since these improvements are owngd\tachovia. The amount of rent to be
paid to Wachovia during the term of the laborategse will vary as it is tied to the then currediday LIBOR rate plus approximately 55
basis points. As this rate increases, so will érgg to be paid. Similarly, if this rate decreatiesn the amount of rent to be paid to Wachovia
will also decrease.

Upon the completion of the building in May 2006, &avia advanced to United Therapeutics the remgifuinds available for
construction due to the lengthy process involvefinalizing construction costs. When the final cpuastion costs have been agreed upon, any
remaining funds that were advanced will be returteed/achovia. It is anticipated that the finalipatiof construction costs will be completed
in early 2007. Until then, the rent payments wéllitased on the full $32.0 million lease facilitypdsh the return of unspent funds, the
remaining rent payments will be based on the adtualed costs of the building. At December 31, 2@H6 remaining construction advance
totaled approximately $882,000 and is classifiedtasr current liability in the consolidated balarsheets.

Based on construction costs of approximately $82lllon and the current effective rate of approxtelg 5.9% (equivalent to the
current 30-day LIBOR rate plus approximately 55iba®ints at December 31, 2006), the rents to Ik ggaproximate $1.9 million annually.
In addition, Wachovia paid United Therapeutics giebrent in June 2004 covering the period througly RIal1 and totaling an aggregate of
approximately $307,000. This amount is being recaghas income ratably through May 2011.

United Therapeutics guaranteed a minimum residalalevof the laboratory facility. This guaranteesideal is generally equal to 86% of
the amount funded by Wachovia towards constructfoat the end of the lease term, United Therapsutoes not renew the lease or
purchase the improvements, then the building veilsbld to a third party. In that event, United Etpsutics has guaranteed that Wachovie
receive at least this residual value amount. Theiimam potential amount of this guarantee is apprately $27.5 million, equivalent to 86
of expected total construction costs of $32.0 omilliUnited Therapeutics has reported this guarageenon-current asset (prepaid rent) and
non-current liability (other liability). United Thapeutics has recorded a guarantee liability amcesponding asset of approximately
$734,000, net of accumulated amortization at Deegrfh, 2006.

In October 2006, United Therapeutics and Wachowiaraled the laboratory lease to eliminate a covethahtUnited Therapeutics
maintain a consolidated current debt ratio of meslthan 1.2:1.0. The laboratory lease and otheeagents continue to require, among other
things, that United Therapeutics maintain a codsodid net worth of at least $70.0 million. The agnents contain other covenants and
conditions with which United Therapeutics must ctyrthroughout the lease periods and upon terminaifcthe lease. If United Therapeut
were unable to comply with these covenants anditiond, the agreements could terminate if the namg@ance was uncured and the parties
could not agree otherwise. A termination of thegeaments could result in United Therapeutics’ &ition of the improvements from
Wachovia or the loss of its liquid collateral.

Capital Leases

United Therapeutics also leased certain equipmeaaitucapital leases with average interest ratappfoximately 8.1% and terms up to
3 years.
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Future minimum payments under notes and leasedleagee as follows (in thousands):

Capital

Years ending December 31 Leases
2007 $ 23
2008 19
2009 3
2010 and thereafter =
45

Less amounts representing intel (20)
Less current portion _(10)
$15

At December 31, 2006 and 2005, the carrying vafiegaipment under capital leases was approxim&23y000 and $91,000,
respectively, and accumulated depreciation wascppately $8,000 and $70,000, respectively. Amattan of equipment under capital
leases is included within depreciation expense.

Other Operating Leases

United Therapeutics leases various office and prtioln space generally under non-cancelable agretsmeéth terms expiring through
2011. United Therapeutics also leases automohileseirtain employees.

Approximate minimum annual rent payments to be paider these non-cancelable operating leases &#iass (in thousands):

Years ending December 31

2007 $3,23C
2008 3,00¢€
2009 2,822
2010 2,458
2011 811

These minimum annual rent payments shown abovedeastimated amounts for the synthetic operadiagd described above and are
based on LIBOR rates in effect at December 31, 2066l rent expense was approximately $2.7 milfmmDecember 31, 2006, and
approximately $1.4 million for each of the yearslemh December 31, 2005 and 2004. The increase i 2@besents amounts paid to
Wachovia Development Corporation in accordance tighterms of the operating lease agreement.
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10. Comprehensive Income (Loss)

SFAS No. 130Reporting Comprehensive Inconestablishes standards for the reporting and disgflagmprehensive income (loss) and
its components. SFAS No. 130 requires, among dkivegs, that unrealized gains and losses on aveifa-sale securities and foreign
currency translation adjustments be included irotomprehensive income (loss). The following steist presents comprehensive income
(loss) for the years ended December 31, 2006, 26652004 (in thousands):

Years ended December 3!

2006 2005 2004
Net income $73,965 $65,01¢ $15,44¢
Other comprehensive incorr
Foreign currency translation gain (loss) adjustrs 336 (220) 48
Unrealized gain (loss) on available-for-sale sdimsi (2,453) 1,136 955
Comprehensive income $71,84¢ $65,932 $16,45Z

11. Marketable Investments
Held-to-maturity investments

At December 31, 2006 and 2005, a portion of Unitedrapeutics’ investments consisted of federallyaspred and corporate debt
securities that are classified as held-to-matuniestments. The market value of these investnfamttiates with changes in current market
interest rates. In general, as rates increasen#ket value of a debt investment would be expeitatbcrease. Likewise, as rates decrease,
the market value of a debt investment would be etgokto increase. To minimize such market risk t&thirherapeutics holds such
instruments to maturity at which time these insteats will be redeemed at their stated or face valbhe amortized cost approximates fair
value of these investments at December 31, 200@2@08. Certain of these marketable investments haea pledged as collateral to
Wachovia Development Corporation under the laboydtase described in Note 9, and are classifieg@stsicted marketable investments and
cash on the consolidated balance sheet.

Held-to-maturity marketable investments were ao¥as (in thousands):

Gross
Unrealized Gross
Amortized Unrealized
Cost Gains Losses Fair Value
Agency notes at December 31, 2006 $ 90,57 $1 $(1,8949) $ 88,67¢
Corporate notes and bonds at December 31, 2006 71,50¢ = (82) 71,42¢
Total $162,08( $1 $(1,97€) $160,10¢
Reported a
Current marketable securiti $ 90,38:
Noncurrent marketable securities 71,69¢
$162,08¢
Gross
Unrealized Gross
Amortized Unrealized
Cost Gains Losses Fair Value
Agency notes at December 31, 2005 $ 72,78¢ $— $(2,154) $ 70,634
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The unrealized losses at December 31, 2006 and @D@%e corporate and federally-sponsored secsisitere caused by market interest rate
fluctuations. As a result, United Therapeutics dogisconsider these investments to be other-thapdearily impaired.

The following table summarizes maturities of Unifterapeutics’ held-to-maturity marketable invegsttreecurities at December 31,
2006 and 2005 (in thousands):

December 31, 200! December 31, 200!
Amortized Fair Amortized Fair
Cost Value Cost Value

Less than one year $ 90,382 $ 90,27t $ 7,954 $ 7,88¢
Due in one to two yeal 28,30¢ 27,99¢ 11,49¢ 11,40C
Due in three to five yeal 33,39: 32,32¢ 33,443 32,231
Due after five years 10,00( 9,512 19,892 19,117
Total $162,08( $160,10¢ $72,78¢ $70,63¢

United Therapeutics’ gross proceeds realized fratunties, realized gains and realized losses ftstmarketable investments are as
follows (in thousands):

Years Ended December 31

2006 2005 2004
Gross proceeds $32,36( $200 $30,00(
Realized gain $ — $— $ —
Realized losse $ — $— $ —

Available-for-sale investments

At December 31, 2006, a portion of United Therajgsutnvestments consisted of auction rate debaseges issued by state and local
government sponsored agencies. While these seaunidive long term maturities, their interest ratesreset approximately every 7-28 days
through an auction process. As a result, the isténeome from these securities is subject to ntai&k since the rate is adjusted to
accommodate market conditions on each reset datgeter, since the interest rates are reflectiveuofent market conditions, the fair value
of these securities typically does not fluctuatfrpar or cost. These securities are classifieriaent assets in the consolidated balance
sheets since United Therapeutics may sell the siesuat its discretion on the auction day with @lénor loss of principal.

Available-for-sale investments were as followstfinusands):

Gross Gross
Unrealized Unrealized
Amortized
Cost Gains Losses Fair Value
Agency notes at December 31, 2006 $46,30( $— $— $46,30(
Agency notes at December 31, 2( $48,35( $— $— $48,35(
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The following table summarizes maturities of Unifterapeutics’ available-for-sale investment sdimgriat December 31, 2006 and
2005 (in thousands):

December 31, 200 December 31, 200!
Amortized Fair Amortized Fair
Cost Value Cost Value

Less than one year $ — % — % — % —
Due in one to two yeal — — — —
Due in three to five yeal — — — —
Due after five years 46,30C 46,30C 48,35(C 48,35C
Total $46,30C $46,30C $48,35( $48,35C

United Therapeutics’ gross proceeds realized fratunities, realized gains and realized losses ftsravailable-forsale investments a
as follows (in thousands):

Years Ended December 31

2006 2005 2004
Gross proceeds $86,40C $12,70C $—
Realized gain $ — $ — $—
Realized losse $ — $ — $—

12. Investments in Affiliates
Northern Therapeutics, Inc.

In December 2000, Lung Rx, Inc. formed a new corgparCanada, Northern Therapeutics, Inc., withithentor of a new form of
autologous (meaning derived from a patient’s owdyband not from foreign materials such as virugesje therapy for PAH and other
diseases. The purpose of Northern Therapeuticiormdesvelop the gene therapy and also to distriBet@odulin and other United
Therapeutics products in Canada. Lung Rx receippdoximately 59% of the initial outstanding commnstack of Northern Therapeutics in
exchange for $5.0 million in cash. United Therasuagreed to provide the services of its Chiefdtxige Officer as Chairman of the
Northern Therapeuti’ Board. United Therapeutics’ CEO served as thengd€EO of Northern Therapeutics until March 2006.

January 2002, Northern Therapeutics purchasededindd shares of one of the initial founders. Thigeased Lung Rx’s ownership of
Northern Therapeutics to approximately 6¢

Northern Therapeutics is incorporated as a Canddaantrolled Private Corporation. Lung Rx may appoinly two of the company’s
seven board seats. Substantially all importantsitats require unanimous board votes in favor ofptteposal. The decisions requiring
unanimous board votes include decisions relatgrbtsonnel selection and compensation and estaldisthof operating and capital budgets.
Therefore, the minority owners of Northern Therasuhave substantive participating rights as dised in EITF No. 96-16nvestors’
Accounting for an Investee when the Investor hilarity of the Voting Interest but the Minority &kholder or Shareholders Have Cert:
Approval or Veto Right. As a result of these substantive participatights, Lung Rx does not control Northern Therapsuditd
consolidation, therefore, is prohibited. The equitgthod of accounting is used to account for Lurts Bivestment in Northern Therapeutics.
At December 31, 2006, Lung Rx’s investment in NerthTherapeutics was reported at approximately @illl&on, which is comprised of
$5.0 million paid in cash, net of Lung Rx’s shaféNorthern Therapeutics’ losses since its formatlamg Rx’s equity in the
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underlying net assets was approximately $1.0 milibDecember 31, 2006. The difference between IRxig investment in Northern
Therapeutics and its equity in the underlying resiets is accounted for as goodwiill.

Summarized financial information for Northern Theeatics is as follows (in thousands):

As of and for the years
ended December 31

2006 2005 2004

Total assets $157¢ $ 1,88 $ 2,874
Total liabilities $ 111 $ 206 $ 140
Total revenue $1,434 $ 1497 $ 527
Net loss $ (718) $(1,102) $(1,14¥¢)

In October 2006, Northern Therapeutics agreeddatg license to United Therapeutics to developcamimercialize the gene therapy
in the United States for PAH. The license will requnited Therapeutics to make incremental paysiataling $1.5 million to Northern
Therapeutics upon achieving certain milestoneaéreiments during and upon completion of the Phagal in March 2006. After successful
completion of the Phase | trial, United Therapeutidl assume the development program and relatstsdor the United States. As of
December 31, 2006, United Therapeutics has paitbappately $500,000 in milestone payments to NarihEherapeutics under the license
agreement. In anticipation of this agreement, Whiteerapeutics and Northern Therapeutics termintedRemodulin distribution agreement
for Canada. United Therapeutics now distributes &rtin directly in Canada through the managemeitsatanadian wholly-owned
subsidiary, Unither Biotech Inc.

13. Employees’ Retirement Plan

Effective January 1, 1999, United Therapeutics setbphe United Therapeutics Corporation Employ&egirement Plan (the Plan), a
salary reduction 401(k) Plan. Employees employedraafter July 15, 1999, are eligible to particgat the Plan. The Plan provides for
annual discretionary employer contributions. Emphksymay also contribute to the Plan at their digeresubject to statutory limitations.
Beginning January 1, 2004, United Therapeutics bagatching qualifying employee contributions atterof 20%, subject to certain
limitations. For the years ended December 31, 22085 and 2004, United Therapeutics contributedexspensed $295,000,$223,000 and
$207,000, respectively, to the plan as a resuthisfmatching.

14. Supplemental Executive Retirement Plan

In May 2006, the Compensation Committee approvedJhited Therapeutics Corporation Supplemental ez Retirement Plan (the
SERP). The SERP is administered by the Compensatommittee. Only a member of a “select group of ageament or highly compensated
employees” within the meaning of ERISA section 2)Ifay be eligible to participate in the SERP. [faaticipant terminates employment
with United Therapeutics for any reason prior te &9, no benefit will be earned. United Therapsaut@hief Executive Officer (CEQ), three
other executive officers and three other officeagehbeen designated as eligible to participathérSERP. Each of these participants, who
may retire at the age of 60, is eligible to recehenthly payments equal to the monthly averagéetotal gross base salary received by the
participant over his or her last 36 months of acgmployment (the Final Average Compensation),cediy the participarg’Social Securit
benefit (determined as provided
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under the SERP), for the remainder of the partiigdife (the aggregate amount of such paymehtsNormal Retirement Benefit),
commencing on the first day of the sixth monthrafédirement. The participant may elect to receivemp sum distribution equal to the
present value of payments that he or she woulkpeated to receive upon retirement under the caticul noted.

Future SE RP participants will become eligible uppcommendation by the CEO and confirmation byGbepensation Committee.
Eligibility commences on the first day of the mofdowing Compensation Committee approval. If Ca@ngpation Committee approval
occurs on the first day of the month, eligibilityramences immediately. Upon retirement after thecd@®, such participants will be eligible
to receive a Normal Retirement Benefit, made in thigrpayments equal to (1) the participant’s Fidaeérage Compensation, reduced by the
participant’s Social Security benefit (determinadheovided under the SERP), multiplied by (2) &tian (no greater than one), made up of a
numerator equal to the participant’s years of sereit United Therapeutics and a denominator o iis. benefit will run for the remainder of
the participant’s life (unless the participant &eto receive a lump sum payment), commencing effitst day of the sixth month of
retirement. In the event that a participant’s empient ceases due to disability or death prior éoabe of 60 or retirement if older than 60, a
participant or the participant’s designated bem@fjcwill be entitled to a Disability Retirement Befit. Such benefit would be equal to a
percentage of the participant’s anticipated NorRetirement Benefit under the SERP. This benefitldistill commence on the first day of
the sixth month after cessation of employment dugetath or disability. Should a SERP participastafter the program commences, his or
her designated beneficiary will continue to receavgercentage of the SERP benefit for the remaiotiehat would have been the
participant’s years of eligibility. The CompensatiSommittee expects the number of participantemaain small during the life of this
program.

In the event of a transfer of control of United Tdq@eutics by acquisition, merger, hostile takeardor any other reason whatsoever
which also qualifies as a “change in the ownershipffective control of the corporation, or in txnership of a substantial portion of the
assets of the corporation” under Internal Reveno@eGection 409A(a)(2)(A)(v) (Change in Controlpaaticipant who is actively employed
on the date of the Change in Control will be eaditto a lump sum payment equal to the actuaridlzetgnt present value of a monthly single
life annuity equal to (1) the participant’s Finakéxage Compensation, reduced by the participastimated future Social Security benefit
(determined as provided under the SERP), multide¢R) a fraction (no greater than one) made up fimerator equal to the participant’s
years of service at United Therapeutics and a davaior of 15, to be paid as soon as administratipedcticable following the Change
Control. In the event that a participant is entite a Normal Retirement Benefit or Disability Rethent Benefit at the time of a Change in
Control, all such payments (or any remaining payisiemith respect to any participant who is recegvyirmyments under the SERP at the time
of the Change in Control) will be made in a lummsas soon as administratively practicable followsagh Change in Control (without
regard to whether the participant otherwise isap gtatus at the time of the Change in Control).

Participants in the SERP will be prohibited fronmgeting with United Therapeutics or soliciting WtTherapeutics’ employees for a
period of twelve months following their terminatiohemployment (or, if earlier, upon attainmentge 65). Violation of this covenant will
result in the forfeiture of all benefits under tBERP.

The SERP is entirely unfunded. No assets of Uniteefapeutics have been designated to secure Isenerflier the plan. Benefits will be
funded as they are paid to participants upon er aétirement,
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death or disability. United Therapeutics accouatstie SERP in accordance with SFAS No.Bnployers Accounting for Pensiof&AS
87), and related standards and interpretationsc¢éordance with SFAS 87, a material change in ldn@ guch as adding a participant which
occurred in August 2006, requires a remeasurenfahedPlan. For the year ended December 31, 200et) Therapeutics recorded
approximately $1.6 million of expense related e 8ERP, which was reported in selling, generalatministrative and research and
development expenses in the accompanying consaetidgatements of operations. The expense is basad expected service cost of
approximately $1.6 million through December 31, 208ing a discount rate of 6.2% on the expectaddutenefits. The original expected
service cost through December 31, 2006 and origiisabunt rate were $1.4 million and 6.4%, respetyi Since there are no plan assets, no
interest on assets is assumed earned. With théaddf a participant and the change in discout#,rdnere is an Unrecognized Prior Service
Cost of approximately $772,000 which will be amzet over the next 13 years, the average expedtactfservice period of all the plan
participants. In addition, there is unrealized losapproximately $22,000 which will be amortizedaa expense only when the cumulative
unrecognized losses exceed 10% of Projected BeDbligations. Benefit payments are not expectduetpaid over the next five years since
no current participants will reach the age of 6€himithis time period.

15. Relocation Costs

United Therapeutics has constructed a laborata@ilitfaadjacent to its headquarters in Silver Sgrifaryland to replace its current
laboratory in Chicago, lllinois. Certain Chicabased employees are being relocated to the nelifdaginning in 2006. It is anticipated ti
approximately $1.0 million will be incurred in td@uring 2006 and 2007 in connection with relocgtinese employees. Costs associated
these transfers will be reported in the period ol the employees actually move and incur thecetlon costs. As of December 31, 2006,
total relocation costs incurred to date were apprately $288,000.

Additionally, United Therapeutics has agreed to pagyuses to a small number of employees in Chitagemain employed there until
the laboratory closes in the middle of 2007. Swathrntion bonuses will be accrued ratably over #rgop from the date agreement was
reached with employees in October 2005 to the dfigg@yment in 2007. As of December 31, 2006, apprately $141,000 has been accrued
for these bonuses and they are classified in geljianeral and administrative expenses.

16. Accrued Expenses

Accrued expenses consisted of the following (irugands):

December 31

2006 2005

Professional fees $ 230 $ 64
Research relate 2,293 1,778
Payroll relatec 3,853 2,902
Royalties and rebatt 6,382 4,148
Contracted service 305 382
Other 2,202 1,120

Total $15,265 $10,39¢
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17. Segment Information

United Therapeutics has two reportable businesmeety. The pharmaceutical segment includes alliies associated with the
research, development, manufacture, and commezati@in of therapeutic products. The telemedicimgrant includes all activities
associated with the research, design, and delivgpatient monitoring services. The telemedicingnsent is managed separately because
diagnostic services require different technologg ararketing strategies.

Segment information as of and for the year endezkBder 31, 2006, was as follows (in thousands):

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external customers $153,03¢ $ 6,597 $159,63:
Net income (losse: 74,43¢ (473) 73,96¢
Interest incom: 10,67¢ 21 10,70
Interest expens (482 — (482)
Income tax benef 34,057 — 34,057
Depreciation and amortizatic (2,273) (440) (2,719)
Equity loss in affiliate (491) — (491)
Total investments in equity method invest 1,56¢ — 1,56¢
Expenditures for lor-lived asset: (15,170 (464) (15,639
Goodwill, net 1,287 6,178 7,46E
Total asset 466,49 12,057 478,55(

Segment information as of and for the year endezkBder 31, 2005, was as follows (in thousands):

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external customers $110,14: $5,772 $115,91¢
Net income (losses 65,672 (656) 65,01¢
Interest incomi 5,344 15 5,35¢
Interest expens (29) — (29)
Income tax benef 17,492 — 17,494
Depreciation and amortizatic (1,69€) (838) (2,539
Equity loss in affiliate (754) — (754)
Total investments in equity method invest 2,05¢ — 2,05¢
Expenditures for lor-lived asset: (5,2949) (823) (6,117)
Goodwill, net 1,287 6,17¢ 7,46E
Total asset 281,61: 9,80C 291,41z
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Segment information as of and for the year endezkBdder 31, 2004, was as follows (in thousands):

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external customers $ 68,24« $ 5,34¢€ $ 73,59(
Net losse: 16,63: (1,184) 15,44¢
Interest incom 2,977 9 2,98¢
Interest expens (2) (2) 4)
Depreciation and amortizatic (1,565) (816) (2,381)
Equity loss in affiliate (785) — (785)
Total investments in equity method invest 2,815 — 2,813
Expenditures for lor-lived asset: (4,654) (563) (5,217
Goodwill, net 1,287 6,178 7,46E
Total asset 197,04« 10,114 207,15¢

The segment information shown above equals theotidased totals when combined. These consolidaitdst equal the amounts
reported in the consolidated financial statementisaut further reconciliation for those categonssich are reported in the consolidated
financial statements.

The accounting policies of the segments are thess1those described in the summary of signifiaaabunting policies in Note 2.
There are no inter-segment transactions.

18. Recent Accounting Pronouncements
Fair Value Measurements

In September 2006, the FASB issued SFAS Fait, Value MeasurementsSFAS 157 defines fair value, establishes a fraonk\ior
measuring fair value under generally accepted adouy principles, and expands disclosures aboutfdue measurements. SFAS 157 is
effective for financial statements issued for flgears beginning after November 15, 2007, andimt@eriods within those fiscal years.
United Therapeutics is currently evaluating theaetghe adoption of this statement could have ofiriancial condition, results of operations
or cash flows.

Uncertain Tax Positions

In July 2006, the FASB issued FIN 48;counting for Uncertainty in Income Taxas, interpretation of Statement of Financial
Accounting Standards No. 108¢ccounting for Income Taxe&IN 48 clarifies the accounting for income takggprescribing the minimum
recognition threshold a tax position is requiredneet before being recognized in the financiakstants. FIN 48 also provides guidance on
derecognition, measurement, classification, inteagd penalties, accounting in interim periodscldisure and transition. The interpretation
applies to all tax positions related to income sas@abject to SFAS 109. FIN 48 is effective for fisgears beginning after December 15, 2006.
United Therapeutics is currently evaluating theaetghe adoption of this interpretation, but betigthat the adoption will not have a
significant impact on its financial condition, rétsuof operations or cash flows.

Hybrid Financial Instruments

In February 2006, the FASB issued SFAS 155, Acdogrfor Certain Hybrid Financial Instruments whigimends SFAS 133,
Accounting for Derivative Instruments and HedgingfiRities and SFAS 140,
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Accounting for Transfers and Servicing of Finandiabkets and Extinguishments of Liabilities. SFAS sbnplifies the accounting for certain
derivatives embedded in other financial instruménytsallowing them to be accounted for as a whothefholder elects to account for the
whole instrument on a fair value basis. SFAS 156 alarifies and amends certain other provisiorSFAS 133 and SFAS 140. SFAS 155 is
effective for all financial instruments acquiresued or subject to a remeasurement event occumrfiggal years beginning after
September 15, 2006. United Therapeutics does tievbahe adoption of this statement will have derial impact on its financial condition,
results of operations or cash flows.

Accounting for Changes and Error Corrections

In May 2005, the FASB issued SFAS 154, Accountihgu@es and Error Corrections which supersedes ApiBidh No. 20,
Accounting Changes and SFAS 3, Reporting Accourfihgnges in Interim Financial Statements. SFAScthges the requirements for the
accounting for and reporting of a change in acdagntrinciple. SFAS 154 also carries forward withobiange the guidance contained in
APB 20 for reporting the correction of an erropieviously issued financial statements and a changecounting estimate. SFAS 154
requires retrospective application to prior peridugancial statements of changes in accountinggiple, unless it is impracticable to
determine either the period-specific effects ordhmulative effect of the change. The correctioamgrror in previously issued financial
statements is not a change in accounting princidevever, the reporting of an error correction iwes adjustments to previously issued
financial statements similar to those generallyliapple to reporting an accounting change retroatti Therefore, the reporting of a
correction of an error by restating previously etdinancial statements is also addressed by SRASIFAS 154 is effective for accounting
changes and corrections of errors made in fisaaisykeginning after December 15, 2005. United Tgertics does not believe that the
adoption of this statement will have a material &tipon its financial condition, results of operasar cash flows.

19. Quarterly Financial Information (Unaudited)

The following presents certain quarterly finand@mbrmation for each of the years ended DecembeB3@6 and 2005 (in thousands,
except per share amounts):

Quarters Ending During 2006
December 31 September 30

June 30, March 31,

2006 2006 2006 2006

Net sales $45,82¢ $40,39i $40,24¢ $33,16¢
Gross profit 41,073 36,243 36,001 29,287
Net income 55,50€ 8,478 7,673 2,307
Income per sha—basic $ 254 $ 0.37 $ 033 $ 0.10
Income per sha—diluted $ 242 $ 0.34 $ 030 $ 0.09

Quarters Ending During 2005
December 31 September 30

June 30, March 31,

2005 2005 2005 2005
Net sales $29,641 $33,01(C $30,057 $23,207
Gross profit 26,488 29,57¢ 26,882 20,652
Net income 29,41C 15,763 12,182 7,661
Income per sha—basic $ 1.27 $ 0.6 $ 054 $ 034
Income per sha—diluted $ 1.14 $ 0.61 $ 049 $ 031
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Years Ended December 31, 2006, 2005, and 2004
(in thousands)

Allowance for Doubtful Accounts Receivable

Additions
charged to
Balance at Balance at
Beginning of Year expense: Deductions End of Year
Year ended December 31, 2006 $ 15 $1 $ (15 $1
Year ended December 31, 2C $ 23 $9 $ (17) $15
Year ended December 31, 2C $119 $24 $(120) $23
Reserve for Inventory Obsolescenc
Additions
charged to
Balance at Balance at
Beginning of Year expenses Deductions End of Year
Year ended December 31, 2006 $570 $472 $(602) $ 440
Year ended December 31, 2C $447 $315 $(192) $ 570
Year ended December 31, 2C $321 $316 $(190) $ 447
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURES

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with participation of our Chief &xéve Officer and Chief Financial Officer, has aed the effectiveness of our
disclosure controls and procedures, as definedilasRl3a-15(e) and 15d-15(e) of the Securities &xgh Act of 1934, as of December 31,
2006. Based on that evaluation, our Chief Execuliffecer and Chief Financial Officer concluded tloatr disclosure controls and procedures
were effective as of December 31, 2006.

Management's Report on Internal Control Over Finarad Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting (as defined in

Rules 13a-15(f) and 15d-15(f) under the Securkirshange Act of 1934, as amended). Our internarabaver financial reporting was
designed to provide reasonable assurance to ouagearent and board of directors regarding the riéitiabf financial reporting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples. All internal controls ov
financial reporting, no matter how well designedyé inherent limitations. As a result of these fehelimitations, internal control over
financial reporting may not prevent or detect naitsients. Therefore, even those internal conteisrohined to be effective can provide ¢
reasonable assurance with respect to reliabilifynaincial reporting and the preparation of finahstatements for external purposes in
accordance with generally accepted accounting iptes

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Ded®m31, 2006, based on the criteria
set forth by the Committee of Sponsoring Organizetiof the Treadway Commission (COSO)riternal Control—Integrated Framework
Management’s assessment included an evaluatidreafdsign of our internal control over financigloging and testing of the operational
effectiveness of our internal control over finaheeporting. Based on this assessment, our manageroecluded that, as of December 31,
2006, our internal control over financial reportings effective.

Ernst & Young LLP, an independent registered puaticounting firm, has issued an attestation reporhanagement’s assessment of
our internal control over financial reporting. Tieport of Ernst & Young LLP is contained in ItenoBthis Annual Report on Form 10-K.
Attestation of Independent Registered Public Accding Firm

The attestation report of our independent regidtpreblic accounting firm regarding internal contookr financial reporting is set forth
Item 8 of this Annual Report on Form 10-K under tiaption “Report of Independent Registered Pubticdunting Firm” and incorporated
herein by reference.

Changes in Internal Control over Financial Reportm

There were no changes in our internal control éwancial reporting during the quarter ended Decen#i, 2006 that have materially
affected, or are reasonably likely to materiallfeef, our internal controls over financial repogtin

ITEM 9B. OTHER INFORMATION

None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

Information required by Item 10 regarding nominaed directors appearing undgection of Directorsn our definitive proxy statement
for our 2007 annual shareholders meeting (the 230Xy Statement) is hereby incorporated hereirhtsyreference. Information regarding
our executive officers appears in Part I, Item thi§ Form 10-K under the headiggecutive Officers of the Registrarihformation regardin
the Audit Committee and the Audit Committee’s finah expert appearing undBoard Meetings and Committees—Audit Commitig¢be
2007 Proxy Statement is hereby incorporated hdxeitis reference.

Information appearing und&ection 16(a) Beneficial Ownership Reporting Coarglein the 2007 Proxy Statement is hereby
incorporated herein by this reference.

We have a written Code of Conduct and Ethics thpti@s to our principal executive officer, princifimancial officer and our principal
accounting officer and every other director, offia@d employee of United Therapeutics. The Codearfduct and Ethics is available on our
Internet website at http://www.unither.cam copy of the Code of Conduct and Ethics willgrevided free of charge by making a written
request and mailing it to our corporate headquadéices to the attention of Senior Vice Presidémtestor Relations. If any amendment to,
or a waiver from, a provision of the Code of Cortdarnd Ethics that applies to the principal exeautifficer, principal financial officer and
principal accounting officer is made, such inforimatwill be posted on our Internet websiteratw.unither.com

ITEM 11. EXECUTIVE COMPENSATION

Information concerning executive compensation nexgliby Item 11 appears undeompensation Disclosure and Analyisishe 2007
Proxy Statement and is hereby incorporated herethib reference.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS
The information regarding beneficial ownership af oapital stock required by Item 12 appears usésurity Ownership of Certain
Beneficial Owners and Managemin the 2007 Proxy Statement and is hereby incotpdrherein by this reference.
Securities Authorized for Issuance Under Equity Corpensation Plans

The following table presents information as of Draber 31, 2006 regarding our securities authoripedstuance under equity
compensation plans:

Number of securities remaining

Number of securities to be available for future issuance
under equity compensation
issued upon exercise of ~ Weighted average exercis plans (excluding securities
outstanding options price of outstanding options reflected in column (a)
Plan category (@ (b) (©
Equity compensation plan
approved by security holde 4,997,22: $47.14 8,014,93:
Equity compensation plans not
approved by security holde 711,69¢ $20.2¢ None
Total 5,708,92( $43.7¢ 8,014,93:
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We have one equity compensation plan approved &yrisg holders. In addition, prior to 2005, we gieohoptions to employees and
consultants outside of the plan approved by sgchaltders (non-plan options). Information regarding security holder approved plan and
the non-plan options is contained in Note 6 inXlndes to the Consolidated Financial Statemémnthis Annual Report. We do not have any
warrants or rights that are outstanding or avadldbt issuance as described in Regulation S-K R6(d). Securities issued pursuant to the
non-plan awards were made under standard agreegmmasally consistent with the form contained ifibits 10.22 and 10.38.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information concerning related party transactiomd director independence required by Item 13 appaaderCertain Relationships and
Related Transactions Director Independence and 8@uommitteein the 2007 Proxy Statement and is hereby incotpdrierein by this
reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this item, concerning thimpipal accounting fees paid by the Registrant thiedAudit Committee’s prapprova
policies and procedures, is incorporated by refexea the information undéndependent Auditoris the 2007 Proxy Statement and is hereby
incorporated by reference.
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ITEM 15.

(@) (1)

@) (2)

(@ (3)

Exhibit No.

PART IV
EXHIBITS, FINANCIAL STATEMENT SCHEDULES
Our financial statements filed as part of this repa Form 10-K are set forth in the Index to Cditsded Financial Statements
under Part Il, Item 8 of this Form -K.

The Schedule II—Valuation and Qualifying Accourgdiied as part of this Form 10-K. All other schiduare omitted because
they are not applicable or not required, or bec#luseequired information is included in the coidaied statements or notes
thereto.

Exhibits filed as a part of this Form-K:

Description

3.1

3.2

3.3

4.1
4.2

4.3

4.4

4.5

4.6

4.7

4.8

10.1**

10.2**

10.3**

Amended and Restated Certificate of Incorporatiotihhe Registrant, incorporated by reference to Bixl3.1 of the Registrant’s
Registration Statement on Forr-1 (Registration No. 3:-76409).

Amended and Restated Bylaws of the Registrantyparated by reference to Exhibit 3.2 of the Regisfls Registration
Statement on Form-1 (Registration No. 3:-76409).

Certificate of Designations, Preferences and RighBeries A Junior Participating Preferred Stankprporated by reference
Exhibit A to Exhibit 4 to the Registre’'s Current Report on Forn-K, filed December 18, 200i

Reference is made to Exhibits 3.1 and

Form of Purchase Agreement dated as of Decembér928, incorporated by reference to Exhibit 4.6haf Registrant’s
Registration Statement on forr-1 (Registration No. 3:--93853).

Registration Rights Agreement, dated as of Jun@@QJ0 by and between the Registrant and Toray tridasinc., incorporated
by reference to Exhibit 4.7 of the Regist’'s Registration Statement on Fori-3 (Registration No. 3:-40598).

Stock Option Grant issued on June 27, 2000 to Tbrdystries, Inc., incorporated by reference toikiti4.8 of the Registrarg’
Registration Statement on Forr-3 (Registration No. 3:-40598).

Form of Stock Purchase Agreement dated July 13) #@drporated by reference to Exhibit 99.2 of Registrant’s Current
Report on Form-K filed July 14, 2000

Rights Agreement, dated as of December 17, 2000deet Registrant and The Bank of New York, as Riglgfsnt,
incorporated by reference to Exhibit 4 of Regis's Form K dated December 18, 20C

Indenture, dated October 30, 2006, between Regtsirad The Bank of New York, as trustee (includimgn of 0.50%
Convertible Senior Note due October 15, 2011), ipomated by reference to Exhibit 4.1 of Registrsu@urrent Report on
Form &K filed October 30, 200¢

Resale Registration Rights Agreement, dated Oct8®e2006, between Registrant and Deutsche BankriBies Inc., as the
initial purchaser, incorporated by reference toigitt.2 of Registrars Current Report on Forn-K filed October 30, 200¢
Amended and Restated Equity Incentive Plan, inaated by reference to Exhibit 10.1 of the RegidtsaRegistration
Statement on Form-1 (Registration No. 3:-76409).

Executive Employment Agreement (as amended) dated April 2, 1999, between the Registrant and MarAA. Rothblatt,
incorporated by reference to Exhibit 10.3 of thgiR&an’s Registration Statement on Fori-1 (Registration No. 3:-76409).
Amendment dated December 21, 2000 to the Employsgrgement between the Registrant and Martine AhRatt, which
appears as Exhibit 10.5 to Registrant’s Quartedpdrt on Form 10-Q for the fiscal quarter endeddia&81, 2002, which
exhibit is incorporated herein by referen
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10.4**

10.5%*

10.6*

10.7*

10.8*

10.9*

10.10**

10.11**

10.12*

10.13**

10.14

10.15*

10.16

10.17

10.18

Employment Agreement dated June 16, 2001 betweeRegistrant and Paul A. Mahon, which appears a#ix.0.4 to
Registrant’s Quarterly Report on Form Q0for the fiscal quarter ended March 31, 2002, Whaghibit is incorporated herein
reference

Employment Agreement dated December 29, 2000 bettieeRegistrant and Ricardo A. Balda, which appaarExhibit 10.2
to Registrant’'s Quarterly Report on Form 10-Q fa fiscal quarter ended March 31, 2002, which ekfgbncorporated herein
by reference

Exclusive License Agreement dated as of Decemb&995, between the Registrant and an affiliatehafrfhacia & Upjohn
Company, incorporated by reference to Exhibit 1.8he Registrant’s Registration Statement on F8rh(Registration

No. 33:-76409).

Assignment Agreement dated as of January 31, 183W&een the Registrant and affiliates of Glaxo \@@etie Inc., incorporate
by reference to Exhibit 10.9 of the Regist’s Registration Statement on For-1 (Registration No. 3:-76409).
Cooperation and Strategic Alliance Agreement datedf September 3, 1997, between Registrant anivdihinc.,
incorporated by reference to Exhibit 10.10 of thegRtran’s Registration Statement on Fori-1 (Registration No. 3:-76409).
Exclusive License Agreement dated as of Septemhel @08, between the Registrant and Toray Indssthie., incorporated
by reference to Exhibit 10.11 of the Regist’'s Registration Statement on Forl-1 (Registration No. 3:-76409).
Employment Agreement dated January 3, 2000 bet#teeRegistrant and Fred T. Hadeed, which appedestaibit 10.6 to
Registrant’s Quarterly Report on Form QOfor the fiscal quarter ended March 31, 2002, Wheghibit is incorporated herein
reference

Amendment dated August 16, 2001 to the Employmemnedment between the Registrant and Fred T. Haddecdh appears
as Exhibit 10.7 to Registrant’s Quarterly Reportamm 10-Q for the fiscal quarter ended March 302 which exhibit is
incorporated herein by referen:

Exclusive License Agreement dated as of March 2991 between the Registrant and Toray Industmes, incorporated by
reference to Exhibit 10.14 of the Regist’s Registration Statement on For-1 (Registration No. 3:-76409).

Employment Agreement dated November 29, 2000 betwrez Registrant and Roger Jeffs, which appeakxhibit 10.9 to
Registrant’s Quarterly Report on Form 10-Qtfoz fiscal quarter ended March 31, 2002, which leikfs incorporated herein |
reference

Form of Indemnification Agreement between the Regig and each of its Directors, incorporated bgnence to Exhibit 10.19
of the Registral's Registration Statement on Fori-1 (Registration No. 3:-76409).

Guidelines to Govern the Strategic Activities, CevBlopment and Related Activities of the Partigedas of November 1,
1999, between the Registrant and MiniMed, Inc.oiporated by reference to Exhibit 10.20 of the Regnt's Amended
Registration Statement on Forr-1/A (Registration No. 33-93853).

Exclusive License Agreement dated as of June 2B) Petween the Registrant and Toray Industries, imcorporated by
reference to Exhibit 10.1 of the Regist’'s Registration Statement on Fori-3 (Registration No. 3:-40598).

Asset Purchase Agreement dated as of Decembef@8,&nong the Registrant, UTSC Sub Acquisition,, INedicomp, Inc.,
and Telemedical Procedures, LLC, incorporated Bsreece to Exhibit 2.1 of the Registrant’s Form Bldated February 1,
2001.

Asset Purchase Agreement dated as of Decembef@8,dmong the Registrant, UP Subsidiary Corporatiod Cooke
Pharma, Inc., incorporated by reference to Exl@ilditof the Registra’s Form -K/A dated February 1, 200
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10.19

10.20

10.21%**

10.22**

10.23**

10.24*

10.25**

10.26

10.27**

10.28

10.29

10.30

10.31

10.32

10.33*

Amendment No. 1 to Exclusive License Agreementaife as of December 3, 1996, made as of Octgl2002 by and
between Pharmacia & Upjohn Company and the Registrdich appears as Exhibit 10.25 to Registra@tsirterly Report on
Form 1(-Q for the fiscal quarter ended September 30, 2@0&h exhibit is incorporated herein by referer

Technical Services Agreement dated August 27, 2@d&een the Registrant and Kurzweil Technologies,, Which appears
Exhibit 10.26 to Registrant’s Quarterly Report @i 10-Q for the fiscal quarter ended SeptembefB02, which exhibit is
incorporated herein by referen:

Exclusive License Agreement dated April 17, 200&veen AltaRex Corp. and Unither Pharmaceuticatsibesidiary of the
Registrant, which appears as Exhibit 10.12 to Regiss Quarterly Report on Form 10-Q for the fisgpaarter ended June 30,
2002, which exhibit is incorporated herein by refare.

Standard Non-plan Option Award Agreement used hyidRent, incorporated by reference to Exhibit 8@ Registrant’s
Form 1(-K for the year ended December 31, 2C

Amendment to Employment Agreement dated Decembe?dd? between the Registrant and Roger Jeffsypocated by
reference to Exhibit 10.31 to the Regist’s Form 1K for the year ended December 31, 2C

Amendment to Employment Agreement dated Decembe2dd? between the Registrant and Fred Hadeedpiocded by
reference to Exhibit 10.32 to the Regist’s Form 1K for the year ended December 31, 2C

Amendment to Employment Agreement dated Decemhe2d2 between the Registrant and Paul Mahon, [racated by
reference to Exhibit 10.33 to the Regist’s Form 1K for the year ended December 31, 2C

Real Estate Purchase Agreement dated October 83,t80and between Unither Pharmaceuticals, Inc Mowtgomery
County, incorporated by reference to Exhibit 1a3#he Registra’s Form 1K for the year ended December 31, 2C
United Therapeutics Corporation Amended and Rebtatgiity Incentive Plan, as amended effective éepitember 24, 2004
incorporated by reference to Exhibit 10.1 to thgiR®an’s Form 1i-Q for the quarter ended September 30, 2

Lease Agreement dated as of June 28, 2004, byrandgaUnited Therapeutics Corporation and Wachowadlbpment
Corporation, incorporated by reference to ExhiBitl%f the Registra’s Form K filed on July 6, 2004

Assignment of Liquid Collateral Account dated J@8¢ 2004, by and among United Therapeutics Corjmoraind Wachovia
Development Corporation, incorporated by referendexhibit 99.2 of the Registre’s Form K filed on July 6, 2004
Ground Lease dated June 28, 2004, by and amongdJfiterapeutics Corporation and Wachovia Developi@erporation,
incorporated by reference to Exhibit 99.3 of thgiR&an’s Form K filed on July 6, 2004

Participation Agreement dated June 28, 2004, byaamong United Therapeutics Corporation, Wachoviadimment
Corporation, Various Other Banks and Financialitabns and Wachovia Bank, NA, incorporated byerefice to Exhibit 99.4
of the Registrar's Form K filed on July 6, 2004

Agency Agreement dated June 28, 2004, by and ardoitgd Therapeutics Corporation and Wachovia Dgualent
Corporation, incorporated by reference to ExhiBi5%of the Registra’s Form K filed on July 6, 2004

Amendment to Executive Employment Agreement betwdartine A. Rothblatt and United Therapeutics Cogpion, dated
April 2, 1999, as previously amended, incorpordtgdeference to Exhibit 10.1 of the Registrar'sra@-K filed on
December 29, 200:
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10.34**

10.35**

10.36**

10.37**

10.38**

10.39

10.40**

10.41**

10.42

10.43*

10.44**

10.45**

10.46

10.47
10.48
10.49**
12.1
21

23.1
311

Amendment to Employment Agreement between Rogés,Jeli.D. and United Therapeutics Corporation datedember 29,
2000, as previously amended, incorporated by reéeréo Exhibit 10.2 of the Registrar’'s Form 8-kefllon December 29,
2004.

Amendment to Employment Agreement between Fred ethdad United Therapeutics Corporation dated Jar8)&000, as
previously amended, incorporated by reference tulitx10.3 of the Registr’s Form K filed on December 29, 200
Amendment to Employment Agreement between Paul #&hdh and United Therapeutics Corporation dated 16n2001, as
previously amended, incorporated by reference tulitx10.4 of the Registr’s Form K filed on December 29, 200

Form of Employee Stock Option Award Agreement, ipovated by reference to Exhibit 10.1 of the Regis Form 8-K filed
on December 17, 200

Form of Non-Employee Stock Option Award Agreemémntprporated by reference to Exhibit 10.2 of thgiRear's Form 8-K
filed on December 17, 200

Turner Construction Contract, incorporated by refiee to Exhibits 99.1 and 99.2 of Registrant’'s @urReport on Form 8-K
filed March 17, 2005

United Therapeutics Corporation Supplemental ExeeRetirement Plan, incorporated by referencexoiliit 10.1 of
Registrar’'s Current Report on Forn-K filed May 4, 2006

Description of Registrant’s modified cash bonugéarriteria for 2006, incorporated by referenc®émgistrant’s Current
Report on Form-K filed June 26, 200¢

Stock Purchase Agreement, dated as of July 27,, 2@@@&een Registrant and Toray Industries, Incgriporated by reference
to Exhibit 10.1 of Registra’s Current Report on Forn-K filed July 27, 2006

Employment Agreement, dated August 2, 2006, betwledn Ferrari and Registrant, incorporated by esies to Exhibit 10.1
of Registrar’s Current Report on Forn-K filed August 4, 2006

Amendment, dated July 31, 2006, to amended Emplaygreement, dated November 29, 2000, between Refs, Ph.D.
and Registrant, incorporated by reference to ExAibi2 of Registra’s Current Report on Forn-K filed August 4, 2006
Amendment, dated July 31, 2006, to amended Employwgreement, dated June 16, 2001, between PadbhAon and
Registrant, incorporated by reference to ExhibiB1df Registrars Current Report on Forn-K filed August 4, 2006

First Amendment to Certain Operative Agreementtedi®day 16, 2006, between Wachovia Development @atmn and
Registrant, incorporated by reference to ExhibifLdf Registrant’s Quarterly Report on Form 10-@tfe fiscal quarter ended
June 30, 200¢

Confirmation, dated October 24, 2006, between bat8ank AG London and Registrant, incorporatedefgrence to
Exhibit 10.1 of Registra’s Current Report on Forn-K filed October 30, 200¢

Confirmation, dated October 24, 2006, between bat8ank AG London and Registrant, incorporatedefgrence to
Exhibit 10.2 of Registra’s Current Report on Forn-K filed October 30, 200¢

Amendment, dated December 28, 2006, to Employmgnmément, dated August 2, 2006, between John FarmaRegistrant,
incorporated by reference to Exhibit 10.1 of Regis’'s Current Report on Forn-K filed on December 29, 200
Computation of Earnings to Fixed Charg

Subsidiaries of the Registra

Consent of Ernst & Young LLP, Independent Registétablic Accounting Firn

Certification of Chief Executive Officer pursuantRule 13-14(a) of the Securities Exchange Act of 1¢
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31.2 Certification of Chief Financial Officer pursuaot Rule 13-14(a) of the Securities Exchange Act of 1¢
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002
32.2 Certification of Chief Financial Officer pursuant $ection 906 of the Sarba-Oxley Act of 2002

* Confidential treatment has been granted with resjpecertain portions of this exhibit pursuant t0l&k406 of the Securities Act of 1933,
as amended.

**  Designates management contracts and compensadios. pl

***  Confidential treatment has been granted with radperertain portions of this exhibit pursuant tol&24b-2 of the Securities Act of
1934.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, therely aluthorized.

UNITED THERAPEUTICS CORPORATIOI

By: /sl MARTINE A. ROTHBLATT
February 27, 2007 Martine A. Rothblatt, Ph.C
Chairman of the Board and Chief Executive Offi

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélpthe following persons on beh
of the registrant and in the capacities and ord#tes indicated.

Signatures Title_ Date
/sl MARTINE A. ROTHBLATT Chairman of the Board and February 27, 2007
Martine A Rothblat Chief Executive Officer
/sl ROGER A. JEFF. President, Chief Operating Officer February 27, 2007
Roger A. Jeffs and Director

/sl JOHN M. FERRAR Chief Financial Officer and Treasurer February 27, 2007
John M. Ferrar

/s CHRISTOPHER CAUSE' Director February 27, 2007

Christopher Cause

/sl RAYMOND DWEK Director February 27, 2007
Raymond Dwel

/sl R. PAUL GRAY Director February 27, 2007

R. Paul Gray
/sl RAYMOND KURZWEIL Director February 27, 2007

Raymond Kurzwei

/s CHRISTOPHER PATUSK" Director February 27, 2007
Christopher Patusk

/s/ LOUIS W. SULLIVAN Director February 27, 2007
Louis W. Sullivan
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Exhibit 12.1

United Therapeutics Corporation
Ratio of Earnings to Fixed Charges
(Unaudited)

Years Ended December 31

2006 2005 2004 2003 2002
(in thousands, except ratio’

$28,98. $ 42,89 $ 13,20¢ $(11,52€) $(18,009)

Earnings (losses) from continuing operations
before fixed charge
Fixed charge:

Interest expenses, net of capitalized inte $ 482 % 29 $ 3 $ 112 $ 117
Capitalized interes — — — — —
Portion of rentals representative of interest fa 1,172 — — — —
Total fixed charges 1,654 29 3 112 117
Ratio of earnings to fixed charges 17.52 1,479.0} 4,403.0( — —
Excess fixed charges over earnings $ — 3% — — $ 11,63 $ 18,12

NOTE: The Ratio of Earnings to Fixed Charges stidndl read in conjunction with the Consolidated Raial Statements and related Nc
and Management'’s Discussion and Analysis of Firsr@bndition and Results of Operations in Unite@rBipeutics Corporation’s Annual
Report on Form 10-K for the year ended Decembef3Q6.




Exhibit 21
SUBSIDIARIES OF THE REGISTRANT
Lung Rx, Inc., a Delaware Corporation
Unither Telmed, Ltd. (f/k/a Unither Telemediciner@ees Corporation), a Delaware Corporation*
Unither Pharmaceuticals, Inc., a Delaware Corponati
United Therapeutics Europe, Ltd., a United Kingddompany
Unither Pharma, Inc., a Delaware Corporation
Medicomp, Inc., a Delaware Corporation
Unither Nutriceuticals, Inc., a Delaware Corporatio
Unither.com, Inc., a Delaware Corporation
Lung Rx, Ltd, a United Kingdom Company
Unither Biotech Inc., a Canadian Company

* Doing business in Florida as Unither Telmed Corp.




Exhibit 23.1
Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference irféHewing Registration Statements:
(1) Registration Statement (Form S-3 No. 333-11869%)mifed Therapeutics Corporation,
(2) Registration Statement (Form S-8 No. 333-10816&ppeng to the United Therapeutics Corporationtgily Incentive Plan,
(3) Registration Statement (Form S-8 No. 333-56922ap@ng to the United Therapeutics Corporation’silgincentive Plan;

(4) Registration Statement (Form S-8 No. 333-95419%apeng to the United Therapeutics Corporation’sigincentive Plan;
and

(5) Registration Statement (Form S-3 No. 333-139631)rifed Therapeutics Corporation.

of our reports dated February 27, 2007, with ressfethe consolidated financial statements anddulieeof United Therapeutics Corporation,
United Therapeutics Corporation management’s asseg0f the effectiveness of internal control ofieancial reporting and the
effectiveness of internal control over financighoeting of United Therapeutics Corporation, inclddie this 2006 Annual Report (Form K)-
of United Therapeutics Corporation.

/sl Ernst & Young LLP

McLean, Virginia
February 27, 2007




Exhibit 31.1

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

I, Martine A. Rothblatt, certify that:
| have reviewed this annual report on Form 10-KJofted Therapeutics Corporation;
Based on my knowledge, this report does not corm@ajnuntrue statement of a material fact or om#itéade a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the per
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &dave:

1.
2.

a)

b)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during the registrant’s

most recent fiscal quarter (the registrant’s fodighal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent

functions):

a)

b)

All significant deficiencies and material weaknesigethe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the regisgfeaability to record, process, summarize and refiwancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the registrant’s
internal control over financial reporting.

Date: February 27, 2007

/sl MARTINE A. ROTHBLATT
By: Martine A. Rothblatt, Ph.C
Title: Chairman and Chief Executive Offic




Exhibit 31.2

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

I, John M. Ferrari, certify that:
| have reviewed this annual report on Form 10-KJofted Therapeutics Corporation;
Based on my knowledge, this report does not corm@ajnuntrue statement of a material fact or om#itéade a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the per
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &dave:

1.
2.

a)

b)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during the registrant’s

most recent fiscal quarter (the registrant’s fodighal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent

functions):

a)

b)

All significant deficiencies and material weaknesigethe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the regisgfeaability to record, process, summarize and refiwancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the registrant’s
internal control over financial reporting.

Date: February 27, 2007

/s/ JOHN M. FERRAR
By: John M. Ferrar
Title: Chief Financial Officer and Treasur:




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 Tapautics Corporation (the “Company”) on Form 10eKthe period ended December 31,
2006 as filed with the Securities and Exchange Csion (the “Report”), I, Martine A. Rothblatt, GfiiExecutive Officer of the Company,
certify, to the best of my knowledge, pursuant&ULS.C. Section 1350, as adopted pursuant tod®e@€6 of the Sarbanes-Oxley Act of
2002, that:

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

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

/sl MARTINE A. ROTHBLATT
Martine A. Rothblat

Chairman and Chief Executive Offic
United Therapeutics Corporatis
February 27, 200

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

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




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 Tapautics Corporation (the “Company”) on Form 10eKthe period ended December 31,
2006 as filed with the Securities and Exchange Cmsion (the “Report”)|, John M. Ferrari, Chief Financial Officer of t@@mpany, certify
to the best of my knowledge, pursuant to 18 U.S&&tion 1350, as adopted pursuant to Section 9@G&dbarbanes-Oxley Act of 2002, that:

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

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

/s/ JOHN M. FERRAR

John M. Ferrar

Chief Financial Officer and Treasurt
United Therapeutics Corporatis
February 27, 200

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

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




