QuickLinks-- Click here to rapidly navigate through this domnt

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

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

For the fiscal year ended December 31, 2007

OR

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

For the transition period from to

Commission file number 0-26301

United Therapeutics Corporation

(Exact Name of Registrant as Specified in Its Girrt

Delaware 52-198474¢
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organizatiol Identification No.)
1110 Spring Street, Silver Spring, MD 20910
(Address of Principal Executive Office (Zip Code)

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

Securities registered pursuant to Section 12(bh@fAct:

Title of each class Name of each exchange on which registere

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

Securities registered pursuant to Section 12(gh®fAct:

None
(Title of Class)

Indicate by check mark if the registrsna well-known seasoned issuer, as defined in Rdfeof the Securities Act. Ye& No O
Indicate by check mark if the registrsnhot required to file reports pursuant to Secfi@ror Section 15(d) of the Act. Ydd No X

Indicate by check mark whether the regist(1) has filed all reports required to be filgdSection 13 or 15(d) of the Securities Exchafgeof 1934 during the preceding 12 months
(or for such shorter period that the registrant veagiired to file such reports), and (2) has besdsjest to such filing requirements for the past@@s. Yeskx No O

Indicate by check mark if disclosure efidquent filers pursuant to ltem 405 of Regulati-K (§229.405 of this chapter) is not contained hrerand will not be contained, to the b



of registrant's knowledge, in definitive proxy afdrmation statements incorporated by referend®airt |1l of this Form 10-K or any amendment to theem 10-K. X

Indicate by check mark whether the regrstis a large accelerated filer, an accelerated & nonaccelerated filer, or a smaller reporting compa&@ge definitions of "large accelera
filer," "accelerated filer," and "smaller reportiogmpany” in Rule 12b-2 of the Exchange Act. (Chec&):

Large accelerated file& Accelerated filerdd Non-accelerated filed Smaller reporting companid
(Do not check if a smaller reporting
company)

Indicate by check mark whether the regittis a shell company (as defined in Rule 12ih#h®Act). YesO No &

The aggregate market value of the Com8tock held by non-affiliates of the registrant, dzhen the closing price on June 30, 2007, as regdny the NASDAQ National Market was
approximately $1,158,300,000.

The number of shares outstanding of the issuer's oumon stock, par value $0.01 per share, as of Febrna22, 2008, was 22,343,955

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant's definitivexy statement for the registrant's 2008 annualimgef shareholders are incorporated by refereméart Ill of this Form 10-K.




PART I
Iltem 1.
Iltem 1A.
Item 1B.
Iltem 2.
Iltem 3.
Item 4.

PART II
Item 5.
Iltem 6.
Iltem 7.
Item 7A.
Item 8.
Iltem 9.
Iltem 9A.
Iltem 9B.

PART Il
Item 10.
Item 11.
Iltem 12.
Iltem 13.
Iltem 14.

PART IV
Item 15.

SIGNATURES

EXHIBITS
EX-10.45
EX-12.1
EX-21
EX-23.1
EX-31.1
EX-31.2
EX-32.1
EX-32.2

TABLE OF CONTENTS

Business

Risk Factors

Unresolved Staff Commen

Properties

Legal Proceeding

Submission of Matters to a Vote of Security Holc

Market for Registrant's Common Equity, Related Bhotder Matters and Issuer Purchases of Equity @&s.
Selected Financial Da

Management's Discussion and Analysis of Financtaddtion and Results of Operatio

Quantitative and Qualitative Disclosure About MadrRésk

Financial Statements and Supplementary [

Changes In and Disagreements With Accountants @oudding and Financial Disclosu

Controls and Procedur

Other Informatior

Directors, Executive Officers and Corporate Goveoe

Executive Compensatic

Security Ownership of Certain Beneficial Owners dahagement and Related Stockholder Ma
Certain Relationships and Related TransactionsDarettor Independenc

Principal Accounting Fees and Servi

Exhibits, Financial Statement Schedt

Distribution Agreement dated March 20, 2000, betwRegistrant and Accredo Therapeutics, Inc., andetd
Computation of Earnings to Fixed Char

Subsidiaries of the Registre

Consent of Ernst & Young LLP, Independent Registdtablic Accounting Firn

Rule 13i-14(a) Certification of CEC(

Rule 13i-14(a) Certification of CF(

Section 1350 Certification of CE

Section 1350 Certification of CF

28
45
46
46
46

74
74

75

75

76

8C




PART I
ITEM 1. BUSINESS

We are a biotechnology company focusedcherdevelopment and commercialization of unique petalto address the unmet medical
needs of patients with chronic and life-threatendagdiovascular and infectious diseases and cancer.

Our key therapeutic platforms are:

. Prostacyclin Analogswhich are stable synthetic forms of prostacydimjmportant molecule produced by the body that ha
powerful effects on blood vessel health and fumctidur lead prostacyclin analog is Remodulin® eptostinilbased compour
for the treatment of cardiovascular disease. Refiro(veprostinil sodium) Injection, has been apgd by the U.S. Food and
Drug Administration (FDA) for the treatment of pudmary arterial hypertension (PAH) in patients witbw York Heart
Association (NYHA) Class II-IV (moderate to sevesgnptoms to diminish symptoms associated withaser and in other
countries for similar use, and in most of Europetti@ treatment of NYHA Class Il patients withagiathic or familial PAH.
Our inhaled and oral formulations of treprostini @n the later stages of development. We areddseloping Beraprost-MR,
another prostacyclin analog, for the treatmentanfiiovascular disease;

. Glycobiology Antiviral Agent, which are a class of small molecules that hawsvelpromise against a broad range of viru
such as hepatitis C; and

. Monoclonal Antibodieswhich are antibodies that activate patients' imensystems to treat cancer. This platform includes
3F8 and 8H9 murine antibodies, which are being lipea for the treatment of neuroblastoma and nmegiadirain cancer,
respectively.

We devote most of our resources to devafpproducts within these three therapeutic platboiviie also devote resources to the
commercialization and further development of telditiee products and services, principally for tle¢edtion of cardiac arrhythmias.

We generate revenues from sales of Remydelemedicine products and services and, unfitedeber 2007, from the sale of arginine
products. We field a sales and marketing orgarinatiat supports the commercial availability of Relulin in the United States, Canada,
Europe and other countries, aided by specialtymheaeutical distributors.

United Therapeutics was incorporated inalre in June 1996. Our principal executive offigeslocated at 1110 Spring Street, Silver
Spring, Maryland 20910.




United Therapeutics' Products
Our Products

Our product portfolio includes the followimas of December 31, 2007:

Product Mode of Delivery Indication/Market Current Status Our Territory
Remodulin Continuous Pulmonary arterial hypertension Commerciahia .S., most of the Worldwide
subcutaneous European Union, Canada, Israel,
Australia, Mexico, Argentina and
Peru*
Remodulin Continuous Pulmonary arterial hypertension Commercial in the U.S., Canada, Worldwide
intravenous Israel, Mexico, Argentina and Peru.

European reviews are ongoi

CardioPAL®SAVI and Decipher Cardic Telemedicine Cardiac arrhythmias and ischemic heart Commercial Worldwide
Monitors disease

Inhaled Treprostini Inhaled Pulmonary arterial hypertensi Phase IlI Worldwide
Oral Treprostinil Oral Pulmonary arterial hypertensi Phase IlI Worldwide
Remodulin Intravenous Improved transplant outcon Phase IlI Worldwide
Berapros—MR Oral Pulmonary arterial hypertensi Phase || North America/Europt
3F8 MAb Intravenous Neuroblastomi Phase || Worldwide
Oral Treprostinil Oral Peripheral vascular disea Phase || Worldwide
CardioPAL SAVI Wireless Cardiac Eve Telemedicine Cardiac arrhythmias and ischemic heart Phase Il Worldwide
Monitors diseast

Miglustat Oral Hepatitis C Phase Worldwide
Inhaled Treprostini Inhaled Idiopathic pulmonary fibrosi Phase Worldwide
Inhaled Treprostinil with AERx Esser® Inhaled Pulmonary arterial hypertensi Phase Worldwide
8H9 MADb Intravenous Metastatic brain canct Phase Worldwide
Glycobiology Antiviral Agents Oral Hepatitis C and other infectious disea  Pre-Clinical Worldwide

* We have obtained approval in 23 member countri¢eeoEuropean Union (Austria, Belgium, Czech RejpuBlenmark, Estonia, France, Germany, Greeceancklitaly,

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




Products to Treat Cardiovascular Disea
Remodulin

Our lead product for treating PAH is Remlgd(treprostinil sodium) Injection, the main inglient of which is treprostinil sodium, a
prostacyclin analog. We sell Remodulin to our distiors in the United States at a discount fronaegrage wholesale price recommended by
us, and to our international distributors at adfanprice set by us. We earned approximately 60llion, $152.5 million and $109.2 million
of revenues, representing 95%, 96% and 94% ofatal tevenues from sales of Remodulin in 2007, 28462005, respectively. We obtained
worldwide rights for all indications to Remodulirom GlaxoSmithKline PLC (formerly Glaxo Wellcomegcl) in January 1997 and from
Pfizer, Inc. (formerly Pharmacia & Upjohn CompaityDecember 1996. In May 2002, Remodulin was apgiddwy the FDA as a continuous
subcutaneous (under the skin) infusion for thetineat of PAH in patients with NYHA Class II-IV (medate to severe) symptoms. In
November 2004, our FDA approval was expanded tmpeontinuous intravenous (through a vein or gitarfusion in patients who cann
tolerate subcutaneous infusion. In March 2006 /D& approval was further expanded to allow pati¢atsansition to Remodulin from
Flolan® (epoprostenol), the first FDA-approved paggclin for PAH. Remodulin is also approved a®atinuous subcutaneous infusion
treatment for various forms of PAH in 33 counttlesoughout the world, and as a continuous intrausrninfusion treatment for various forms
of PAH in Canada, Israel, Mexico, Peru and Argemtiéipplications for approval for both subcutaneand intravenous Remodulin infusion
under review in many other countries. In additie, are continuing to work on expanding commercéion to new territories such as Japan
and South Korea.

PAH is a life-threatening vascular diseise affects the blood vessels in the lungs, knawithe pulmonary blood vessels, which
increases blood pressure in the artery betweehehg and the lungs known as the pulmonary arfy is characterized by the degradation
of the blood vessel wall lining, the aggregatiorplaitelets and the disruption of smooth musclefoelttion. These conditions cause blockages
and affect the ability of the blood vessels totdiland then constrict as blood flows to the lufide resulting elevated pulmonary blood
pressure increases strain on the right side dfi¢laet as it tries to pump blood to the lungs. #smated that PAH affects between 100,000 anc
200,000 individuals worldwide. In recent yearsaagreness of PAH has grown, we have seen an ircieéise number of people diagnosed
with the disease. However, because of the rarefdd8H and the complexities of diagnosing it, oalgmall fraction of these people are being
treated. Many organizations are conducting researdevelop easier, less invasive methods to disgRAH. If this research is successful,
more patients could be diagnosed at an earlieestag

The complexity of diagnosing PAH is duegpart to the current uncertainties surrounding ti@agy and pathophysiology of the conditi
Currently, treatment of PAH focuses on three dggtmolecular pathways that have been implicatatiéndisease process. These are the
endothelin pathway, the nitric oxide pathway, dma prostacyclin pathway. Patients with PAH havenl&®wn to have elevated levels of
endothelin, a naturally occurring substance inttbay that causes constriction of the pulmonary dleessels. Therefore, one established
therapeutic approach has been to block the acfiendothelin with drugs that are known as endothedceptor antagonists. Patients with PAH
have also been shown to have reduced levels a@rtigme responsible for producing nitric oxide (N®)aturally occurring substance in the
body that has the effect of relaxing pulmonary digessels. NO produces this effect by increasitrgdellular levels of an intermediary kno
as cGMP in cells. Therefore, another establishethffeutic approach has been to inhibit the degmadaf cGMP, using drugs that are termed
phosphodiesterase 5 (PDEDS) inhibitors. Finallyigras with PAH have been shown to have reduceddefeprostacyclin, a naturally occurri
substance that has the effect of relaxing the poanoblood vessels, preventing platelet aggregatind inhibiting the proliferation of smooth
muscle cells in pulmonary vessels. Therefore, dthgsmimic the action of prostacyclin, termed pacgclin analogs, are also established F
treatments. Because any or all of these three




pathways may be operative in a patient, these ttlemses of drugs are used alone or in combin&didmreat patients with PAH.

A long-term outcome study published in Eheopean Respiratory Journélol. 28, Number 6; December 2006) demonstratedangxl
survival with Remodulin therapy when compared tedgcted survival (NIH registry formula) over a feygar period. One-, two-, three- and
four-year survival was 87%, 78%, 71%, and 68%,@eBpely, for all 860 patients (including 130 patie who received combination therapy)
and 88%, 79%, 73%, and 70%, respectively, for ptgieeceiving only treprostinil monotherapy (73@igats). In patients with idiopathic PAH
for whom baseline hemodynamics were available (g8&nts), survival was 91%, 82%, 76%, and 72%eaty 1-4, respectively. This
compares to respective predicted survival estimalt€9%, 56%, 46%, and 38% over the four-year gkbased on the NIH registry formula.

Flolan, the first FDA-approved synthetiogtacyclin for PAH, is delivered continuously byeternal pump through a surgically
implanted intravenous catheter. Flolan is apprdeedhe treatment of patients with certain subsétate-stage PAH. We believe Remodulin
provides patients with a less invasive alternatiivElolan. In contrast to Flolan, Remodulin is $adt room temperature and lasts significantly
longer inside the human body. These attributesvallts safer and more convenient delivery of Remuodtd patients. Unlike Flolan, Remodu
can be delivered by subcutaneous infusion withgepsized microinfusion device. Subcutaneous delivéfiRemodulin also eliminates the ri
of central venous catheter infection and relatesphialization associated with an IV infusion. Remlids extended presence in the body may
also reduce the risk of rebound PAH, and possibbtld, if treatment is abruptly interrupted. Thésity of Remodulin also allows it to be
packaged as an aqueous solution, eliminating thd fo patients to mix the drug one or more timesheday, as is required with Flolan.
Treprostinil, the active ingredient of Remodulig highly soluble in an aqueous solution and theesfemodulin can be manufactured at hiy
concentrated solutions. This allows therapeuticeatrations of Remodulin to be delivered at lowfl@tes via miniaturized infusion pumps
for both subcutaneous and intravenous infusiontly,aemodulin does not require the patient to cardusly keep the drug cool even during
infusion. This eliminates the need for cooling pRok refrigeration to keep it stable, as is reqliréth Flolan due to Flolan's chemical
instability at room temperature.

There are noteworthy adverse events agsdarth Remodulin infusion. When infused subcutarsty, Remodulin causes infusion site
pain and reaction in most patients to varying degir®atients who cannot tolerate subcutaneous Réimaday instead use it intravenously.
Intravenous Remodulin is delivered continuoushabyexternal pump through a surgically implantedregwenous catheter, similar to Flolan.
When delivered intravenously, Remodulin bears isleaf a bloodstream infection known as sepsisiaes Flolan, but it does not require
cooling packs or refrigeration and can be contislpinfused for up to 48 hours before refilling théusion pump, unlike Flolan which must
mixed and refilled every 24 hours.

FDA Review of Subcutaneous Remodulin

In March 2000, we completed an internatipremdomized, placebo-controlled, doulbliéd study of subcutaneous Remodulin involvir
total of 470 patients with PAH. Half of the patiemeceived Remodulin subcutaneously for 12 week#gwhe other half received a placebo.
The study data showed that patients who receivexd@elin had significant improvement in importaribdal endpoints, including a compo:
index that measured exercise capacity and shortridseath, cardiopulmonary hemodynamics and irstges and symptoms of the disease.
Based on the favorable results of this study, veslfa New Drug Application with the FDA in late ZDOn May 2002, the FDA approved
Remodulin, under Subpart H regulations, as a coatia subcutaneous infusion for the treatment of RAphatients with NYHA class II-1V
symptoms (with class IV representing the most




severely ill patients) to diminish symptoms assteelavith exercise. Remodulin may be prescribedfiolypes of PAH and is the only PAH
treatment approved for NYHA class Il, Il and |Vtjzants.

FDA Review of Intravenous Remodulin

In July 2003, the FDA accepted our Invetimnal New Drug Application for the developmentRémodulin by intravenous delivery for
the treatment of PAH. A bioequivalence study inwméers was performed in late 2003, which estaddighat intravenous and subcutaneous
Remodulin are bioequivalent (meaning that bothesuwif infusion result in comparable levels of Redlimdin the blood). In addition, animal
toxicology studies were completed and indicatedl ttere were no additional safety concerns asstiatth chronic intravenous infusion.

On January 30, 2004, a supplemental Nevg Bypplication was filed with the FDA to request apyal for intravenous use of Remodulin
for PAH. On November 24, 2004, based on data ashaiy intravenous Remodulin's bioequivalence hth previously approved
subcutaneous administration of Remodulin, the Fppraved the intravenous use of Remodulin for thraseable to tolerate subcutaneous
infusion.

Results in a prospective open-label stagprted in January 2007 demonstrate that rapigitian from intravenous Flolan to intravenous
Remodulin was achieved in 12 PAH patients with eidosis adverse events and baseline clinical stetissmaintained over 12 weeks. The
patients were transitioned from Flolan to intravem&®emodulin by a direct switch from a Flolan matlan cassette to a Remodulin medica
cassette. Rapid transition to Remodulin was ackiigvitghout serious adverse events. All patients rggbfewer prostacyclimelated side effec
with Remodulin and remained on Remodulin after gimmpletion. The study demonstrated that stalieqts with PAH can be safely
transitioned from Flolan to intravenous Remodulimg a rapid switch protocol.

Although intravenous Remodulin does notspas all the safety and convenience benefits ausabeous Remodulin, it has one important
advantage: it eliminates infusion site pain andatiea, a common side effect of subcutaneous Renmddbny patients are unsuccessful in
managing such infusion site pain even when usimgjaMe pain management techniques. IntravenousoRelin has many beneficial
characteristics that differentiate it from intraees Flolan. As intravenous Remodulin does not requfrigeration, it serves as an alternativ
Flolan which must be continuously refrigerated,rewhile being administered to a patient by contimimfusion. Furthermore, Remodulin
remains active for a few hours, whereas Flolarighliz unstable and only remains active in the bfmya few minutes. Because Remodulin
remains active longer, it may reduce the risk bbtend PAH, a severe recurrence of the diseaseinabe of inadvertent therapy interruption.
Intravenous Remodulin can be infused continuoustyup to 48 hours while Flolan can only be infugad?4 hours. This allows patients to r
medication solutions every other day as opposelaily. Also, because Remodulin can be made in flighhcentrated solutions, a wide variety
of pump options, including miniaturized pumps, \isitable to patients.

In February 2007, the Scientific Leadergbgnmittee (SLC) of the Pulmonary Hypertension A&sion announced new guidance rele
to the treatment of PAH patients on long-term wrzous therapy. The SLC guidance was issued imnsgpto the release of a slide
presentation prepared by researchers with the Ce8ters for Disease Control and Prevention (CD@)led " Bloodstream infections among
patients treated with intravenous epoprostenol erichvenous treprostinil for pulmonary arterial hggiension, United States 2(—2006".
These slides accompanied a presentation to theaBdQvere subsequently published in the March 27 2i38ue of the CDCWlorbidity and
Mortality Weekly Repol. The slides and report were prepared in connegtiima CDC retrospective inquiry at seven ceniets a report of
increased blood stream infections (sepsis), paatiyugram-negative blood stream infections, amBidd patients treated with intravenous
Remodulin as compared to intravenous Flolan. The §lidance statement noted that the CDC obsenstiene
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hypothesis-generating and did not permit definitvepecific conclusions. The SLC reminded physisiaf the need to be aware of the range
of possible gram negative and gram positive inéertiorganisms in patients with long-term centréthegers and to treat them appropriately.
The risk of sepsis is already noted in the Remaodudickage insert. In February 2008, the FDA revisedRemodulin package insert to more
fully describe the associated infection risk angdrapriate techniques to be practiced when prepainthadministering Remodulin
intravenously.

International Regulatory Review of Subcutaneouslatrdvenous Remodulin

Remodulin for subcutaneous use is appraveduntries throughout the world. We used the ralutecognition process to obtain approval
of subcutaneous Remodulin from European Union memdentries. The mutual recognition process is dieaed in detail in the section entitl
Government Regulatidpelow. The mutual recognition process for subcuaasdRemodulin was completed in August 2005, witkitpe
decisions received from most European Union coesitiiVe withdrew our applications in Ireland, Spaid the United Kingdom following a
request for additional documentation from thesentées. We anticipate resubmitting these applicettifollowing intravenous Remodulin
approval in Europe. Licenses and pricing approkialee been received in most European Union countrieddition, we have submitted a
variation of the license for approval of intraveadRemodulin in the European Union through the mug@ognition process, as we are requ
to follow the same approval process used for thpeay@l of subcutaneous Remodulin. The license tiaridor intravenous Remodulin is
currently under review by the host nation, Framd@ch has notified us that it is not satisfied witie filing we have made. We will work to
address these concerns and believe that we wititealty receive commercial approval for intraven®emodulin in at least some European
countries. In the meantime, we will continue td falit not market) Remodulin in European Union doies where we are not approved under
the named-patient system, which allows us to imRerhodulin into European Union countries for saladspitals for use in treating
specifically identified patients.

Sales and Marketing

Our marketing strategy for Remodulin relig®n our dedicated sales and marketing team toagelthe prescriber community and to re
patients suffering from PAH. The sales and markgeté&am consisted of approximately 65 employeed Beoember 31, 2007, up from
approximately 20 employees as of December 31, 2006 further growth expected in 2008. Our markgtieam is divided into two
approximately equal groups. The first group is ity responsible for national and large regionaldical practice accounts currently
prescribing Remodulin. The second group is prigagkponsible for the smaller, local, communityeated medical practices not currently
prescribing Remodulin. Additionally, we rely on sfaty pharmacy distributors to handle physiciad a@atient requests for Remodulin on a
non-exclusive basis in the United States. For &ttt information, see the section entitdmestic Distribution Agreemerttglow. These
specialty distributors are experienced in all aspetchronic therapies, including patient care,ghle and distribution of medicines and
reimbursement from insurance companies and othearpaOutside of the United States, we have eniatedxclusive distributor agreements
covering most of Europe, South America, parts daAsd Israel. Sales in Canada are currently cdedumder the management of our wholly-
owned subsidiary, Unither Biotech Inc., throughatianal specialty pharmaceutical wholesaler. Wenaneking with our current distributors to
expand Remodulin sales into other countries in Wwitey have distribution rights.

Domestic Distribution of Remodulin

To provide for marketing, promotion andtdizition of subcutaneous and intravenous Remodaulthe United States, we entered into
non-exclusive distribution agreements with Curg8cinc. (a




wholly-owned subsidiary of Express Scripts, Inornierly Priority Healthcare Corporation), Accredoefapeutics, Inc. (a wholly-owned
subsidiary of Medco Health Solutions, Inc.), andedaark, Inc. (a wholly-owned subsidiary of CVS Cangttion). Effective January 1, 2007,
Accredo also became the exclusive U.S. distribistioFlolan. Our distributors are responsible fogisting patients with obtaining
reimbursement for the cost of Remodulin therapy@modiding other support services. Under our disttion agreements, we sell Remodulin to
our distributors at a discount from an average eale price recommended by us. These agreemenidgfor automatic renewal for
additional two-year periods, in the case of Curgficand one-year periods in the case of AccredbGaremark, unless either party to the
agreements provides notice of termination. Duehtinges in the regulatory environment, i.e., chaing#se regulatory requirements, from til

to time we update the contracts with our distrilbsitdlone of the changes have had or are expecteavoa significant impact on our
operations or relationships with these distributassthese changes tend to be in the ordinary eaifrsusiness. In addition, none of our current
agreements contain the distribution rights for latlaor oral treprostinil in the United States.Hése distributor agreements expire or terminate,
we may, under certain circumstances, be requireepiorchase unsold Remodulin inventory held bydik&ibutors. We have also established a
patient assistance program in the United Stateghwdrovides qualified uninsured or underinsuretigoaés with Remodulin at no charge.

International Distribution of Remodulin

We currently sell Remodulin to six distribrs who have distribution rights for subcutaneand intravenous Remodulin in European
Union countries, other non-European Union counti$msith America, and Israel. In the European mankétere we are not licensed, we sell
(but do not market) Remodulin under the named-patigstem in which patients typically are approf@ctherapy on a case by case review by
a national medical review board. We are workingegpanding our sales of subcutaneous and intraveRenmdulin into new territories
outside of the United States through our existiistrihutors and new distributors. In March 2007, evered into a distributor agreement with
Mochida Pharmaceutical Co., Ltd. (Mochida) to esotaly distribute subcutaneous and intravenous Rietimoin Japan. In addition, Grupo
Ferrer Internacional, S.A. (Grupo Ferrer) has kasgtively working toward commencing commercial saERemodulin in Taiwan and South
Korea, territories to which Grupo Ferrer was grdmtistribution rights. However, certain countrilse Japan, may require that new clinical
trials, called bridging trials, be conducted in@rtb show the efficacy and safety of a drug inrthatient population. Commercial sales in such
countries could therefore be several years fronizegaon.

Inhaled Treprostinil

We are working to develop an inhaled foratioh of treprostinil for the treatment of PAH. Ing 2004 and 2005, independent clinical
investigators in Europe and the United States pexéd small uncontrolled trials of inhaled formuteus of treprostinil in patients with PAH. In
April 2004, the European Medicines Agency grantggzhan designation for inhaled treprostinil for theatment of both PAH and chronic
thromboembolic pulmonary hypertension. If inhalexptostinil is approved by the FDA for the treattnehPAH, it will most likely be covered
in the United States under the remaining orphag dxclusivity applicable to Remodulin. This perimidorphan drug exclusivity expires on
May 21, 2009. If we obtain a separate orphan desgjgmhation for inhaled treprostinil for the treatthef PAH and we demonstrate that inhaled
treprostinil is clinically superior to Remodulimein we may obtain a seven-year period of orphag exalusivity for inhaled treprostinil that
will begin upon the approval of our New Drug Apjaliion.




In June 2005, our wholly-owned subsididyng Rx, Inc., commenced a 12-week, randomizedblgeblind, placebo-controlled Phase |l
trial of inhaled treprostinil in patients with PAlho are also being treated and were optimized Witettleer®, an oral endothelin antagonist
marketed by Actelion Ltd. During the 12-week trightients were administered inhaled treprostinplacebo in four daily inhalation sessions
with a maximum dose of approximately 45 microgramessession. The primary endpoint of the trial espeak six minute walk (6MW)
distance improvement test, which is a typical bematk test of cardiovascular health. This trial, ORIPH-1 (TR eprostinil Sodium
nhalationU sed in theM anagement o ulmonary ArteriaH ypertension), was conducted at approximately 3éeceiin the United States and
Europe. In May 2006, the FDA agreed to also petinaitinclusion in the trial of PAH patients who wateo being treated with and optimized
on Revatio®, an oral PDE-inhibitor marketed by Pfizer, Inc. The FDA alggreed to expand the trial size to at least 20G:ptdj and to pern
an interim efficacy assessment after 150 patiesmtisdompleted the trial. We did not conduct therimeefficacy assessment.

In November 2007, we announced the cormgiedf our TRIUMPHA trial. The study population consisted of 235 guats. The majority ¢
patients were classified as New York Heart AssamiafNYHA) Class Il (98%). Patients in the triakwne affected by PAH of varied etiologies,
including idiopathic or familial PAH (~55%), collag vascular disease associated PAH (~35%), anddAbkiated with HIV, anorexigens
(appetite suppressants) or other associated conslif~10%). Mean baseline walk distance was apprately 350 meters.

The primary efficacy endpoint of the tieds the 6MW distance at 12 weeks measured at pgaisere, defined by the trial protocol as
10-60 minutes after inhalation of treprostinil,atale to baseline. Preliminary analysis of the TRIRH-1 results demonstrated an improverr
in median 6MW distance by approximately 20 metprg(0006, using the Hodges-Lehmann estimate angpaametric analysis of
covariance in accordance with the trial's ppecified statistical analysis plan), in patiertseiving treprostinil as compared to patients réng
placebo.

At trough exposure, which was defined kg tittal protocol as a minimum of four hours aftemalation of treprostinil, the treatmergiatec
change in 6MW distance at week 12 relative to asetas also significantly improved, with an incsean median 6MW distance of
approximately 14 meters (p<0.01). Additionally, 6MW distance at week 6 relative to baseline wgsicantly improved, with an increase
median 6MW distance of approximately 18 meters (p&05).

Preliminary analysis of other secondarypaniats, including change in Borg Dyspnea Scalegafshortness of breath test), NYHA
functional class, time to clinical worsening (asimied by death, transplant, the need for atriategtpmy (surgical opening of the septum),
hospitalization due to PAH, or initiation of anotlaproved PAH therapy), and the 6MW distanceeattinent day one, did not differ
significantly between the inhaled treprostinil gidcebo groups (p>0.05). Analysis of two remairsegondary endpoints, quality of life and
signs and symptoms of disease (composite meassim@)going.

Inhaled treprostinil was generally welldadted in the trial and adverse events appeared similar to those previously reported for
treprostinil or due to administration by inhalatidine most common adverse events seen in thenteia transient cough, headache, nausea,
dizziness and flushing. Detailed analysis of thgoreed adverse events is ongoing. All patienth@ttial had the option to continue receiving
inhaled treprostinil in an open-label continuatgindy after completion of the 12-week study periofithe 212 patients who completed the 12-
week study period, approximately 200 patients ect¢he opedabel continuation study. Approximately 160 patgate currently being treat
with inhaled treprostinil, with the longest duratiof treatment exceeding two years. Further rexdad analysis of the TRIUMPH-1 results are
ongoing. Full data from TRIUMPH-1 is expected topgesented at the American Thoracic Society medtimfgay 2008 and is also expected to
be available through the publication of peer-rexde\journal articles.
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FDA approval for inhaled treprostinil wile sought by filing a New Drug Application (NDA)h& Optineb@inhalation device will also t
submitted for approval as part of this filing. Q@b is the ultra-sonic nebulizer that was useadninistration of inhaled treprostinil in the
TRIUMPH-1 trial. Optineb is manufactured by NEBU-CTHnternational Med Products Eike Kern GmbH. (NEBBE), a German company.
Optineb is approved in Germany and in other Euromeaintries, but is not yet approved in the UniB¢ates.

This is the first time we have submittedramalation device for FDA approval. Since we dé manufacture the Optineb device, we rely
on NEBU-TEC for certain design, mechanical, operal and study information needed for the filinge \&fe actively working with NEBU-
TEC to obtain information necessary to completeaihyglication. We expect to file the NDA and the laggtion for approval of the Optineb
device by mid-2008. FDA review of the NDA generatikes 10 months. We plan on filing for approvatha European Union using the
centralized filing process by the end of 2008. Beesection entitle@Government Regulatidmelow for further details.

Currently, the only FDA approved inhaledgiacyclin analog is Ventavis®. Ventavis is markdig Actelion Ltd in the United States and
by Schering AG in Europe. Ventavis' active ingredidoprost, has a half-life of approximately 2030 minutes and lacks selectivity to the
lungs. The lack of lung selectivity can cause gdnoa patient's blood pressure if the drug is ddee high. As a result, Ventavis is generally
administered six to nine times per day using a limdu Each session on the nebulizer requires naatis inhalation of the drug for 4 to 10
minutes. Due to the longer half-life of treprodtemd its greater selectivity to the lungs, trefirolscan be inhaled with a nebulizer for about
one minute, taking six to nine breaths per ses$om,times a day.

The inhalation device market is ever-chaggvith smaller devices being developed conculyenith the discovery of new technologies.
We are interested in new technologies that woultbkna more efficient and convenient means of aidieiring inhaled treprostinil to patients.
For this reason, in August 2007, our wholly-ownedssdiary, Lung Rx Inc., entered into an excludigense, development and
commercialization agreement with Aradigm Corpomaifdradigm) for the rights to manufacture, devedo commercialize its AERx
Essence® device, a pulmonary drug delivery systemyse as a next-generation metered-dose inhatleiinhaled treprostinil.

UT-15C Sustained Release (Oral Treprostinil)

We are developing an oral formulation eprostinil, treprostinil diethanolamine, which is@vel salt form of treprostinil. During 2004,
we completed studies of various formulations gbttostinil diethanolamine in healthy volunteers. &hsn these studies, a formulation was
selected that uses technology licensed from SupdPharmaceuticals, Inc. (Supernus), to providadistained release of treprostinil in tablets.
The coating technology, which is resistant to bdingken down by the body's digestive system, allfiwsreprostinil to be released into the
body through an extremely small hole that is ladrdled into the coating of each tablet. This teclogy releases the treprostinil at a relatively
even rate over a controllable period of time. 1020a Phase | study of normal volunteers demoestridiat the formulation and coating
provided sustained blood concentrations of treprib$or 8 to 10 hours following a single oral dodghis duration may allow for twice daily
dosing. In July 2005, the European Medicines Agearayounced that oral treprostinil had been graatptan product status in the European
Union. If we obtain a separate orphan drug designdior oral treprostinil for the treatment of PAtid we demonstrate that oral treprostinil is
clinically superior to Remodulin, then we may ohtaiseven-year period of orphan drug exclusivityoi@l treprostinil that will begin upon the
approval of our New Drug Application. Drugs wittpban status generally receive accelerated revieappfoval applications and may receive
longer periods of protection against competitianfrgeneric drugs.
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Two multi-national, placebo-controlled dtial trials of oral treprostinil in patients withAPl commenced in October 2006. These are
Phase Il trials in which both dosing and efficarg being studied. The FREEDOM-C trial is avl€ek study of up to 300 patients currently
approved background therapy using a PDES5 inhib#toch as Revatio, or an endothelin antagonist, aacfracleer, or a combination of both,
with a possible interim assessment at 150 patidhies.FREEDOM-M trial is a 12-week study of up tdl#atients, who are not on any
background therapy, with a possible interim assessiat 90 patients. We do not expect to conducintieeim efficacy assessment available in
either trial. Both trials are being conducted giragimately 60 centers throughout the United Statesthe rest of the world. During these
trials, patients are administered oral treprostiniplacebo twice a day. The dosage begins at fwicg daily for both trials, the maximum dose
is set at 16 mg twice daily for the FREEDOM-C t@ald 12 mg twice daily for the FREEDOM-M trial, ledson symptomatic benefit and
tolerability. The primary endpoint of the trialtise 6MW test in which the distance a patient watksix minutes on a treadmill is measured at
the start of the trial and at additional pre-sgedifpoints in time during the trial in order to eetany improvement in the distance the patient is
able to walk over the course of the trial.

We commenced the trials using a 1 mg tablgtduring the opetabel extension trial discovered that the absomptade of treprostinil we
higher in diseased patients than in healthy indigig. The difference in absorption rate led to mler of discontinuations from the trials du
patients suffering from tolerability-related sidéeets, including nausea, jaw-pain and headachéseadose was increased. As a result, we
introduced a 0.5 mg tablet in July 2007 to enabdeengradual dose titration (increase). A 0.25 nidetais also being manufactured for use in
the trials and will be available once all approfgriquality and release testing has been compléfedare also developing a 0.125 mg tablet and
a 2.5 mg tablet. Since the introduction of therigptablet, discontinuations have greatly diminishsiof December 31, 2007, there were
approximately 200 and 90 patients enrolled in tREEDOM-C and FREEDOM-M trials, respectively. Askabruary 18, 2008, there were
approximately 240 and 100 patients enrolled inRREEDOM-C and FREEDOM-M trials, respectively.

There are currently no approved oral pistin therapies available to patients in the Whitates or Europe. If we are successful in
developing oral treprostinil, patients and physisianay be encouraged to use prostacyclin earligreifPAH disease cycle and in the treatment
of other diseases.

Beraprost-MR

In June 2000, we entered into an agreemightToray Industries, Inc. (Toray), for the exdlesright to develop and market beraprost, an
oral prostacyclin, in a sustained release formaila¢beraprost-SR) in the United States and Caradhé treatment of cardiovascular
indications. Beraprost is a chemically stable grhlbavailable prostacyclin analog. Like naturadgiacyclin and Remodulin, beraprost is
believed to dilate blood vessels, prevent platdgiregation and prevent proliferation of smooth eteusells surrounding blood vessels.

In March 2007, Lung Rx, Inc. (Lung Rx), ergd into an amended agreement with Toray to asamesh@mend the rights and obligation
the June 2000 agreement entered into between Boichys concerning the commercialization of a medifielease formulation of beraprost
(beraprost-MR). The amended agreement grants uscadd exclusive rights to commercialize berapfbBR in Europe and broadens the
indication to vascular disease (excluding renadakie), among other revisions. An earlier clinidgal tvhich examined an immediate release
form of beraprost as monotherapy in PAH had dennatest 6MW distance improvement at 12 weeks buaih86 weeks. However, because a
number of patients did respond positively to thegdmve feel that the development of beraprost-MRamsbination therapy presents a
promising clinical opportunity. Since individual Pi#patients may respond to the same class of masdnldifferent ways, we believe that the
development of other molecules within the same lfaisidesirable. In addition, we are in the early
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stages of exploring the use of beraprost-MR forttbatment of other cardiovascular and cardiopubnpeonditions.
On October 19, 2007, Toray announced thedfrost-MR received regulatory approval in Japeiru$e in the treatment of PAH.
Products to Treat Peripheral Vascular Disease/Cedl Limb Ischemia
UT-15C Sustained Release (Oral Treprostinil)

We are also developing oral treprostinillede-stage peripheral vascular disease knowmitiasatlimb ischemia. Peripheral vascular
disease affects the blood vessels in the legs.aAthd precise causes of peripheral vascular diseasgnknown, diabetes, obesity, smoking
lack of exercise are associated with the diseassgphieral vascular disease appears to be similaAte in that there is a reduction in natural
prostacyclin in the affected blood vessels.

In the United States, it is estimated #&Q,000 people suffer from critical limb ischenii&e disease is characterized by extreme pain,
non-healing ulcers in the legs, reduced exercipacity and severely reduced blood flow in the limbisere are currently no drugs approved to
treat critical limb ischemia in the United StatBlysicians often perform surgical interventionssas balloon angioplasty, stents and by-
passes) to restore or improve blood flow in thebBmThese 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 patienksasitical limb ischemia.

In September 1998, we completed a Phastedly assessing the safety and blood flow effefcitstiavenous Remodulin on patients with
critical limb ischemia. The study demonstrated Ramodulin can be administered safely to patieiitts evitical limb ischemia and that
Remodulin substantially increases blood flow in @ffected areas of the legs. We commenced a 38mpgtiacebo-controlled, pre-pivotal
clinical study of Remodulin for critical limb ischea in 2002. Approximately 19 patients were enill€he study ended before becoming fully
enrolled due to difficulties in patient recruitmeWe believe that more convenient formulationsreptostinil, such as the oral form, may be
more appropriate for patients with peripheral vémscdisease. Accordingly, we have commenced safietlytolerability studies with oral
treprostinil in patients with critical limb ischeai

Products to Treat other Medical Conditior

We are currently studying the use of intraasus Remodulin in connection with liver transpdaiitdependent studies indicate that patients
who received prostacyclin after a liver transplamided to have a lower rate of tissue rejectioniaciased liver function which resulted in
shorter hospital stays and improved transplantarmés. We are currently conducting a Phase Il stadiemonstrate the safety and efficacy of
intravenous Remodulin when administered duringaftet liver transplant.

Products to Treat Infectious Diseas—Glycobiology Antiviral Agents

In March 2000, we entered into a licenseament with Synergy Pharmaceuticals, Inc. (Syretgyobtain the exclusive worldwide rigl
to certain patents relating to novel antiviral campds. Synergy was working with the GlycobiologypBgment at the University of Oxford to
develop these compounds. In 2003, by mutual congenterminated our licensing agreement with Syyevge are now working directly with
Oxford University on the development of new compasinThese glycobiology antiviral agents are smalletules which may be effective as
oral therapies for the treatment of hepatitis B @nidfections, as well as dengue fever, Japanesgpbalitis and other infectious diseases.
Currently, many of these agents are undergoingédbry testing, and new agents are also being sgizéd.
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We are in the planning stages of conduaiihase Il clinical trial with miglustat, a glyéolmgy compound which inhibits alpha-
glucosidase enzymes, to initially evaluate efficacpatients with hepatitis C. Miglustat is apprdwand is currently marketed in the United
States and Europe by Actelion Ltd for the treatnuéridaucher's disease, a glycolipid storage digoRent protection for manufacturing the
compound has expired. As a result of our reseagoement with the University of Oxford, we have éxelusive right to commercialize
miglustat as an anti-viral agent for the treatnadritepatitis C.

Products to Treat Cance
OvaRex

In April 2002, we entered into an agreemitth AltaRex Corp. (which later became AltaRex Nbed Corp., a wholly-owned subsidiary
of ViRexx Medical Corp.) (AltaRex) to exclusivelicénse certain rights to a platform of five invgational immunotherapeutic monoclonal
antibodies, including OvaRex, BrevaRex, OncoReastRex and GivaRex. These products were beindajma by AltaRex to treat various
forms of cancer, including ovarian, prostate, lumgast, multiple myeloma and gastrointestinal ees\cThe lead product, OvaRex® MAD for
the treatment of advanced ovarian cancer, had astgpPhase Il studies.

Ovarian cancer is the deadliest form of wats reproductive cancer and is the fifth leadimgse of cancer death among women in the
United States. Over 25,000 cases of ovarian cameadiagnosed in the United States every year, avign 16,000 women dying of the disease
annually.

In December 2007, we announced the congpletf our two pivotal trials of OvaRex. Analysistb results demonstrated that the studies
failed to reach statistical significance.

The identical studies, known as IMPACT dah( IM_munotherapyP ivotal ov A rian C ancerT rial), were randomized, double-blind,
placebo-controlled trials conducted at over 60 eenacross the United States. The studies en@@édvarian cancer patients and assessed th
efficacy of OvaRex mono-immunotherapy during thecalbed "watchful waiting” period following fronifle carboplatin-paclitaxel based
chemotherapy. The program sought to confirm daszded in a subset analysis of a prior randomizes® |11 study, which suggested the
potential of OvaRex to extend the time to diseatsgpse among patients who had successfully contpleat-line therapy. The studies were
well balanced in terms of patient demographicstaedsafety profile and quality of life were similagtween active and control populations.
The studies demonstrated no difference betweewea(diandard of care followed by OvaRex) and catistandard of care followed by
placebo) populations. The results of IMPACT | ahdére consistent with each other.

The full data from the IMPACT | and Il tisais expected to be presented at an upcoming mledieeting and published in a peeviewec
journal.

Based on the results from the IMPACT | dindials, we decided to terminate our license agnent with AltaRex and to cease further
development of the entire platform of antibodiestised thereunder. We expect to incur approxim&tkly million in total close-out costs for
this program, of which we had incurred approxima®333,000 as of December 31, 2007.

3F8 and 8H9 Antibodies

In December 2007, we entered into two ageres with Memorial Sloan-Kettering Cancer Ceni8KCC) to exclusively license certain
rights to two investigational monoclonal antibodi@g8 and 8H9, for the treatment of neuroblastonthraetastatic brain cancer. The
monoclonal antibody 3F8 is a mouse 1gG3 MAb, whhurrently used in an investigational settingtfar treatment of neuroblastoma, a rare
cancer of the sympathetic nervous system mainbcéffg children. It is the most common extracras@id cancer in children and the most
common cancer in infants. More than
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400 patients have been treated with the 3F8 anfibisdte 1986 under investigator-initiated Invediimyaal New Drug applications. There are
fewer than 1,000 new cases of neuroblastoma diaghesch year.

The monoclonal antibody 8H9 is an 1gG1 laadiy that is also a mouse antibody. The 8H9 anjitimdhighly reactive with a range of
human solid tumors, including human brain cancEng. 8H9 antibody is in early investigational deystent for metastases which develop in
the brain from the spread of cancers from othsués in the body. Metastatic brain cancers arértes more common than cancers that
originate in the brain, and prognosis is very pdothe United States, more than 100,000 casestdstatic brain cancer are diagnosed each
year.

Products to Provide Telemedicine Services for CaArrhythmias and Ischemic Heart Disea:
CardioPAL and Decipher Recorders

We provide telemedicine services to detactliac arrhythmias and ischemic heart diseaseghrour wholly-owned subsidiary
Medicomp, Inc. (Medicomp), which we acquired in Betber 2000. Cardiac arrhythmias and ischemic liksgtse affect an estimated
20 million Americans, and possibly ten times thater worldwide. If left undetected and untreathdse conditions can result in heart att:
and death. Medicomp provides cardiac Holter moimitpa 24-hour continuous test of heart rhythmegneé monitoring (a test that typically
extends to 30 days and looks for more elusiverimtéent arrhythmias), analysis, and pacemaker todng remotely via telephone and the
Internet for hospitals, clinicians and other prev&l Medicomp's services are delivered througpritprietary, miniaturized, digital Decipher
Holter recorder/analyzer and its CardioPAL famifyegent monitors. In March 2005, Medicomp receit* A market clearance for a patent
pending p-wave analysis adjunct to its artificigtklligence algorithm that runs on all of its newanufactured CardioPAL devices. The p-
wave is a diminutive but important portion of tHeatrocardiograph that helps determine if an airinja was generated from the top chambers
of the heart, the atria, or from the bottom charsledithe heart, the ventricles. This level of as&yeads to more reliable, automatic detection
of arrhythmias, like atrial fibrillation.

Holter, event and pacemaker services astgBys are marketed to physicians, hospitals, amégeal care providers directly by
Medicomp's internal sales force. Revenues of apprabely $7.7 million, $6.6 million and $5.8 millidnom the sales of telemedicine products
and services were earned in 2007, 2006 and 208Bectvely.

Arginine Products for Vascular Function

In December 2000, we expanded our cardamtasfocus when we acquired the assets and cdidaitities of Cooke Pharma, Inc., the
exclusive maker of the HeartBar® line of arginimeiehed products, which operated as Unither Phahnga(Unither Pharma), our wholly-
owned subsidiary. Arginine is required by the béalproduce nitric oxide. Unither Pharma is the egidle licensee of patents entitling it to
claim that arginine is critical for maintaining \asar function and certain other natural functions.

The HeartBar and a related line of produetse marketed directly to consumers by us, bypeddent distributors and through the
Internet. In January 2006, we discontinued saléheHeartBar line of products, after evaluatincerd clinical trial results and market
potential, among other factors.

In November 2006, we settled litigationwibhree companies that we believed were infringingarginine patents. We received a
settlement payment and will receive additional ttiga from sales of products containing arginiranfrone of the parties.
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In September 2007, we discontinued allssafeour arginine products and we reevaluated ssu@ptions used in determining the value of
our arginine patents, based on a then recent @tioiicdiscounting the benefits of arginine suppletaton and a June 2007 Supreme Court
decision concerning the enforceability of pateftsis decision has no effect on our current licengiéls companies selling arginine products.

Approximately $123,000, $100,000 and $203,06f revenues were earned from the sales andtieyal arginine related products in 20
2006 and 2005, respectively.

Strategic Licenses and Relationshi
Northern Therapeutics, Inc.

In December 2000, we formed a new compar@anada, Northern Therapeutics, Inc. (Northemgpoinjunction with the inventor of a n
form of autologous (meaning gene transfer usingenas derived from a patient's own body and natfforeign materials such as viruses)
gene therapy for the treatment of PAH and otheradiss. Northern is currently conducting a Phasaé gherapy trial in Canada and, until
February 2006, was distributing Remodulin in Canada

In October 2006, Northern agreed to gramam exclusive license to develop and commercistizeautologous gene therapy in the United
States for PAH. We are required under this licangeake incremental milestone payments dependirgatient enroliment to Northern
totaling $1.5 million if the planned 18 patient Bbd trial is successfully enrolled. For the twetwenths ended December 31, 2007 and 2006,
we incurred approximately $150,000 and $500,00peetively, in expense to Northern. If the Phatsial is successfully completed, we will
assume the development program and related caostsefdJnited States market. Northern will receiogalty payments following
commercialization. As part of this agreement, wenteated the Remodulin distribution agreement Wtrthern for Canada. We are
distributing Remodulin directly in Canada under th@nagement of our Canadian wholly-owned subsidlamther Biotech Inc.

Due to our $5.0 million investment, we antly own approximately 68% of Northern, but onB24 of the voting stock. Although we own
approximately 68% of Northern, minority sharehoflpossess substantive participating rights as efimder EITF Issue No. 96-16yestors
Accounting for an Investee when the Investor He&gority of the Voting Interest but the Minority &kholders or Shareholders Have Cert
Approval or Veto Right, that preclude us from controlling Northern andsmlidating the company's financial statements withown.

NEBU-TEC Supply Agreement

In June 2004 and September 2006, we eniet@Clinical and Commercial Supply AgreementsvNtEBU-TEC to provide for the
availability of Optineb nebulizer devices and rethsupplies for use in our TRIUMPH-1 clinical traflinhaled treprostinil and for commercial
use following regulatory approval. The non-exclesagreements provide for NEBU-TEC to sell us Ojttidevices and supplies at specified
prices and payment terms for clinical and commérga. The agreements also specified the obligatioat each party has with respect to
regulatory approvals. In February 2008, we entargdan amendment to the September 2006 ClinicdiGommercial Supply Agreement
under which the term of the agreement was exteta#tk first anniversary of the first to occur afitéd States or European Union approval of
inhaled treprostinil. We also agreed to an advamder of Optineb devices and related supplies fotig satisfactory completion of a testing
program in support of our NDA filing. The amendmal#o clarified certain regulatory obligations lbétparties and provided NEBU-TEC with
the first opportunity to sell devices in Europe $orlong as NEBU-TEC was able to meet market demand
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The Medtronic MiniMed Strategic Alliance

Medtronic MiniMed partnered with us for thee of its pager-sized continuous microinfusiompuor delivery of Remodulin
subcutaneously. We entered into an agreement wiitiMéd, Inc. (now Medtronic MiniMed), in Septemb®997, which was implemented in a
detailed set of guidelines to collaborate in thsigle development and implementation of theramdsetat PAH utilizing MiniMed products a
Remodulin. The guidelines required us to purchaesion pumps exclusively from MiniMed at a discotmMiniMed list prices. The
agreement commenced on September 1997, and wasttoue for seven years after the May 2002 FDA apalrof Remodulin. MiniMed
advised us in May 2006 that it intended to discargi manufacturing infusion pumps for subcutane@lisety of Remodulin after first giving
us and our distributors the opportunity to purchdessired quantities. In November 2006, we mutuatifered into a termination agreement v
MiniMed. Our distributors are purchasing pumps frotiher vendors and associated supplies from eifligiMed or directly from other
vendors. Approximately $56,000, $457,000 and $3%Y f revenues were earned from the resale of Madildumps and supplies in 2007,
2006 and 2005, respectively.

Aradigm Licensing Agreement

In August 2007, Lung Rx entered into anlesige license, development and commercializatigre@ment with Aradigm Corporation
(Aradigm) for the rights to manufacture, developg aammercialize its AERx Essence device, a pulmpdarg delivery system, for use as a
next-generation metered-dose inhaler with our itigasonal inhaled treprostinil product in patiemtigh PAH and other conditions. Under the
terms of the agreement, we made an upfront payofe$#40,000 to Aradigm and paid an additional $880,in January 2008. Aradigm will
initiate, and is responsible for conducting andding, a study that includes a bridging clinicahtitomparing the AERx Essence technology to
the Optineb nebulizer used in the TRIUMPH-1 triithe study is successful we will fund the costslevelop, commercialize and manufacture
inhaled treprostinil for use with AERx Essence.

If the study is successful, we will purchapproximately $3.5 million of Aradigm's commoanckt and pay it a $650,000 licensing fee.
Aradigm will receive three milestone payments awercourse of the development period. The milespayenents will be made upon the first
to occur of a specified event or the successivévarsaries of the effective date of our agreematit wradigm, August 30, 2007. The first
milestone payment of $2.0 million is due no lateart August 30, 2008. The second and third milespayenents are due no later than each
successive anniversary date and increase by $1li@meach year. The agreement allows for the esitenof these payment deadlines by the
amount of time equal to the duration of any delaysed by a regulatory agency. In addition, we abre@ay Aradigm royalty fees on a slidi
scale based on net sales of the AERx Essence device

Toray Amended License Agreement

In June 2000, we obtained from Toray Indest Inc. (Toray) the exclusive right to develomwanarket beraprost, a chemically stable oral
prostacyclin analog, in a sustained release fortiomgberaprost-SR) in the United States and Cafiadhe treatment of cardiovascular
indications. In March 2007, Lung Rx entered intceamended agreement with Toray to assume and arenihts and obligations of the June
2000 agreement entered into between Toray and dusi@ 2000 concerning the commercialization of fiwdirelease formulations of berapr
(beraprost-MR). The amended agreement grants uscadd exclusive rights to commercialize berapfBR in Europe and broadens the
indication to vascular disease (excluding renada&), among other revisions.

In accordance with the terms of the ameradgdement, in March 2007 we issued 200,000 slofi@msr common stock to Toray in
exchange for the cancellation of Toray's existightrto receive an option grant to purchase 500€@0es of our common stock (the Option
Grant). Under the June
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2000 Agreement, Toray's right to receive the Op@Geant was conditioned upon Toray's delivery toluadequate documentation regarding
use of beraprost-SR in humans and its transfelirdtal trial material to us, neither of which hadcurred as of the effective date of the
amended agreement. Had the Option Grant been rtedexercise price of the options would have bet¢isthe average closing price of our
common stock for the period one month prior todbkvery date. Under the terms of the amended aggat Toray has the right to request 1
we repurchase the newly issued 200,000 shares @omomon stock upon 30 days prior written noticthatprice of $54.41 per share, which
was the average closing price of our common stetkwden January 11, 2007, and February 23, 200 2dBas the average closing price of our
common stock for the two trading days prior to #meltwo trading days after March 16, 2007, thectiffe date of the amended agreement, we
recognized a research and development expensehamately $11.0 million relating to the issuamfahe 200,000 shares, because
beraprost-MR had not yet obtained regulatory apgirfior commercial sales. In accordance with thevision of SFAS No. 133Accounting fol
Derivative Instruments and Hedging Activit, EITF 00-19 Accounting for Derivative Financial Instruments &xed to, and Potentially Sett

in, a Company's Own Sto¢cknd EITF Topic No. D-98 lassification and Measurement of Redeemable Sesirthese shares of our comrmr
stock are reflected in mezzanine equity as comrtmeksubject to repurchase valued at the repurgh@se. If Toray requests that we
repurchase these shares, then an amount equal tegthirchase price will be transferred to a ligbdiccount until the repurchase is completed.

The amended agreement also specifies thamake certain milestone payments to Toray dutiegievelopment period and upon U.S. or
European Union regulatory approval. Upon executibthe amended agreement, we made a $3.0 milligmpat to Toray in addition to the
issuance of the 200,000 shares of our common slisckissed above. Additional annual milestone paysnei$2.0 million are specified in the
amended agreement and are to commence in thediaster of 2008, increasing annually in $1.0 milliacrements through 2011. These
payments will be expensed when incurred. These patgrare contingent upon the receipt of clinidal material and commercial drug from
Toray that meet all regulatory standards and requents, including those relating to chemistry, nfacturing and controls, and are
documented to the satisfaction of U.S. and Eurof#@aon regulatory authorities. In addition, if Tgralects to terminate production of
beraprost-MR, no further payments would be due utitdeamended agreement. Conversely, if we eldefrtoinate development of beraprost-
MR, then all remaining milestone payments wouldlbe to Toray, unless certain regulatory standands@gquirements have not been met,
material problems have been identified with respechanufacturing and regulatory compliance.

Patents and Proprietary Rights

Our success depends in part on our aliditybtain and maintain patent protection for owdurcts, preserve trade secrets, prevent third
parties from infringing upon our proprietary riglasd operate without infringing upon the proprigtaghts of others in the United States and
worldwide. (SeéNotes to Consolidated Financial Statemeantdltem 7—Management's Discussion and Analysis ofrigis Condition and
Results of Operatio—Liquidity and Capital Resourcésr information regarding royalties and milestorayments under these agreements).

GlaxoSmithKline Assignment

In January 1997, Glaxo Wellcome, Inc. (m@lexoSmithKline PLC), assigned to us all rightgte use of the stable prostacyclin analog
now known as Remodulin. The patent covering theofis&emodulin for PAH does not expire in the Uni&tates until October 2014 (as
extended—sePatent Term Extensiotelow) and until various dates from September 2008ugust 2013 in nine other countries.

18




Pfizer License

In December 1996, Pharmacia & Upjohn Comp@ow Pfizer, Inc.) exclusively licensed to usteér patents, a patent application and
know-how for the composition and production of itable prostacyclin analog now known as Remodule filed our own United States
patent application for a new synthesis and prodaatethod for Remodulin in October 1997, and thermtawvas granted in August 2002. Two
additional patents covering this synthesis and getidn method were granted in March 2003 and Aug08d. We believe that our method of
synthesis is a substantial improvement over therRaeia method and we are using our unique synthesisod rather than the licensed
Pharmacia method for the production of Remodulie. Weve also registered two patents and have oréngepatent application with respec
additional Remodulin synthesis improvements.

Stanford University and New York Medical Collegedenses

In 2000, we acquired the exclusive licetospatents from Stanford University and New Yorkdvtal College related to arginine-based
dietary supplements that work to enhance the lefvehturally occurring nitric oxide in the vascutistem. The licenses cover worldwide
territories and are valid for the life of the pate(expiration dates ranging from 2010 to 2018).Wileown all rights to any new products
derived from these licenses.

Supernus Pharmaceutical License

In June 2006, we entered into an exclubbemse agreement with Supernus to use certaimtéapies developed by them in our sustained
release oral treprostinil formulation. Under theeggnent, in return for the license, we will pay Suqus certain amounts upon the achievement
of specified milestones based on the developmeotadftreprostinil and its commercial launch. Ird#in, the agreement provides that we will
pay a royalty to Supernus based on net worldwitks g the initial product. Any such royalty wilelpaid for approximately twelve years
commencing with the first product sale and is scihje adjustments as specified in the agreemerditiddal milestone payments and royalty
payments may be due for the development and conmlization of other products developed using ttehtelogy granted in this license.

TransMIT License

In March 2007, TransMIT Gesellschaft fucfieologletransfer GmbH. (TransMIT), an affiliatetb& University of Giessen, assigned to
Lung Rx its entire interest in the patent rightatportable ultrasonic nebulizer and related teldgyoin order to make, have made, use and sell
products based on such patent rights. As considarfr the assignment, Lung Rx paid to TransMIpryximately $779,000 and agreed to
a 5% running royalty on net sales of nebulizeragighe technology in Germany. However, no royaltyrpents are due to TransMIT until
royalties on net sales of products in Germany extlee original payment of approximately $779,000.

Memorial Sloan Kettering

In December 2007, we entered into two ageres with Memorial Sloan-Kettering Cancer Ceni8KCC) to exclusively license certain
rights to two investigational monoclonal antibodigg8 and 8H9, for the treatment of neuroblastonthraetastatic brain cancer. The
monoclonal antibody 3F8 is a mouse IgG3 MAb, whghurrently used in an investigational settingtfar treatment of neuroblastoma, a rare
cancer of the sympathetic nervous system maingcéffg children. 8H9 is also a mouse monoclondbady, but of the IgG1 subclass. The
8H9 antibody is highly reactive with a range of famsolid tumors, including brain cancers. The 8Hftbady is in early investigational
development for metastatic brain cancer.
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Under the terms of the licensing agreema@n&KCC granted us an exclusive license for theettjgment and commercialization of the
3F8 and 8H9 antibodies for cancer throughout theeuse. In exchange for these exclusive licensesagveed to pay a royalty fee on net sales,
with an annual minimum royalty payment for eachitmodty. Milestone payments may also be due for #heetbpment and commercializatior
these antibodies under our licenses.

Patent Term Extension

In February 2005, we were granted a fivarymtent term extension by the United States PatehTrademark Office for a patent
covering the method of treating PAH using RemodWlirs. Patent Number 5,153,222, entitled "Method refating Pulmonary Hypertension
with Benzidine Prostaglandins”, was originally sthied to expire on October 6, 2009. It will now ggpon October 6, 2014. The five-year
HatchWaxman Act extension is the maximum extension aldwnder 35 U.S.C. §156. Additional patents coeoither products to which v
have rights may also be eligible for extensionamfo five years based upon patent term restoratioocedures under the Hatg¥iaxman Act ir
the United States, and under similar proceduré&iope.

Research & Development Expenditures

We are engaged in research and developamehhhave incurred substantial expenses for thesdtias. These expenses generally include
the cost of acquiring or inventing new technologied products as well as their development. Rekeard development expenses during 2
2006 and 2005 totaled approximately $83.4 mill®5i7.6 million and $36.1 million, respectively. (Se&am 7—Management's Discussiamd
Analysis of Financial Condition and Results of Ggiems—Major Research and Development Projdotsadditional information regarding
expenditures related to major research and devedopprojects.)

Manufacturing and Supply

We made treprostinil, the active ingrediiemtRemodulin and inhaled treprostinil, and tregtirail diethanolamine, the active ingredient for
oral treprostinil, at our manufacturing facility @hicago, Illinois, until March 2007 at which tinaee transitioned these activities to our new
laboratory in Silver Spring, Maryland. The validatiprocess for making these treprostinil-based @amgs in the Silver Spring facility
commenced in October 2006. We anticipate filindwfite FDA and other regulatory agencies for apdrtmvase the new facility for
commercial purposes in the first quarter of 2008 wegulatory agency approvals expected in theddtalf of 2008. Until FDA approval, we
cannot commercially use any products manufacturede Silver Spring facility. We currently maintan inventory of formulated Remodulin
that will meet over two years of expected demand.

With the transfer of our manufacturing ggems to the Silver Spring, Maryland, facility, Wwave also changed our internal manufacturing
process. When we began, we produced treprostartirsg with basic chemicals and completed therhdhufacturing process. Over the last-
years, we have been modifying the process to degimostinil manufacturing with advanced interméglieompounds made by outside vend
We anticipate that upon commercialization of oraptostinil, the need for treprostinil diethanolamiwill be greater than the need for
treprostinil sodium used for the inhaled and indasiherapies. As a result, the manufacturing peals consist of starting with the advanced
intermediate compound, making treprostinil dietHanmone and then converting that compound to trapribsodium as needed. We expect this
to allow us the most flexibility and efficiency meeting future demands for both forms of activeadgents. We have approved three vendors
to supply the advanced intermediate compoundsdardp reduce the risk of supply shortages.

Baxter Healthcare Corporation formulatesn@dulin from treprostinil for us. The term of ouitial agreement with Baxter ended in
October 2004. The contract is renewable for sudeessghteen
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month terms and has been renewed. We rely on @aRlerma Solutions, Inc. (formerly, Cardinal Healhc.), for conducting stability studi
on Remodulin, formulating inhaled treprostinil, fiaulating oral treprostinil for clinical trials, arahalyzing other products we are developing.

In 2008, we anticipate commencing commérnzaelopment of the 3F8 and 8H9 antibodies licdrfsem MSKCC at our Silver Spring,
Maryland, facility. We expect to be able to useshene equipment for 3F8 and 8H9 development assem for the OvaRex process.

Our telemedicine products are currently nfactured by MSI of Florida. In 2008, we anticipateving the manufacturing of our
telemedicine products to Winland Electronics, ldcie to an increase in the volume of devices netaetket patient demand.

Although we believe that other manufactsii@nd suppliers could provide similar productsyises and materials, there are few compa
that could replace these manufacturers and supphechange in supplier or manufacturer could caudelay in the manufacture, distribution
and research efforts associated with our respeptv@ucts or result in increased costs. (For furtligussion on this risk, sétem 1A—Risk
Factor—We have limited experience with production anduferturing products.)

Competition

Many drug companies engage in researctdandlopment to commercialize products to treatiosedcular and infectious diseases and
cancer. For the treatment of PAH, we compete wigimyrapproved products in the United States anddwddke, including the following:

« Flolan. The first product approved by Ei2A for treating PAH, Flolan has been marketed3gxoSmithKline PLC since 1996. In the
second quarter of 2006, Myogen, Inc. acquired theketing rights for Flolan in the United StatesNavember 2006, Myogen was acquirec
Gilead Sciences, Inc. The generic exclusivity pefar Flolan expired in April 2007, so it is podsilbhat generic formulations of Flolan could
become available for commercial sale.

« Ventavis. Approved in December 2004 ia thhited States and in September 2003 in EuropetaVes is the only prostacyclin analog
that has been approved for inhalation. Ventavisiwitially marketed by CoTherix, Inc., (CoTherix) the United States and Schering AG in
Europe. In January 2007, CoTherix was acquired ttelfon Ltd, the manufacturer and distributor o&adleer.

« Tracleer. The first oral drug to be apg for PAH, Tracleer is also the first drug indtass, known as endothelin receptor antagonists.
Tracleer was approved in December 2001 in the UiStates and in May 2002 in Europe. Tracleer iketad by Actelion Ltd worldwide.

« Revatio. Approved in June 2005 in thetEkhiStates, Revatio is also an oral therapy anthiketed by Pfizer Inc. Revatio is a different
formulation of the very successful drug Viagra® amthe first drug in its class, known as PDES liitioirs, to be approved for PAH.

* Letairis™. Approved in June 2007 in theitdd States, Letairis is an oral therapy, andasketed by Gilead Sciences, Inc. in the United
States for the treatment of PAH. Like Tracleer dirgs is an endothelin receptor antagonist. Glaxit@fline is seeking approval of Letairis in
Europe where it is known as Volibris®. In Februafp8, GlaxoSmithKline announced that Volibris reeei a positive opinion for approval in
the European Union.

» Thelin™. Approved in August 2006 in ther&pean Union, Thelin is an oral therapy, and isket&d by Encysive Pharmaceuticals Inc.
(Encysive), for the treatment of PAH. Like Tracleed Letairis, Thelin is an endothelin receptoagonist. In February 2008, Pfizer Inc.
announced that it had reached an agreement toradguocysive. Thelin is not approved in the Uniteéat&s.
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Due to their ease of use, oral therapiash &s Tracleer and Revatio, are generally corsidigont-line therapies for newly diagnosed
patients. Flolan and Remodulin, more complex irdfngherapies, are generally considered later-stegrapies for sicker patients. The use of
the available oral therapies and Ventavis, eith@reaor in combination, will delay the need foruafon therapy for many patients. As a result,
while we may not currently compete head-to-heati wiese drugs as front-line therapy, the succeiseafuse affects our commercial
operations. As we develop both inhaled and oraktstinil therapies, we will be expanding our ran§éherapeutics to front line treatment.
(For further discussion on this risk, desm 1A—Risk Factors\We may not successfully compete with establishagsdind the companies tf
develop and market them).

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

We compete with all of these companiectmtomers, funding, access to licenses, persaitirel;party collaborators, product
development and commercialization. Almost all ef#h companies have substantially greater finamoialketing, sales, distribution and
technical resources, and more experience in ras@ad development, product development and maiketimical trials and regulatory
matters, than we have.

Governmental Regulation

The research, development, testing, matwfacpromotion, marketing and distribution of phaceutical products are extensively
regulated by governmental agencies in the UnitateStand in other countries. Drugs are subjedytwaus regulation by the FDA in the
United States and similar regulatory bodies in ptmeintries. The steps ordinarily required beforeear drug may be marketed in the United
States, which are similar to steps required in rots¢r countries, include:

. Preclinical laboratory tests, preclinical studiesnimals, formulation studies and the submissiaihé FDA of an Investigatior
New Drug Application for a new drug;

. Clinical studies in healthy voluntee
. Adequate and we-controlled clinical trials to establish the safatyd efficacy of the drug for each indicatit
. The submission of a New Drug Application to the F2Ad

. FDA review and approval of the New Drug Applicatiomnor to any commercial sale or shipment of thegdr

Preclinical tests include laboratory evéitwaof product chemistry, toxicity and formulatices well as animal studies. The results of
preclinical testing are submitted to the FDA ad p&an Investigational New Drug Application. A 8@y waiting period after the filing of each
Investigational New Drug Application is requiredgsrto the commencement of clinical testing in hmsaAt any time during this 30-day
period or at any time thereafter, the FDA may patiposed or ongoing clinical trials until it authmas trials under specified terms. The
Investigational New Drug Application process maye&remely costly and may substantially delay demedent of our products. Moreover,
positive results of preclinical tests will not nesarily indicate positive results in clinical tgal
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Clinical trials to support New Drug Appltaans are typically conducted in three sequentieses, but the phases may overlap. During
Phase I, the initial introduction of the drug imtealthy human subjects or patients, the drug tedet® assess its effects on bodily functions and
safety, including side effects associated withéasing doses. Phase Il usually involves studiedimited patient population to:

. assess the efficacy of the drug in specific, tagj@tdications;
. assess dosage tolerance and optimal dosage; and
. identify possible adverse effects and safety ri

If a compound is found to be potentiallfeefive and to have an acceptable safety profilehase Il evaluations, then Phase Il trials, also
called pivotal studies, major studies or advandimical trials, are undertaken to further demontsti@dinical efficacy and to further test for
safety within an expanded patient population aggagohically diverse clinical study sites.

After successful completion of the requicdidical testing, a New Drug Application (NDA) arBiologics License Application (both
referred to as an Application) is typically submitt The FDA may request additional information befaccepting an Application for filing, in
which case the Application must be resubmitted withadditional information. Once the submissios been accepted for filing, the FDA
reviews the Application and responds to the appticghe review process is often significantly exted by FDA requests for additional
information or clarification. The FDA may refer tigplication to an appropriate advisory committeereview, evaluation and
recommendation as to whether it should be approMed .FDA is not bound by the recommendation of@wisory committee. The FDA may
also inspect the manufacturing facility before apprg an Application.

If FDA evaluations of the Application arftetmanufacturing facilities are favorable, the FDAy issue either 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 FDAcafsay refuse to approve the Application
and issue a not approvable letter, outlining tHececies in the submission and often requirindiidnal testing or information.

At the request of an applicant, the FDA rdagignate a product as an "orphan drug" if thg @suntended to treat a rare disease or
condition. A disease or condition is consideree iit affects fewer than 200,000 people in thetebh States. If an applicant obtains the first
FDA marketing approval for a certain orphan drig, &pplicant will have a seven-year exclusive raghtigainst generic versions to market the
drug for the orphan indication. The FDA has appdbothe orphan designation for treprostinil for theatment of PAH without regard to drug
product formulation. We believe that the orphariglestion of treprostinil includes all types of PAt¢gardless of etiology. However, such
designation does not preclude us from seeking orghag designation for other formulations of tregtinail or for other etiologies of PAH or
medically plausible subsets of PAH, and does netlpde the FDA from granting a new seven-year pesfoorphan drug exclusivity upon the
approval of an NDA for a new formulation of treptiog for the designated new indication, provided demonstrate that such new formulation
is clinically superior to the older formulation pérenteral Remodulin.

Subcutaneous Remodulin was approved bizihe for the treatment of PAH in patients with NYH&ass II-1V symptoms to diminish
symptoms associated with exercise, and intraveRemsodulin was approved for those patients not @blelerate subcutaneous infusion. If
regulatory approval of our other products is grdngeich approvals will similarly be limited to cairt 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 effects or the ocemce of manufacturing problems after a drug ishenmarket could cause subsequent
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withdrawal of approval, reformulation of the draglditional preclinical testing or clinical trialsnd changes in labeling of the product.

The Hatch-Waxman Act provides that patenns may be extended to compensate for some pftieat life that is lost during the FDA
regulatory review period for the product. This egien period would generally be one-half the tirseaeen the effective date of an
investigational Application and the submission d#tan Application, plus all of the time betweer gubmission date of an Application and
approval of that Application, subject to a maximartension of five years. Similar patent term exi@ms are available under European laws.
Following FDA approval, we filed a patent term exg®n application with the United States Patent Bradlemark Office for our patent
covering the method of treating PAH using Remodfdifowing FDA approval. The application was appedvn February 2005, and the patent
now expires on October 6, 2014.

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

In the EU, marketing authorizations mayshbmitted through a centralized body or througle@edtralized or a national level process.
centralized procedure is mandatory for the approf/diotechnology products and high technology piaigl and is available at the applicant's
option for other products. The centralized procedarovides for the grant of a single marketing atigation that is valid in all EU member
states. The decentralized procedure is availablalfonedicinal products that are not subject ® ¢kntralized procedure. The decentralized
procedure provides for mutual recognition of nagicepproval decisions, changes existing procedorasational approvals and establishes
procedures for coordinated EU actions on prodscispensions and withdrawals. Under this procedioecholder of a national marketing
authorization for which mutual recognition is sotigfay submit an application to one or more EU marshates, certify that the dossier is
identical to that on which the first approval waséd, or explain any differences and certify tbantical dossiers are being submitted to all
member states for which recognition is sought. Wif0 days of receiving the application and assessmeport, each EU member state must
decide whether to recognize approval. The proceenceurages member states to work with applicardo#her regulatory authorities to
resolve disputes concerning mutual recognitionkLafoobjection of a given country within 90 daygs@uatically results in approval in that
country. Following receipt of marketing authorizatin a member state, the applicant is then requoengage in pricing discussions and
negotiations with a separate prescription pricintharity in that country.

To secure European regulatory approvalsdibcutaneous use of Remodulin for PAH, we usedntlteial recognition procedure. Under
the rules then applicable, centralized filing was required and we perceived the decentralizedepha@ to be the most effective means for
approval. We filed our first Marketing Authorizatid\pplication in France in February 2001. Reviewoof application was completed in 2005.
As a result, Remodulin was approved in 23 countifdbe EU under the mutual recognition processiilesd above. We withdrew applicatic
in Spain, the United Kingdom and Ireland with theent of resubmitting the applications when we fileapproval for intravenous Remodulin
since these countries required additional inforaomatiot required by the other European countriesh@e to file for approval for intravenous
use of Remodulin using the mutual recognition psscgnce intravenous use of Remodulin is considenetiation to the original license. We
have filed our application with our reference mendiate, France, which has notified us that itasgatisfied with the filing we have made."
will work to address these concerns and believeweawill
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eventually receive commercial approval for intrames Remodulin in at least some European countfiieshave regulatory applications
pending in other countries as well.

To secure European regulatory approvainfoaled treprostinil, we will use the centralizedgess. Regulations in Europe have changed
since we made our initial filing for Remodulin aaltltherapies for orphan diseases must use theatdigetl process. We plan on filing for
European approval of inhaled treprostinil in |a@98.

To secure approval of the Optineb devicth@United States, applicable regulations recuigeiality system for the design, manufacture,
packaging, labeling, storage, installation andiséry of devices intended for commercial distrilouti These quality system regulations require
that various specifications and controls be esthbli for devices, devices be designed under atgjsgitem to meet these specifications,
devices be manufactured under a quality systenshia devices meet these specifications, devicestectly installed, checked and serviced,
quality data be analyzed to identify and corredliqy problems, and complaints be processed. Regylauthorities may also require
additional patient data to support approval fosthdevices. We are also subject to inspectiongdpylatory agencies and ensuring that we and
NEBU-TEC meet all requirements during inspections.

To continue marketing our products aftgrapal, applicable regulations require us to maméapositive benefit-risk profile, maintaining
regulatory applications through periodic reportsagulatory authorities, fulfilling pharmacovigiles requirements, maintaining manufacturing
facilities to Good Manufacturing Practices requiesnts, and successfully completing regulatory agémsyections, among other requirements.

Telemedicine products are manufacturesatract facilities that are regulated by the FDAlendifferent laws and regulations that apply
to medical devices. The telemedicine devices desigmd sold by Medicomp have received marketingralece from the FDA under
Section 510(k) of the Food, Drug and Cosmetic Mzetdical devices are required to be manufacturembiformance with the FDA's Quality
System Regulations.

In the United States, reimbursements asgiged for Remodulin by many independent third-padyers, as well as the Medicare and
Medicaid programs. Medicare is the federal progvarich provides health care benefits to certainaetitizens and certain disabled and
chronically ill persons, and Medicaid is the fedgnagram administered by the states to providdtheare benefits to certain indigent persc
The Medicare contractors who administer the progoaoride reimbursement for Remodulin at a rate galyeequal to 95% of the published
average wholesale price, as recommended by usstateeMedicaid programs generally provide reimbuesg for Remodulin at a price that is
below the published average wholesale price. Béginim 2007, the Medicare Modernization Act regsiteat we and the Centers for Medic
and Medicaid Services negotiate a new price for &krtin. We anticipate that the new rules will naive an impact on Remodulin
reimbursement rates in 2008. In return for inclgdemodulin in the Medicare and Medicaid programeshave agreed to pay a rebate to state
Medicaid agencies that provide reimbursement fan&dulin. We have also agreed to sell Remodulin undetracts with the Veterans
Administration, Department of Defense, Public He&ervice and numerous other federal agencies laasveertain hospitals that are
designated as 340B entities (entities designatdddsral programs to receive discounted drug pyiaeprices that are significantly below the
price we charge to our distributors. These prograntscontracts impose many regulations and résmgbn our business. Failure to comply
with these regulations and restrictions could rteisud loss of our ability to continue receivingméursement for Remodulin. We estimate that
between 35-50% of Remodulin sales in the UniteteStare reimbursed under the Medicare and Medaigrams.
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Employees

We had approximately 320 employees as bfugey 26, 2008. We also maintain active indepehdentractor relationships with various
individuals, most of whom have month-to-month onaail consulting contracts. We believe our emplagtations are excellent.

Industry Segments and Geographic Areas

We operate two business segments: pharrieaisiand telemedicine. We sell our products enthnited States and abroad. The
information required by Item 101(b) and 101(d) @fgRlation S-K relating to financial information altandustry segments and geographical
areas is contained in Notes 2 and 18, respectioéljre audited consolidated financial statemeamltsch are included in this Annual Report on
Form 10-K.

Corporate Website

Our Internet website addres#iitp://www.unither.com Our filings on Form 10-K, Form 10-Q, Form 3, FofmForm 5, and Form 8-K,
and amendments thereto, are available free of eltrgugh this internet website as soon as reafopedcticable after they are filed or
furnished to the Securities and Exchange CommigS&C). They are also available through the SEOSER portal.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list, as of February 2008, setting forth certain information regardmg executive officers. Each executive officer
holds office until the first meeting of the Boarfd@irectors after the annual meeting of stockhadgdand until his or her successor is electec
qualified or until his or her earlier resignationremoval. Each executive officer's employment @il pursuant to the terms of his or her
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 one-gednds.

Name Age  Position

Martine A. Rothblatt, Ph.D., J.D., M.B.£ 53 Chairman, Chief Executive Officer and Direc

Roger Jeffs, Ph.D 46 President, Chief Operating Officer and Direc

John M. Ferrar 53 Chief Financial Officer and Treasul

Paul A. Mahon, J.D. 44 Executive Vice President for Strategic Planningn&al Counsel

and Corporate Secrets

Martine A. Rothblatt, Ph.D., J.D., M.B.Astarted United Therapeutics in 1996 and hassgesg Chairman and Chief Executive Officer
since its inception. Prior to founding United Theeatics, she founded and served as Chief ExecQfifreer of Sirius Satellite Radio and was
principally responsible for several other uniquelagations of satellite communications technologiie also represented the radio astronomy
interests of the National Academy of Sciences' Cdtemon Radio Frequencies before the FCC andchiedinternational Bar Association's
efforts to present the United Nations with a dkdiman Genome Treaty. Her book, YOUR LIFE OR MINHEow G EOETHICSC ANR ESOLVE
THE C ONFLICT B ETWEENP UBLIC ANDP RIVATElI NTEREST$ N X ENOTRANSPLANTATIONWAS published by Ashgate in 2004.

Roger Jeffs, Ph.Djpined United Therapeutics in September 1998 asdiir of Research, Development and Medical. Dfs Jeés
promoted to Vice President of Research, DevelopraedtMedical in July 2000 and to President and {3Dfeerating Officer in January 2001.
Prior to 1998, Dr. Jeffs worked at Amgen, Inc. aanéger of Clinical Affairs and Associate DirectéiGinical Research from 1995 to 1998,
where he served as the worldwide clinical leadehefinfectious Disease Program.

John M. Ferrari,joined United Therapeutics in May 2001 as Controlr. Ferrari was promoted to Vice President afdfice in
December 2003 and to Vice President of FinanceTaedsurer in June 2004. In August 2006 Mr. Fewas promoted to Chief Financial
Officer and Treasurer. Prior to joining United Tégeutics, Mr. Ferrari served as Controller for Blazard, Inc., from 1998 to 2001. Prior to
employment with Blackboard, Inc., Mr. Ferrari sehia various senior financial management positiginse 1984.

Paul A. Mahon, J.D has served as General Counsel and Assistant Ctefaearetary of United Therapeutics since its itioagn 1996.
In June 2001, Mr. Mahon joined United Therapeuiidistime as Senior Vice President, General CounselCamgorate Secretary. In Novem
2003, Mr. Mahon was promoted to Executive Vice et for Strategic Planning, General Counsel aorp@rate Secretary. Prior to June
2001, he served United Therapeutics from its foiomain 1996 in his capacity as principal and manggartner of a law firm specializing in
technology and media law.
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PART Il. OTHER INFORMATION
ITEM 1A. RISK FACTORS
Forward-Looking Statements

This Annual Report on Form 10-K containsifard-looking statements made pursuant to thelsafigor provisions of Section 21E of the
Securities Exchange Act of 1934 (the Exchange awt) the Private Securities Litigation Reform Actl@®5 which are based on our beliefs
and expectations as to future outcomes. Thesemstats include, among others, statements relatitigetéollowing:

. Expectations of revenues and profitability;

. The timing and outcome of clinical studies and tetpuy filings;

. The achievement and maintenance of regulatory &pjsy

. The existence and activities of competitors;

. The pricing of Remodulin;

. The expected levels and timing of Remodulin s¢

. The dosing and rate of patient consumption of Reriod

. The outcome of potential future regulatory actitmosn the FDA and international regulatory agencies;
. The adequacy of our intellectual property protectiand their expiration date

. The ability of third parties to market, distribwted sell our product:

. The current and expected future value of our gob@nd recorded intangible assets;

. The ability to obtain financing in the future;

. The value of our common stoc

. The expectation of future repurchases of thoseestgurbject to repurchase from Tor

. The expectation of continued profits or losses;

. The pace and timing of enrollment in clinical tsig

. The expectation and timing of filing for regulat@gprovals of inhaled treprostin

. The timing, resubmission, completion and outcomthefapplications for approval of subcutaneous Ridwo in Ireland, Spain

and the United Kingdom;

. The expectation, outcome and timing of marketingrapals in European Union countries for intravenBesnodulin;

. The expected timing of milestone payments from Md&land commercial activities in Japi

. The expected timing of payments to third partiedarricensing agreements;

. The potential impacts of new accounting ru

. The outcome of any litigation in which we are octme involved

. Any statements preceded by, followed by or thauite any form of the words "believe,” "expect,”é&gdict,” "anticipate,"”
"intend," "estimate," "should," "may," "will," orimilar expressions; and

. Other statements contained or incorporated byeater in this Annual Report on Form-K that are not historical fact
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The statements identified as forward-loglkétatements may exist in the section entilech 2—Management's Discussion and Analysi
Financial Condition and Results of Operaticabove or elsewhere in this Annual Report on ForaK1These statements are subject to risks
and uncertainties and our actual results may diffaterially from anticipated results. Factors tinaty cause such differences include, but are
not limited to, those discussed below. We undertakebligation to publicly update forward-lookingements, whether as a result of new
information, future events or otherwise.

Unless the context requires otherwise deamotherwise noted, all references in this sed¢tid'United Therapeutics" and to the

"company”, "we", "us" or "our" are to United Theeajics Corporation and its subsidiaries.

Risks Related to Our Business
We have a history of losses and may not continue b profitable

Although we have been profitable for eaglerndar year since 2004, we have had quartersichwie experienced a loss. At
December 31, 2007, our accumulated deficit wasagpmately $21.5 million. Although we set our annogakrating budgets to be less than our
estimated revenues, numerous factors, some of velneebeyond our control, could affect consolidatadnues and profitability and cause our
quarterly and annual operating results to fluctuate

We rely heavily on sales of Remodulin to produce xenues.

We rely heavily on sales of Remodulin. Dgrthe year ended December 31, 2007, our Remosalés accounted for 95% of our total
revenues. A wide variety of events, many of whioh@escribed in other risk factors below, couldssaRemodulin sales to decline. For
example, if regulatory approvals for Remodulin withdrawn, we will be unable to sell that produntiaour revenues will suffer. In the event
that GlaxoSmithKline terminates its assignment egrent or Pfizer terminates its license agreemeatyill have no further rights to utilize tt
assigned patents or trade secrets to develop anthercialize Remodulin. GlaxoSmithKline or Pfizeutdseek to terminate the assignment or
license, respectively, in the event that we faip&y royalties based on sales of Remodulin. Intexdiwe rely on third parties to produce,
market, distribute and sell Remodulin. The losthofl parties to perform these functions, or thiufe of these parties to do so successfully,
also could cause our revenues to suffer. Becausaeveo dependent on sales of Remodulin, any rieductthe sale of Remodulin would
cause our results of operations to suffer.

Most of our pharmaceutical products are in clinicaldevelopment and may never generate profits.

Our only pharmaceutical product currentiyommercial distribution is Remodulin. Most of givarmaceutical products are in clinical
studies; therefore, many of those products maypaatommercially available for a number of yearstill. We might not maintain or obtain
regulatory approvals for our pharmaceutical proglactd may not be able to sell our pharmaceuticalymts commercially. Even if we sell our
products, we may not be profitable and may nottide # sustain any profitability we achieve.

We may not successfully compete with establishedulys, products and the companies that develop and mieet them.

We compete with established drug compaahiggg product development for, among other thifigisging, access to licenses, expertise,
personnel, clinical trial patients, and third-pactllaborators. We also compete with these comgdnitowing approval of our products.
Almost all of these competitors have substantigilyater financial, marketing, sales, distributiowl &echnical resources, and more experience
in research and development, clinical trials argiil@ory matters than we do.
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We are aware of existing treatments thatpete with our products, especially in the fieldP#fH. Patients and doctors may perceive tl
competing products to be safer, more effective ammnvenient or less expensive than Remodulin. Aliegly, sales of Remodulin may not
increase, or may even decrease if doctors presiefisecRemodulin than they are prescribing at ptesen

For the treatment of PAH, we compete witmsnapproved products in the United States anddmadlle, including the following:

. Flolan. The first product approved by the FDA faating PAH, Flolan has been marketed by GlaxoSfiiite PLC since 1996.
In the second quarter of 2006, Myogen, Inc. (Myggenquired the marketing rights for Flolan in theited States. In
November 2006, Myogen was acquired by Gilead Seignoic., which is regarded as a large and suaddsstechnology
company in the United States. The generic exclysperiod for Flolan expired in April 2007, so & possible that generic
formulations of Flolan could become available fomenercial sale. Flolan is delivered by intravenimfission and considered to
be an effective treatment by most PAH experts.

. Ventavis. Approved in December 2004 in the Unitéatés and in September 2003 in Europe, Ventaviei®nly prostacyclin
analog that has been approved for inhalation, veseRemodulin is only currently approved to be agldd through intravenous
or subcutaneous infusion. Ventavis was initiallyrkeded by CoTherix, Inc. (CoTherix), in the Unit8thtes and Schering AG in
Europe. In January 2007, CoTherix was acquired ttelfon Ltd, the manufacturer and distributor o&dleer. Actelion is
regarded as a large and successful biotechnolagpaoy.

. Tracleer. The first oral drug to be approved foHRAracleer is also the first drug in its classpkm as endothelin recept
antagonists. Tracleer was approved in December 200 United States and in May 2002 in Europecleer is marketed by
Actelion worldwide.

. Revatio. Approved in June 2005 in the United StéRevatio is also an oral therapy and is markeyeBftzer Inc. (Pfizer)
Revatio is a different formulation of the very sessful drug Viagra and is the first drug in itssslaknown as PDES5 inhibitors,
be approved for PAH. Pfizer is regarded as a largksuccessful pharmaceutical company in the UiStates.

. Letairis. Approved in June 2007 in the United Stateetairis is an oral therapy, and is markete@Gigad Sciences, Inc. in t
United States for the treatment of PAH. Like Trac)d _etairis is an endothelin receptor antago@&ixoSmithKline is seeking
approval of Letairis in Europe where it is known\vaibris. In February 2008, GlaxoSmithKline annced that Volibris
received a positive opinion for approval in the &ean Union.

. Thelin. Approved in August 2006 in the EuropeandniThelin is an oral therapy, and is marketed bgyBive
Pharmaceuticals Inc. (Encysive), for the treatnoéfAH. Like Tracleer and Letairis, Thelin is ardethelin receptor antagoni
In February 2008, Pfizer announced that it hadhed@n agreement to acquire Encysive.

Doctors may reduce the dose of Remoduéy thive to their patients if they prescribe our patitors' products in combination with
Remodulin. In addition, certain of our competitgngdducts are less invasive than Remodulin andiskeof these products may delay or pre
initiation of Remodulin therapy. Finally, as a riksaf Actelion's acquisition of CoTherix, Gileadisquisition of Myogen, and Pfizer's pending
acquisition of Encysive, each of these three conggsamow controls two of the seven approved thesfoiePAH in the United States, the
seventh of which is Remodulin. In addition to reidgccompetition through consolidation, each complariggs considerable influence over
prescribers to the sales and marketing of thepeetive two approved therapies through market danga in this therapeutic area.
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A number of drug companies are pursuingtinents for the hepatitis C virus and cancer thihtempete with any products we may
develop from our glycobiology antiviral agents andnoclonal antibodies platforms.

Many local and regional competitors anéw hational competitors provide cardiac Holter amdnt monitoring services and systems that
compete with our telemedicine products.

Discoveries or development of new products or teclotogies by others may make our products obsolete ¢gss useful.

Companies may make discoveries or introchese products that render all or some of our tetdgies and products obsolete or not
commercially viable. Researchers are continuallikinganew discoveries that may lead to new techriethat treat the diseases for which
products are intended. In addition, alternativerapphes to treating chronic diseases, such astherspy, may make our products obsolete or
noncompetitive. Other investigational therapiesH&H could be used in combination with or as a stilie for Remodulin. If this happens,
doctors may reduce the dose of Remodulin they igivkeir patients or may prescribe other treatmistiead of Remodulin. This could result
in less Remodulin being used by patients and, herdeced sales of Remodulin.

Remodulin and our other treprostinil-bapeatlucts may have to compete with investigatiomatipcts currently being developed by other
companies, including:

. Thelin. Thelin is currently being developed by Esigg Pharmaceuticals, Inc. (Encysive), worldwidetfe treatment of PAH.
Although Encysive has received marketing authaozaih all nations in the European Union, they hawereceived FDA
approval in the United States. In February 200BdPfannounced that it had reached an agreemadre Encysive and tha
intended to conduct an additional clinical trialorder to file for FDA approval;

. Cialis®. An approved oral treatment for erectilesfiynction, Cialis is currently marketed by Eli lyilhnd Company (Lilly). Prior
to January 2007, Cialis was jointly marketed by 8Corporation and Lilly. Cialis is currently beisudied in patients with
PAH, and is in the same class of drugs as ReMatidganuary 2007, ICOS Corporation was acquiredilby, which is a large an
successful pharmaceutical company in the UniteteSta

. Gleeve® An approved oral treatment for chronic myeloid lenia (a cancer of the blood and bone marrow), Gleés
currently marketed by Novartis Pharmaceuticals G@afon. Recently, experienced PAH researchers banducted studies
with Gleevec and believe that it may be effectivéreating PAH;

. Aviptadil. An inhaled formulation of a vasoactivgéstinal peptide, Aviptadil is being developednbgndoBIOTECH
Holding SA for the treatment of PAH. In Septemb@®@&, mondoBIOTECH announced that it had outlicereagtadil for the
treatment of PAH to Biogen Idec Inc., which is negad as a large and successful biotechnology coynipathe United States;

. PRX-08066. A serotonin recepto-HT2B antagonist, PR-08066 is being developed by Predix Pharmaceutit¢aldings, Inc.,
as an oral tablet for the treatment of PAH. Twodehiaclinical trials of PRX-08066 are being condualcin healthy volunteers;

. PulmoLAR. Currently in development by PR Pharmaicalg, Inc., PUImoLAR is a once-a-month injectitiierapy which
contains a metabolite of estradiol and has beewsliio animal and cell models to address certaicgsses associated with
PAH;

. Fasudil. Oral and inhaled formulations of Fasualitho-kinase inhibitor, may be developed by Acteliad for the treatment of

PAH. Fasudil is currently approved in Japan aséavenous drug to treat a disease unrelated to; PAH
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. Sorafenib. Originally marketed by Bayer AG as Nex® for advanced renal cell cancer, Sorafenib is alsmalecule tha
inhibits Raf kinase and that may interfere with tihiekening of blood vessel walls associated wi#HPA Phase | clinical trial
in PAH has been proposed;

. Recombinant Elafin. Currently being developed byORIRO Biotech AG, Recombinant Elafin is a synth&tcsion of a proteil
that is produced naturally in the body and mayhithihflammatory reactions. In February 2007, Elafias granted orphan
product status in the European Union for the treatnof PAH and chronic thromboembolic pulmonary éyension;

. Cicletanine. Marketed by Navitas Pharma for hypesiten in Europe, Cicletatnine is an eNOS couplat #orks to increase tt
flexibility of blood vessel linings; and

. 6R-BH4. A naturally occurring enzyme cofactor thsatequired for numerous biochemical and physiaggbcesses, including
the synthesis of nitric oxide, 6R-BH4 is being deped by BioMarin Pharmaceutical Inc. for the treant of poorly controlled
hypertension, peripheral arterial disease and gketonuria. A Phase | clinical trial of 6R-BH4 fBAH is also underway.

There may be additional drugs in developni@nPAH in addition to those listed above and¢heay also be currently approved drugs
that prove effective in treating the disease. if ahthese drugs in development, additional nevwgdror other currently approved drugs are |
to treat PAH, 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 heavilhiod-party payers, such as Medicare, Medicaid angfe insurance companies, agreeing to
reimburse patients for the costs of our pharmacaluproducts. These third-party payers frequeriBllenge the pricing of new and expensive
drugs, and it may be difficult for distributors lggl Remodulin to obtain reimbursement from theaggrs. Remodulin and the associated
infusion pumps and supplies are very expensiveb#lieve our investigational products, if approwed| also be very expensive. Presently,
most third-party payers, including Medicare and Maitl, reimburse patients for the cost of Remodthlgrapy. In the past, Medicare has not
reimbursed the full cost of the therapy for somiéepdis. Beginning on January 1, 2007, the Mediddmeernization Act requires that we and
the Centers for Medicare and Medicaid Services (CMgotiate a new price for Remodulin. As the restithe staggered implementation of
this Act, Remodulin has not yet been subject toptti@ing provisions. In addition, to the extentttpavate insurers or managed care programs
follow any Medicaid and Medicare coverage and payndevelopments, the adverse effects of lower Madipayment rates may be expanded
by private insurers adopting lower payment schedueditionally, some states have enacted heatthredorm legislation. Further federal and
state developments are possible.

Third-party payers may not approve our peaducts for reimbursement or may not continuepforave Remodulin for reimbursement, or
may seek to reduce the amount of reimbursemeriRdanodulin based on changes in pricing of othemghies for PAH, including possible
generic formulations of other approved therapiashss Flolan, which may currently be sold in genferm. If third-party payers do not
approve a product of ours for reimbursement ortlthe amount of reimbursement, sales will sufferpatients could opt for a competing
product that is approved for reimbursement.
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The growth of our cardiac monitoring business is deendent upon physicians utilizing our services; ifve fail to maintain our current
level of physician utilization, our cardiac monitoling revenues may stagnate and our business could adversely affected.

Our ability to provide our cardiac monitwgiservices is dependent upon physicians presgriin diagnostic tests to their patients. Our
success in obtaining patients to monitor will beedily influenced by the relationships we develod enaintain with physicians and physician
groups in a manner consistent with government egguis affecting such relationships. If we are d@ab maintain such relationships and
create new relationships in compliance with appliedaws, the number of patients using our cardiaaitoring services will decline, which
may have a material adverse effect on our reveanésur business, financial condition and resdltsperations.

If we are unable to educate physiciansndigg the benefits of our CardioPAL® SAVI Systendaachieve sufficient levels of utilization,
revenues from the provision of our cardiac monitgrservices could fail to grow and could decrease.

Reimbursement for cardiac monitoring services by Mdicare is highly regulated and subject to change ahthe operation of our call
centers and monitoring facilities is subject to rués and regulations governing Independent Diagnostitesting Facilities; failure to
comply with these rules could prevent us from recging reimbursement for our cardiac services from Melicare and some commercial
payers.

We receive approximately 15% of our cardramitoring service revenues as reimbursement fetadicare. Reimbursement from
Medicare for cardiac monitoring services is subfjedtatutory and regulatory changes, rate adjustisrend administrative rulings, all of which
could materially affect the range of services cedenr the reimbursement rates paid by Medicarederof our cardiac monitoring services. In
2007, CMS adopted a change in methodology for tatiog reimbursement under the Physician Fee Sdbaebat will be implemented over a
4 year period. This resulted in reduced reimburserte our cardiac monitoring services from Medieay 3% to 18%, depending on the type
of service. Similar reductions have been adopte@®08 and are expected annually through 2010ddiitian, we cannot predict whether futt
modifications to Medicare's reimbursement policdesld reduce the amounts we receive from Mediaar¢he services we provide. Finally,
Medicare's reimbursement rates can affect thethatecommercial payers are willing to pay for ousgucts and services.

The Medicare program is administered by CMBich imposes extensive and detailed requirememisedical services providers,
including, but not limited to, rules that governshwe structure our relationships with physiciamsywhand when we submit reimbursement
claims, how we operate our monitoring facilitiesldrow we provide our cardiac monitors and monigservices. Our failure to comply with
applicable Medicare rules could result in Mediodiszontinuing our reimbursement, our being requiceckturn funds already paid to us, civil
monetary penalties, criminal penalties and/or esiolu from the Medicare program.

Furthermore, in order for us to receivent@irsement for cardiac monitoring services from Mak and some commercial payers, we
must have a call center certified as an Independ&gnostic Testing Facility, or IDTF. Certificatiaas an IDTF requires that we follow strict
regulations governing how the center operates, asglequirements regarding the experience andicatitbns of the technicians who review
data transmitted from our cardiac monitors. Theesrand regulations vary from location to locatiord are subject to change. If they change,
we may have to change the operating proceduras ahonitoring facilities, which could increase aasts significantly. If we fail to obtain a
maintain IDTF certification, our services may nader be reimbursed by Medicare and some commerajars, which could materially affect
our telemedicine business adversely.
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We rely on third parties to market, distribute and sell most of our products and those third parties ray not perform.

We are currently marketing products in mf@ur four therapeutic platforms: Remodulin in puostacyclin analog platform and
CardioPAL SAVI cardiac event monitors and Holternitors in our telemedicine platform. We also hageesal products in the clinical trial
stage. We do not have the ability to independesdhyduct clinical studies, obtain regulatory appteymarket, distribute or sell most of our
products and intend to rely substantially on exgrezed third parties to perform some or all of thiosetions. We may not locate acceptable
contractors or enter into favorable agreements thigin. If third parties do not successfully carug their contractual duties or meet expected
deadlines, we might not be able to develop, madistiibute or sell our products and our futureemayes could suffer.

We rely on Accredo Therapeutics, Inc., Qarépt, Inc. and Caremark, Inc. to market, distidhand sell Remodulin in the United States.
Accredo, CuraScript and Caremark are also resplenfgibconvincing third-party payers to reimbursgients for the cost of Remodulin, which
is very expensive. If our distribution partners @odtractors do not achieve acceptable profit nmarghey may not continue to distribute our
products. If our distribution partners in the Uditgtates and internationally are unsuccessfuléir #fforts, our revenues will suffer.

Since the commercial launch of Remodulingfaour Remodulin distributors in the United Stathave been sold to larger companies.
When these distributors were independently managedremodulin franchise was a more significaniiass to them, because they were
much smaller. As divisions or subsidiaries of mlarlger companies, Remodulin could be much lesdfgignt to these distributors. There can
be no assurance that the mergers experienced hyoéaar distributors will not adversely affect Redulin distribution. In addition, effective
January 1, 2007, Accredo became the exclusivedis8ibutor for Flolan. It is possible that our wisutors may devote fewer resources to the
distribution of Remodulin. If so, this may negativempact our sales.

Our operations depend on compliance with complex FB and comparable international regulations. Failureto obtain broad approvals
on a timely basis or to achieve continued compliaeccould delay or halt commercialization of our prodicts.

The products that we develop must be apatdor marketing and sale by regulatory authoritied, once approved, are subject to
extensive regulation by the FDA and comparableleggry agencies in other countries. The processtdining and maintaining regulatory
approvals for new drugs is lengthy, expensive amkrtain. The manufacture, distribution, advertjsimd marketing of these products are
subject to extensive regulation. Any new produgirapals we receive in the future could include gigant restrictions on the use or market
of the product. Potential products may fail to reeenarketing approval on a timely basis, or atRtbduct approvals, if granted, can be
withdrawn for failure to comply with regulatory neigements, including those relating to misleadidgeatising or upon the occurrence of
adverse events following commercial introductiorireff products.

In addition, our marketed products and leevmanufacture and sell these products are sulgjecttensive continued regulation and
review. We received one warning letter from the Fi2hated to advertising in 2005, which was resolsatisfactorily. In early August 2007,
three European Union countries requested that wWerperepeat sterility testing of Remodulin viatddin the European Union. France was
sponsoring country for European Union approval, @achad been operating under an understandinghaéthch regulatory authorities that
additional sterility testing was not necessary sitiese tests were already performed in the USitates and meet both United States and
European Union regulatory requirements. Our abittadd new patients in those countries dependemlipmalidating and repeating the ster
testing process in the European Union. We
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arranged for repeat sterility testing of Remoduias for use in the European Union and worked \aplpropriate regulatory agencies and our
distributors to ensure that there was no disruptiobRemodulin therapy during the repeat testingaoerAll Remodulin patients in the three
countries remained on therapy throughout the tggtincess. We completed this process in Septentlfat. 2Ve have received regulatory
clearance from all countries.

We have never experienced a steriiigted or other product specification failure wiéspect to our Remodulin vials. However, disco
of previously unknown problems with our marketeddarcts or problems with our manufacturing, regulgtpromotional or other
commercialization activities may result in regutgteestrictions on our products, including withdedwf the products from the market. If we
fail to comply with applicable regulatory requiremt®, we could be subject to penalties includinggirsuspensions of regulatory approvals,
product recalls, seizure of products and crimimakpcution.

If approvals are withdrawn for Remodulinamy other product, we will not be able to selli@oduct and our revenues will suffer. In
addition, if product approvals are withdrawn, goweental authorities could seize our products azefars to recall our products.

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

Sepsis is a serious and potentially lifee#ttening infection of the bloodstream caused byda variety of bacteria. Intravenous
prostacyclins are infused continuously throughtaet@r placed in patients' chests, and sepsiséxaected consequence of this type of
delivery. As a result, sepsis is included as airigboth the Remodulin and Flolan package ins@tig. Flolan package insert specifically
documents the risk rate of sepsis at 0.32 evemtpai&nt per year, meaning one patient out ofyetlmee taking the drug is expected to have a
sepsis infection each year. Or, each patient olafrlis expected to have one sepsis infection etveee years. The Remodulin package insert
notes that two out of 38 patients experienced ¢atirelated infections in an open-label ek study, but does not provide any data relati
expected risk rate. Historical data on intravenmastacyclin administration does not identify tipedfic types of bacteria responsible for these
infections.

In February 2007, the Scientific Leadergbgmmittee (SLC) of the Pulmonary Hypertension Asstion announced new guidance
relating to the treatment of PAH patients on loaeg¥t intravenous therapy. The SLC guidance was @ssuresponse to the release of a slide
presentation prepared by researchers with the Ce8ters for Disease Control and Prevention (CD@)leth Bloodstream infections among
patients treated with intravenous epoprostenol exidhivenous treprostinil for pulmonary arterial hggiension, United States 2(—2006.
These slides accompanied a presentation to theaBdQvere subsequently published as a report i€D@'sMorbidity and Mortality Weekly
Reporton March 2, 2007. The slides and report were peghir connection with a CDC retrospective inquirgeaven centers regarding a re
of increased bloodstream infections, particulargng-negative blood stream infections, among PAlieptd treated with intravenous
Remodulin as compared to intravenous Flolan. The §lidance statement noted that the CDC obsenstiene hypothesis-generating and
did not permit definitive or specific conclusiofi$ie SLC reminded physicians of the need to be awofattee range of possible gram negative
and gram positive infectious organisms in patievith long-term central catheters and to treat tlagapropriately. We have been informed that
the SLC is planning a study to evaluate the riskegfsis and sepsis sub-types among parenterailyeck prostanoids. Finally, the FDA
revised the Remodulin package insert in Februa®820 more fully describe the known infection reakd appropriate technigues to be
practiced when preparing and administering Remadntravenously.

Although the risk of sepsis is currentlgluded in the Remodulin label, and the occurrericepsis is familiar to physicians who treat
PAH patients, concern about bloodstream infectioag
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adversely affect physicians' prescribing practioeggard to Remodulin. If that occurs, Remodutites could suffer and our profitability could
be diminished.

We have transitioned our manufacturing operations ¢ a new location.

We are in the process of validating trefindsmanufacturing in our new Silver Spring, Maayld, laboratory. This manufacturing process
will be done on a larger scale than that perforinealir former Chicago, lllinois, facility. We clode¢he Chicago facility in May 2007. Until we
have received FDA and international approvalstier$ilver Spring laboratory, we cannot sell produntade with compounds produced there.
In addition, commercial treprostinil is being maactiired only by us with reliance on third partiesdertain raw and advanced intermediate
materials.

We depend on third parties to formulate and manufature our products and related devices.

We rely on third parties to formulate otaptrostinil-based products. We rely on Baxter Hezlte Corporation for the formulation of
Remodulin from treprostinil. We rely on Catalentiha Solutions, Inc. for conducting stability seslbn Remodulin, formulating treprostinil
for inhalation use, formulating tablets for ourlatnical trials, and analyzing other productstthe are developing. We also rely on third
parties for the manufacture of all our productsothan treprostinil. We rely on MSI of Central féla, Inc. to manufacture our telemedicine
devices. We rely on other manufacturers to makeruastigational drugs and devices for use in céhtrials.

We also rely on NEBU-TEC, a German compamynanufacture the Optineb nebulizer used witlalied treprostinil. NEBU-TEC is
responsible for managing and controlling the mactuféng process of its device, all associated partd work performed by its suppliers, in
accordance with all applicable regulatory requireteeBecause regulatory approval of inhaled trepribsvill be linked to regulatory approval
of the Optineb device, any regulatory complianagbfgms encountered by NEBU-TEC with respect tontla@ufacture of its device could
delay or otherwise adversely affect regulatory apals of inhaled treprostinil, and our revenueslidsuffer. In addition, following regulatory
approval of inhaled treprostinil, any inability NEBU-TEC to manufacture a sufficient quantity obozers to meet patient demand could
have an adverse effect on our revenue growth.

Although there are few companies that coefdace each of these suppliers, we believe thatr suppliers could provide similar services
and materials. A change in suppliers, however,c&oalse a delay in distribution of Remodulin arfteoproducts, and in the conduct of
clinical trials and commercial launch, which woaldversely affect our research and developmentteféord future sales efforts.

Our manufacturing strategy presents theviohg risks:

. The manufacturing processes for some of our pracumée not been tested in quantities needed fomenial sales

. Delays in scale-up to commercial quantities anag@ss validation could delay clinical studies, regnty submissions and
commercialization of our products;

. A long lead time is needed to manufacture trepndstnd Remodulin, and the manufacturing processisplex;
. We and the manufacturers and formulators of oudycts are subject to the FDA's and internationadjdegulatory authoritie

good manufacturing practices regulations and simml@rnational standards, and although we commaipliance issues with
respect to synthesis and manufacturing conductedhially, we do not have control over complianctéhwiese regulations by
our third-party manufacturers;
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. Even if we and the manufacturers and formulatosuofproducts comply with the FDA's and internagibdrug regulaton
authorities' good manufacturing practices regutegtiand similar international standards, the ste@ind quality of the products
being manufactured and formulated could be deficiéthis occurred, such products would not beilalde for sale or use;

. If we have to change to another manufacturing ontdation contractor for any reason or abandonosvm manufacturing
operations, the FDA and international drug regutateould require new testing and compliance ingpest and the new
manufacturer would have to be educated in the gemsenecessary for the validation and productiagheoffected product.
Cardinal Health recently sold its formulation biesia to Catalent Pharma Solutions, Inc. and therdeano assurances that they
will continue formulating treprostinil for both oimhalation and oral clinical trials;

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

. The supply of raw and advanced intermediate mdsesiad components used in the manufacture and gagkaf treprostinil,
Remodulin and other products may become scarce otérrupted, which could delay the manufactur subsequent sale of
such products. Any proposed substitute materialscamponents are subject to approval by the FDAiatednational drug
regulators before any manufactured product carolak $he timing of such FDA and international dnegulatory approval is
difficult to predict and approvals may not be tignebtained; and

. We may not have intellectual property rights, oyrhave to share intellectual property rights, tagnaf the improvements i
the manufacturing processes or new manufacturioggsses for our new products.

Any of these factors could delay clinicaldies or commercialization of our products, entagher costs, and result in our inability to
effectively sell our products.

Until November 2006, Medtronic MiniMed wasr exclusive partner for the subcutaneous delie¢éfgemodulin using the MiniMed
microinfusion device for PAH. Medtronic has disdaned making infusion pumps for subcutaneous delieé Remodulin after first giving us
and our distributors the opportunity to purchassréd quantities. In November 2006, we mutuallyeagrwith MiniMed to terminate our
contract. We relied on Medtronic MiniMed's expetdenexpertise and performance in supplying thesiofupumps. Any disruption in the
supply to PAH patients of infusion devices coulthgieor prevent patients from initiating or contingiRemodulin therapy, which could
adversely affect our revenues. Doctors and pati@atsnot be able to obtain acceptable substituteetg devices to replace the MiniMed
microinfusion devises when the available supplylhsl our distributors has been depleted.

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

In order to sell our pharmaceutical produete must receive regulatory approvals. To olitaiise approvals, we must conduct clinical
studies demonstrating that the drug product, inalyés delivery mechanism, is safe and effectife.e cannot obtain approval from the FDA
and international drug regulators for a producf ffroduct cannot be sold, and our revenues wié€su

In November we announced we are condu®mase Il clinical studies of an oral formulatidrtr@prostinil and are working on
submission to the FDA for our completed Phasetlitlg of inhaled treprostinil. Our glycobiology arital agent, UT-231B as monotherapy,
completed a Phase I, proof-of-concept study ia 2204. In that trial, UT-231B did not demonstraficacy as a
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monotherapy against hepatitis C in a populatiopatients that previously failed conventional treats. We are now conducting preclinical
testing of additional glycobiology drug candidaéesl we are exploring opportunities to accelerategbrcobiology clinical development
efforts. We are still completing or planning préaidal studies for our other products.

In the past, several of our product cantdisi@ave failed or been discontinued at variougestén the product development process,
including, but not limited to: OvaRex MADb for theeatment of advanced ovarian cancer; immediataselberaprost for early stage peripheral
vascular disease; Ketotop for osteoarthritis ofihee; and UT-77 for chronic obstructive pulmondigease. Also, the length of time that it
takes for us to complete clinical trials and obtaigulatory approval for product marketing hashi@ past varied by product and by the intended
use of a product. We expect that this will likely the case with future product candidates and weatgredict the length of time to complete
necessary clinical trials and obtain regulatoryrapal.

Our ongoing and planned clinical studieghmbe delayed or halted for various reasons, dictu

. The drug is not effective, or physicians think ttreg 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@ibas more effective or convenient by physiciansatients;

. Patients die during the clinical study becauser ttisease is too advanced or because they expeneeadical problems that &
not related to the drug being studied,;

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

. The results of preclinical testing cause delaydiimcal trials.

In addition, the FDA and international regary authorities have substantial discretiorhia approval process for pharmaceutical
products. The FDA and international regulatory atitfes may not agree that we have demonstratedtirgoroducts are safe and effective.

Finally, because regulatory approval ofiled treprostinil will be linked to regulatory appal of the Optineb nebulizer, any regulatory
compliance problems encountered by NEBU-TEC witipeet to the manufacture of its device could delagtherwise adversely affect
regulatory approval of inhaled treprostinil.

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

The development, manufacture, distributfmicing, sales, marketing, and reimbursement ofppaducts, together with our general
operations, are subject to extensive federal, dtatal and international regulation. While we haexeloped and instituted corporate
compliance programs, we cannot ensure that weroeroployees are or will be in compliance with atentially applicable federal, state and
international regulations. If we fail to comply Wiany of these regulations, a range of actionsdcadult, including, but not limited to, the
termination of clinical trials, the failure to apwe a product candidate, restrictions on our prtslacmanufacturing processes, including
withdrawal of our products from the market, sigeafint fines, exclusion from government healthcaog@ms, or other sanctions or litigation.
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If the licenses, assignments and alliance agreemsnwe depend on are breached or terminated, we wouldse our right to develop anc
sell the products covered by the licenses, assignmte and alliance agreements.

Our business depends upon the acquisagsignment and license of drugs and other produttsh have been discovered and initially
developed by others, including Remodulin and athefother products in the prostacyclin platforihpathe products in the glycobiology
antiviral agents platform, and all of the produot®ur monoclonal antibodies platform. Under owdrct license agreements, we are granted
certain rights to existing intellectual propertyreed by third parties subject to the terms of ea@nke agreement, whereas assignment
agreements transfer all right, title and ownergdiifhe intellectual property to us, subject to thens of each assignment agreement. We have
also obtained licenses to other third-party techgplto conduct our business. In addition, we mayegired to obtain licenses to other third-
party technology to commercialize our early-stagepcts. This dependence has the following risks:

. We may not be able to obtefuture licenses, assignments and agreements asanable cost or at a

. If any of our licenses or assignments are termdhate will lose our rights to develop and market noducts covered by such
licenses or assignments;

. The licenses and assignments that we hold gengnallyide for termination by the licensor or assigimothe event we breach t
license or assignment agreement, including failongay royalties and other fees on a timely basisl,

. If licensors fail to maintain the intellectual peay licensed or assigned to us as required by ofastr license and assignme
agreements, we may lose our rights to develop aartehsome or all of our products and may be fotoedcur substantial
additional costs to maintain the intellectual pmtypeurselves or force the licensor or assignaideo.

Certain license and assignment agreements relatirtg our products may restrict our ability to develop products in certain countries
and/or for particular diseases and impose other ragctions on our freedom to develop and market ourproducts.

When we acquire, license or receive assarigof drugs and other products that have beeowbsed and initially developed by others,
we may receive rights only to develop such druggroducts in certain territories and not throughtetworld. For example, we only have the
rights to market beraprost-MR for sale in North Aioa and Europe.

In addition, provisions in our license assignment agreements impose other restrictiomaipfreedom to develop and market our
products. For example, in assigning Remodulin ta@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 Remodutywhere in the world. Similarly, in
connection with Toray's license of beraprost-MRispwe agreed to provisions establishing a conditiaestricted non-competition clause in
Toray's favor, giving them the right to be our exsive provider of beraprost-MR and requiring thatmake certain minimum annual sales in
order to maintain our exclusive rights to berapfd&. The restrictions that we have accepted inlicense and assignment agreements affect
our freedom to develop and market our productbeénfaiture.

If our or our suppliers' patent and other intellectual property protection are inadequate, our salestad profits could suffer or our
competitors could force our products completely oubf the market.

Our United States patent for the methottesHting PAH with Remodulin is currently set to &gpn October 2014 and the patent for
inhaled treprostinil is set to expire in 2020. \&tidve that
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some of the patents to which we have rights magligéble for extensions of up to five years baspdrupatent term restoration procedures in
Europe and under the Hatch-Waxman Act in the Urfiiedes. Our patent for treating PAH with Remodhks already received the maximum
five-year extension. Competitors may develop préslbased on the same active ingredients as ounpi®ydncluding Remodulin, and market
those products after the patents expire, or maigdesound or seek to invalidate our existing pestdxefore they expire. If this happens, our
sales would suffer and our profits could be seyerapacted. In addition, if our suppliers' intelieal property protection is inadequate, our
sales and profits could be adversely affected.

We have been granted patents in the UStates for the synthesis of Remodulin, but patpptieations that have been or may be filed by
us may not result in the issuance of additionadmit The scope of any patent issued may not ffieisuat to protect our technology. The laws
of international jurisdictions in which we interm gell our products may not protect our rightshi® $ame extent as the laws of the United
States.

In addition to patent protection, we alsty on trade secrets, proprietary knbaw and technology advances. We enter into contiiakiy
agreements with our employees and others, but tigre@ments may not be effective in protectingpoaprietary information. Others may
independently develop substantially equivalent gesary information or obtain access to our knowvho

Litigation, which is very expensive, maytexessary to enforce or defend our patents oriptapy rights and may not end favorably for
us. While we have recently settled pending litigatagainst two parties related to enforcing ouimémg patents, we may in the future choose to
initiate litigation against other parties who wereoto believe have violated our patents or othepipetary rights. If such litigation is
unsuccessful or if the patents are invalidatedaoceled, we may have to write off the related igitale assets which could significantly reduce
our earnings. Any of our licenses, patents or oititetlectual property may be challenged, invakdhtcanceled, infringed or circumvented and
may not provide any competitive advantage to us.

Patents may be issued to others that ptellermanufacture or sale of our products. We neeho license those patents and pay
significant fees or royalties to the owners of lagents in order to keep marketing our productss Would cause profits to suffer.

To the extent valid third-party patent tighover our products or services, we or our gjiateollaborators would be required to seek
licenses from the holders of these patents in daleranufacture, use, or sell our products andsesvPayments under these licenses would
reduce our profits from these products and serviég&smay not be able to obtain these licenses oepaable terms, or at all. If we fail to obt
a required license or are unable to alter the desigur technology to fall outside the scope tfiied party patent, we may be unable to market
some of our products and services, which wouldtloar profitability.

Proposed changes to United States paterdra currently pending in Congress. If these psegagoatent reforms become law, it could
make it easier for patents to be invalidated anciboitd reduce the amount of damages in cases efipafringement. Because we rely on
patents to protect our products, the proposed petéorm could have an adverse impact on our bsgsine

Pursuant to our agreements with certaitiniess partners, any new inventions or intelleghwaperties that arise from our activities will be
owned jointly by us and these partners. If we dohawe rights to new developments or inventions déhiae during the terms of these
agreements, or we have to share the rights witrstlive may lose some or all of the benefit oféhemw rights, which may mean a loss of
future profits or savings generated from improvechnhology.
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Our success depends in large part on our ability toperate without infringing upon the patents or otter proprietary rights of third
parties.

If we infringe the patents of others, weyrba prevented from commercializing products or layequired to obtain licenses from these
third parties. We may not be able to obtain altéveaechnologies or acquire a license on reasentabins or at all. If we fail to obtain such
licenses or alternative technologies, we may bdlerna develop or commercialize some or all of products.

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

We are dependent on our current managerpariicularly our founder and Chief Executive OficMartine Rothblatt, Ph.D.; our
President and Chief Operating Officer, Roger JéffsD.; our Chief Financial Officer and Treasudethn Ferrari; our Executive Vice President
for Strategic Planning and General Counsel, Palidviaour Senior Vice President for Pharmaceuti@ldlopment, David Zaccardelli,
Pharm.D.; our Senior Vice President for Regulatsifiairs, Dean Bunce; and our Senior Vice PresidenBiologics Production, Development
and Supply, James Levin, DVM. While these individusre employed by us pursuant to multi-year emplayt agreements, employment
agreements do not ensure the continued retentiempfoyees. We do not maintain key person liferiasce on these officers, although we do
incentivize them to remain employed by us untleast age 60 through our Supplemental Executived®e¢nt Plan. Our success will depend
in part on retaining the services of our existingnagement and key personnel and attracting andirgganew highly qualified personnel. Few
individuals possess expertise in the field of cardscular medicine, infectious disease and oncolagg competition for qualified managem
and personnel is intense.

We may not have adequate insurance and may have sihntial exposure to payment of product liability ¢daims.

The testing, manufacture, marketing, ael shhuman drugs and diagnostics involve prodiadility risks. Although we currently have
product liability insurance covering claims up @b6%million per occurrence and in the aggregatetorproducts, we may not be able to
maintain this product liability insurance at anem@ble cost, if at all. In addition, this insuramay not provide adequate coverage against
potential losses. If claims or losses exceed aiillty insurance coverage, we may go out of bussne

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

We may need to spend more money than diyrexpected because we may need to change ouagirddvelopment plans or product
offerings to address difficulties with clinical siies, 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 usltoquish rights to certain products or
potential markets.

At least a portion of the repayment of 0150% Convertible Senior Notes due 2011 (Convertiibtes) will be required to be made in
cash. Our product development plans and produetioffs could be negatively impacted if we do natehsufficient financial resources, or are
not able to arrange suitable financing, to pay ireguamounts upon conversion or tender of the ranelsfund our operations.

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

Our research and development and manufagtactivities involve the controlled use of cheaticand hazardous materials and we are
expanding these activities to new locations. Asmsequence, we
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are subject to numerous federal, state, and losat@mental and safety laws and regulations, iticlg those governing the management,
storage and disposal of hazardous materials. Webmagquired to incur significant costs in ordecomply with current or future

environmental laws and regulations, and substafitias and penalties for failure to comply with sedaws and regulations. While we believe
that we are currently in substantial compliancénvaivs and regulations governing these materiladsrisk of accidental contamination or

injury from these materials cannot be eliminatadtttrermore, once these materials leave our sitegameot control what our hazardous waste
removal contractors choose to do with them. Inethent of an accident or we could be liable forlal@mages that result or for costs associated
with the cleanup of any release of hazardous nadservhich could be substantial. Any such liabitityuld exceed our resources and could have
a material adverse effect on our business, finhooiadition and results of operations.

We may encounter substantial difficulties managingur growth.

Several risks are inherent to our plangrtav our business. Achieving our goals will requdtdstantial investments in research and
development, sales and marketing, and facilities.dxample, we have spent considerable resourdleinguand seeking regulatory approvals
for our laboratories and manufacturing faciliti€hese facilities may not prove sufficient to meetndnd for our products or we may have
excess capacity at these facilities. In additianlding our facilities is expensive, and our akilib recover these costs will depend on increased
revenue from the products produced at the fadglitie

If we are able to grow sales of our produate may have difficulty managing inventory levélarketing new therapies is a complicated
process, and gauging future demand is difficult.

Growth in our business may also contriltatBuctuations in our operating results, which ntayse the price of our securities to decline.
Our financial results may be impacted by future acounting rules.

Our future, as well as our previously psiid financial results could be affected by nevoanting rules. The FASB recently proposed
FASB staff position (FSP) APB 14-A¢ccounting for Convertible Debt Instruments ThatyNBe Settled in Cash Upon Conversion (Including
Partial Cash Settlement) (FSP-a) . The proposed FSP specifies that issuers of sisthuments should separately account for the itglzihd
equity components of the instrument in a manndnitilareflect the entity's nonconvertible debt bmwing rate on the instrument's issuance
date when interest cost is recognized in subseqegitds. Our Convertible Notes are within the gscopFSP 14-a; therefore, we would be
required to record the debt portions of our CorbkrtNotes at their fair value on the date of isgieand amortize the resulting discount into
interest expense over the life of the debt. Howethvare would be no effect on our cash intereshyEs. As currently proposed, FSP 14-a will
be effective for financial statements issued fecdi years beginning after December 15, 2008, alhtbevapplied retrospectively to all periods
presented. If adopted as proposed, these changdd ®reflected in our financial statements beigigrwith the first quarter of 2009. We
believe that the change, if adopted as proposedd ¢ave a significant impact in the future on mesults of operations.

Risks Related to Our Common Stock
The price of our common stock could be volatile andould decline.

The market prices for securities of drud aiotechnology companies are highly volatile, &mete are significant price and volume
fluctuations in the market that may be unrelatepaudicular
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companies' operating performances. The table bsétgvforth the high and low closing prices for oommon stock for the periods indicated:

High Low
January 1, 20(—December 31, 200 $ 778z $ 41.3i
January 1, 20(—December 31, 200 $ 71.3: $  47.9¢
January 1, 20(—December 31, 200 $ 108.6: $ 47.8i

The price of our common stock could decBnddenly due to the following factors, among ather

. Quarterly and annual financial and operating res

. Failure to meet estimates or expectations of séesi@nalysts or our projectior

. The pace of enrollment in and the results of clihtdals;

. Physician, patient, investor or public concerntoabe 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 insuracmmpanies;

. Announcements by us or others of technologicalvations or new products or announcements regaalingxisting products

. Developments in patent or other proprietary rights;

. Disagreements with our licensors and vendors;

. Future sales of substantial amounts of our comntmrk sy us or our existing stockholde

. Future sales of our common stock by our directatsaficers;

. Rumors among investors and/or analysts concerhimgdampany, its products or operations;

. Failure to maintain, or changes to, our approvatsell Remodulin;

. Failure to successfully obtain FDA approval for aew Silver Spring, Maryland, Remodulin and monaelcantibody
laboratory;

. The accumulation of significant short position®imr common stock by hedge funds or other invegiotke significant

accumulation of our common stock by hedge fundstioer institutional investors with investment stgies that may lead to
short-term holdings;

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

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

Many independent securities analysts haltighed quarterly and annual projections of ouerelies and profits. These projections were
made independently by the securities analysts bas¢eir own analysis. Such estimates are inhlgrenbject to a degree of uncertainty,
particularly because we do not generally providevéod-looking guidance to the public. As a resthlg actual revenues and net income may be
greater or less than projected by such securitialysts. Even small variations in reported reverargsprofits as compared to securities
analysts' expectations can lead to significant glharin our stock price.
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Future sales of shares of our common stock may degss our stock price

If we issue common stock to raise capaabur stockholders transfer their ownership of cammon stock or sell a substantial number of
shares of our common stock in the public markeineestors become concerned that substantial satg# occur, the market price of our
common stock could decrease. All of our executiffieers have announced their adoption of 10b5-hpenged trading plans. In accordance
with these plans, these executives periodicallyasspecified number of our shares of our commoaokseither owned by them or acquired
through the exercise of stock options. However,exgrcutives and directors may choose to sell axditishares outside of 10i5rading plan
and two executive officers and six directors hawealso. A decrease in our common stock price amalkle it difficult for us to raise capital by
selling stock or to pay for acquisitions using &toFo the extent outstanding options are exeroseatlditional shares of capital stock are
issued, existing stockholders may incur additiatilaition.

Furthermore, the conversion of some oofalhe Convertible Notes after the price of our coom stock reached $105.67 per share dilutes
the ownership interests of our existing stockhadd#/e have filed a resale registration statemewgriog sales of such shares. The Convertible
Notes initially are convertible into an aggregat ®illion shares of our common stock. Any salethi public market of our common stc
issuable upon such conversion could adversely tgffewvailing market prices of our common stockatidition, the existence of the Converti
Notes may encourage short selling by market ppgitis because the conversion of the ConvertibledNatuld depress the price of «
common stock.

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

The terms of the Convertible Notes requsdo purchase the Convertible Notes for casharettent of a fundamental change. A takeover
of our company would trigger the requirement thatpurchase the Convertible Notes. This may haveffieet of delaying or preventing a
takeover of our company that would otherwise beskeial to investors.

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

At least a portion of the repayment of @@vertible Notes will be required to be made ishcaDur product development plans and
product offerings could be negatively impacted & @do not have sufficient financial resources, errast able to arrange suitable financing, to
pay required amounts upon conversion or tenddreohbtes and fund our operations.

Provisions of Delaware law and our certificate ofricorporation, by-laws, shareholder rights plan, andemployment and licensing
agreements could prevent or delay a change in comtror change in management that could be benefici& us and our public
stockholders.

Certain provisions of Delaware law and oartificate of incorporation, by-laws, shareholdghts plan, and employment and licensing
agreements may prevent, delay or discourage:

. A merger, tender offer or proxy conte
. The assumption of control by a holder of a largebklof our securities; ar
. The replacement or removal of current managemenoubgtockholders.

For example, our certificate of incorpavatdivides our board of directors into three classgth members 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
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blocks of our common stock by limiting the votingvper of such blocks. This may further result incdisraging a change in control or change
in current management.

In addition, the non-competition and othestrictive covenants in all of our employees’ eypient agreements (other than those few
employees who may be entitled to severance follgwichange in control) will terminate upon a chaimggontrol that is not approved by our
board of directors in accordance with the termsuzh employment agreements.

Further, certain of our license agreemauitis other companies contain a provision prohilgjteach party to the agreement and its affili
from directly or indirectly seeking to acquire oerge with us, or taking any steps in furtheraneeetf, for the term of the agreement and for
five years thereafter, subject to certain exceptidts a result, the companies that are party tetlieense agreements with us would be
prevented from pursuing an acquisition of our conypanless we consent. Furthermore, other compamégsbe deterred from seeking to
acquire our company because of the limitationswmatld be imposed on further acquisition activities

Change in control restrictions in certain of our ageements could prevent or delay a change in contrar change in management that
could be beneficial to us and our public stockholds.

Certain of our license and other agreemeittsother companies contain provisions restrigiiir ability to assign or transfer the
agreement to a company which desires to mergeavifttquire us. These restrictions often requirepti consent of the other party to the
agreement to a proposed change in control of ompany. In the event that the other party to a emttwith us chooses to withhold its consent
to such a merger or acquisition, then such panydcseek to terminate the agreement and we wouldmger have the rights and benefits ur
such agreement which may adversely affect our ige®and business prospects. In addition, certadioficense and other agreements with
other companies contain provisions allowing theepottompany to terminate the agreement if a thirtlypettempts to acquire control of our
company without our consent, unless certain caoiitare met. These restrictive contractual pronsimay delay or discourage a change in
control of our company.

Our existing directors and executive officers own aubstantial block of our common stock and might bable to influence the outcome ¢
matters requiring stockholder approval.

Our directors and named executive offiteseficially owned approximately 11% of our outslisig common stock as of December 31,
2007, including stock options that could be exetiby those directors and executive officers wiilrdays of that date. Accordingly, these
stockholders as a group might be able to influeheeoutcome of matters requiring approval by oaclgholders, including the election of our
directors. Such stockholder influence could delagrevent a change in control with respect to us.

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 dividem any of our capital stock. We currently intémdetain our earnings for future growth and
therefore do not anticipate paying cash dividend$&ié future.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

Maryland—We own our corporate headquadfise building in Silver Spring, Maryland. We alswn the three buildings and land
adjacent to our corporate headquarters. We leaslaloaratory facility adjacent to our corporate thgaarters which is used for the synthesis of
treprostinil-based compounds and monoclonal anidsodin addition, in late 2007 we began constructio a new combination office and
laboratory building which will connect to our exisy laboratory facility in Silver Spring. We leaspace at a warehouse near Silver Spring to
maintain some of our raw material inventory usethanmanufacturing and synthesis process.

Florida—We own our Remodulin Therapy Assise office building in Satellite Beach, FloridaurQubsidiary, Lung Rx, Inc., also
occupies a portion of this building. Our originéice building in Satellite Beach, Florida, was daished in early 2007 as a condition of the
building permit approval we received for the neviicaf adjacent to this property. The land was regdrto its natural state. Our subsidiaries,
Lung Rx Inc. and Medicomp, Inc., lease manufactuend office space, respectively, in MelbourneriBim

North Carolina—We lease office space indesh Triangle Park, North Carolina, for our clalidevelopment and Remodulin
commercialization staff. In June 2006, we purchagguroximately 54 acres of land in Research TreuRgrk, where we are building a new
manufacturing facility and office building that Wile used by our clinical research and developrardtRemodulin commercialization staff.
The manufacturing facility will formulate oral tregstinil. This 200,000 square foot building projeeigan in early 2007 and is expected to be
completed in early 2009.

Other locations—In March 2007, we purchdsed and a building adjacent to our leased legdlgovernmental affairs office in
Washington, D.C. Our subsidiary, Unither Neuroscés; Inc., leases office space in Burlington, Verm®ur subsidiary, United Therapeutics
Europe Ltd., leases office space near London, Bxgl@ur Canadian subsidiary, Unither Biotech lteases office space in Magog, Quebec,
Canada.

We believe that these facilities are adegjt@ our current operations and that additioaatlland facilities for future expansion are
reasonably available.

The office space in Melbourne, Floridaysed in our telemedicine segment. All other propernd leased facilities are used in our
pharmaceutical segment.

ITEM 3. LEGAL PROCEEDINGS

Currently, and from time to time, we aredlved in litigation incidental to the conduct afrdbusiness. We are not a party to any lawst
proceedings that, in the opinion of our manageraadtbased on consultation with legal counselk&\lito 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 sgcholders during the fourth quarter of the fisgaar covered by this report.
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PART II

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

Market for Common Equity

Our common stock (and associated prefesteck purchase rights) trades on the NASDAQ Gl&mdéct Market under the symbol
"UTHR". The table below sets forth the high and ldasing prices for our common stock for the pesiatlicated:

2007 2006
High Low High Low
January —March 31 $ 59.12 $ 4787 $ 713 $ 61.5]
April 1—June 3( $ 67.6¢ $ 520 $ 66.61 $ 47.9¢
July 7—September 3 $ 70.0¢ $ 639 $ 59.6( $ 50.6¢
October —December 3. $ 1086: $ 6552 $ 6217 $ 51.1C

As of February 22, 2008, there were 53 érdaf record of our common stock. We estimateitt@ditided within the holders of record are
approximately 16,100 beneficial owners of our commtock. As of February 22, 2008, the closing pfizeour common stock was $81.98.

Dividend Policy

We have never paid and have no presenttinteto pay dividends on our common stock in thre$eeable future. We intend to retain any
earnings for use in our business operations.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated finahciata should be read in conjunction with our ctidated financial statements and related
notes andtem 7—Management's Discussion and Analysis ofrféiiah Condition and Results of Operationsluded elsewhere in this Annual
Report on Form 10-K. The historical results aremastessarily indicative of results to be expecteddture periods. The following information

is presented in thousands, except per share data.

Years Ended December 31

2007 2006 2005 2004 2003
Consolidated Statements of Operations Date
Revenue! $ 210,94: $ 159,63: $ 115,91 $ 73,59 $ 53,34
Operating expense
Research and developme 83,35: 57,57( 36,05: 30,71z 35,417
Selling, general and administrati 99,021 56,05 24,65t 21,41¢ 22,66
Cost of sale: 22,26! 17,02¢ 12,31t 8,25( 6,78
Total operating expens: 204,64( 130,65( 73,02 60,38! 64,867
Income (loss) from operatiol 6,30: 28,98: 42,89: 13,20¢ (11,52¢)
Other income (expense
Interest incom: 13,60z 10,70( 5,35¢ 2,98¢ 2,43¢
Interest expens (2,179 (482 (29 (4) (112)
Equity loss in affiliate (321) (491) (754) (78t (952
Other, ne (82€) 1,19¢ 53 43 187
Total other income (expense), | 10,28( 10,92¢ 4,62¢ 2,24( 1,557
Net income (loss) before income 1 16,58: 39,90¢ 47,52: 15,44¢ (9,969)
Income tax benef 3,27¢ 34,057 17,49 — —
Net income (loss $ 19,85¢ $ 73,965 $ 65,01¢ $ 15,44¢ $ (9,969
I T T . ———
Net income (loss) per shal
Basic(1) $ 094 $ 321 % 28t $ 071 $ (0.47)
I L N . ——
Diluted(1) $ 0.8¢ $ 3.0¢ $ 258 $ 0.6€ $ (0.47)
I L N . ——
Weighted average number of common shares outsigr
Basic 21,224 23,01( 22,82t 21,72¢ 21,13¢
I L N . ——
Diluted 22,45 24,13¢ 25,20¢ 23,35! 21,13t
I T T . ———
Years Ended December 31
2007 2006 2005 2004 2003
Consolidated Balance Sheet Dat
Cash, cash equivalents and marketable investmégi  $ 299,28 $ 264,160 $ 170,34° $ 139,14( $ 117,33
Total asset 587,01¢ 478,55( 291,41 207,15¢ 179,50:
Notes and leases payable 250,01« 250,02! 23 26 79¢
Accumulated defici (21,50 (41,360 (115,329 (180,34)) (295,790
Total stockholders' equit 295,79( 204,60¢ 275,10: 191,63t 167,76!

€
share.
@) :
and 2005, respectively.
3) Includes current portion of notes and leases payabl
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be readanjunction with the consolidated financial statetseand related notes appearing in this
Annual Report. The following discussion containsiMard-looking statements made pursuant to thelsafgor provisions of Section 21E of the
Securities Exchange Act of 1934 and the Privateiftges Litigation Reform Act of 1995, includingalstatements listed undéem 1A—Risk
Factors. These statements are based on our beliefs amdtexins as to future outcomes and are subjettks and uncertainties that could
cause our results to differ materially from antatigd results. Factors that could cause or congritwusuch differences include those discussed
below and described in this Annual Report on Fo@vKlunderltem 1A—Risk Factors—Forward-Looking Statemeatsd the other cautione
statements, cautionary language and risk factérf®rh in other reports and documents filed wite SEC. We undertake no obligation to
publicly update forward-looking statements, whethea result of new information, future eventstbeowise.

Overview

United Therapeutics Corporation is a bibtetogy company focused on the development and @raialization of unique products to
address the unmet medical needs of patients wittimghand lifethreatening cardiovascular and infectious diseasdsancer. We commenc
operations in June 1996 and, since our inceptiane ldevoted substantially all of our resourcestussitions and research and development
programs.

Our key therapeutic platforms are:

. Prostacyclin analogs, which are stable synthetim$oof prostacyclin, an important molecule produbgdhe body that he
powerful effects on blood vessel health and fumgtio

. Glycobiology antiviral agents, which are a classwfll molecules that have shown pre-clinical intlans of efficacy against a
broad range of viruses, such as hepatitis C; and

. Monoclonal antibodies, which are antibodies théitvate patients' immune systems to treat cancer.

We focus most of our resources on theseetkey platforms. We also devote resources todhenercialization and further development
of telemedicine products and services, principdhthe detection of cardiac arrhythmias.

We commenced operations in June 1996. Warb® earn pharmaceutical revenues in May 20@2 a# received FDA approval for
Remodulin, our lead product, by subcutaneous (utigeskin) infusion to treat pulmonary arterial bytension (PAH). Remodulin is also
approved in 33 countries throughout the world forilsr uses. Marketing authorization applicatioms eurrently under review in other
countries.

Revenues
We derive substantially all of our reverfirgm the sale of Remodulin, a prostacyclin analog.

Our sales and marketing team consistegpfcximately 65 employees as of December 31, 200Trom approximately 20 employees as
of December 31, 2006, with further growth expeéte®008. Our marketing team is divided into two epgmately equal groups. The first
group is primarily responsible for national andyiaregional medical practice accounts currentlg@ibing Remodulin, while the second grt
is primarily responsible for smaller, local, comrityroriented medical practices not currently présiog Remodulin. Our distributors augment
the efforts of our sales and marketing

49




staff. We face stiff competition from several otkempanies that market and sell competing therapidsve expect this competition will
continue to grow.

Remodulin is sold to patients in the Unifdtes by Accredo Therapeutics, Inc., CuraSdript, and Caremark, Inc., and outside of the
United States by various international distribut®& sell Remodulin in bulk shipments to theseritlistors. Because discontinuation of our
therapy can be life-threatening to patients, welirethat our distributors maintain inventory levak specified in our distribution agreements.
Due to the contractual requirement to maintain mimmim level of inventory, sales of Remodulin totdisitors in any given quarter may not be
indicative of patient demand during that quarteradidition, inventory levels reported by distritnstare affected by the timing of their sales
around the end of each reporting period. Our Ua8el distributors typically place one order per thpusually in the first half of the month.
The timing and magnitude of our sales of Remodataffected by the timing and magnitude of thegk drders from distributors. Bulk
orders placed by our distributors are based om &stimates of the amount of drug required for aes existing patients, as well as maintair
the contractual level of inventory that can megtrapimately thirty days' demand as a contingenpbBuptffective January 1, 2007,
CuraScript's minimum inventory requirement was oeadlifrom 60 days to 30 days to make its contra¢twaintory requirement consistent w
those of our two other U.S. distributors. This imary reduction resulted in a decrease in Cura8siiventory of approximately $2.0 million.
Sales of Remodulin are recognized as revenue wilareced to our distributors.

In March 2007, we entered into an exclugsigeeement with Mochida Pharmaceutical Co., Ltdo¢Mda), to distribute subcutaneous and
intravenous Remodulin in Japan. Mochida will bepoesible, with our assistance, for obtaining Japamearketing authorization for
Remodulin, including conducting bridging studieguied in Japan. We will supply study drug at narge to Mochida. Due to the bridging
studies and required Japanese regulatory reviemsnercial activities in Japan are not expectedtornence until 2010 or later. Upon receipt
of marketing authorization and pricing approval,dfiimla will purchase Remodulin from us at an agneeon transfer price. In addition,
Mochida has agreed to make certain exclusive Higinn rights payments to us. Payments for distidiourights received through the filing of
the New Drug Application will be recognized ratalblyer the estimated period of time from when thgnpent is due until marketing
authorization is received.

In addition to revenues from sales of Reutindwe have generated revenues from telemedmioducts and services primarily designed
for patients in the United States with abnormalrhgeythms, called cardiac arrhythmias, and iscliemeiart disease, a condition that causes
poor blood flow to the heart. We have also gendreggenues from sales of arginine (which deliveaanino acid that is necessary for
maintaining cardiovascular function) products amahf royalty fees from licensing agreements in timitédl States and other countries. In
September 2007, we stopped selling all argininelgets based on publications discounting the benefiarginine supplementation.

Expenses

Since our inception, we devoted substdptal of our resources to acquisitions and redeartd development programs. We incur
significant expenses in connection with our clihicils and other aspects of our research andldereent programs. Since the approval of
Remodulin in 2002, we have funded our operatioosfrevenue generated from the sales of our produnctservices. Our operating expenses
consist primarily of research and developmentjrggligeneral and administrative, cost of produtdsand cost of service sales.
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Major Research and Development Projet

Our major research and development projem¥e been and are focused on the use of trepitdstineat cardiovascular diseases,
glycobiology antiviral agents (a novel class of Bmmlecules that may be effective as oral thersipie treat infectious diseases, such as
hepatitis C, dengue fever and Japanese encephaifiteng other viruses, and monoclonal antibodiesi{@dies that activate a patient's immi
response) to treat a variety of cancers.

Cardiovascular Disease Projects

Subcutaneous use of Remodulin was apprbyele FDA in May 2002 and material net cash indvom the sales of Remodulin for
PAH commenced thereafter. In November 2004, the BPproved intravenous infusion of Remodulin forigrats who are not able to tolerate
subcutaneous infusion. This approval was basedtmeasbtablishing the bioequivalence of intraver®esodulin with subcutaneous
Remodulin.

We are working to develop an inhaled foratioh of treprostinil sodium for the treatment &HP. In June 2005, we commenced a 12-
week randomized, double-blind, placebo-controllédg® 11l trial of inhaled treprostinil in patientsth PAH who were also being treated with
and were optimized on Tracleer, an oral endottettagonist. This trial, TRIUMPH-1TR eprostinill nhalationU sed in theM anagement of
P ulmonary ArteriaH ypertension), was conducted at approximately 3@ecetin the United States and Europe. In May 28@8FDA agreed
to also permit the inclusion in the trial of PAHtieats who were also being treated with and op#mhian Revatio, an oral PDES5 inhibitor
marketed by Pfizer Inc. The FDA also agreed to agphe trial size to at least 200 patients, angetonit an interim efficacy assessment after
150 patients had completed the trial. We did nodoet the interim efficacy assessment.

In November 2007, we announced the conmgiedf our TRIUMPH-1 trial. The study population sisted of 235 patients. Preliminary
Analysis of the TRIUMPH-1 results demonstratesraprovement in median six minute walk (6MW) distabgeapproximately 20 meters
(p<0.0006, using the Hodges-Lehmann estimate anepbacametric analysis of covariance in accordanite tive trial's pre-specified statistical
analysis plan), in patients receiving inhaled tosginil as compared to patients receiving plac&i®A approval for inhaled treprostinil will be
sought by filing a New Drug Application (NDA). Theptineb inhalation device will also be submitted dpproval as part of this filing. Optin
is the ultra-sonic nebulizer that was exclusivedgdifor administration of inhaled treprostinil etTRIUMPH-1 trial. Optineb is manufactured
by NEBU-TEC International Med Products Eike Kern i&tin (NEBU-TEC), a German company. Optineb is appdom Germany and in other
European countries, but is not yet approved irLthiged States. We expect to file the New Drug Apgtion and the application for approval of
the Optineb device by mid-2008. FDA review of theWNDrug Application generally takes 10 months. Vilmmn filing for approval in the
European Union using the centralized filing prodegshe end of 2008.

We have also begun planning an open-labdlysn which patients on Ventavis, the only cuthegapproved inhaled prostacyclin, will be
switched to inhaled treprostinil. The study is eotpd to start in late 2008 and will continue throdlge FDA regulatory approval process for
inhaled treprostinil, which is currently expectede completed by mid-2009.

We are developing an oral formulation eptostinil, treprostinil diethanolamine, a novdt $arm. Two multi-national placebo-controlled
clinical trials of oral treprostinil in patients thiPAH commenced in October 2006. These trial$&igse 111 trials, in which both dosing and
efficacy are being studied. The FREEDOM-C trigd i$6-week study of up to 300 patients currentiapproved background therapy using a
PDES inhibitor, such as Revatio, or an endothalitagonist, such as Tracleer, or a combination ¢i.bthe FREEDOM-M trial is a 12-week
study of up to 150 patients, who are not on ankgemind therapy. Both trials are being conducteaparoximately 60 centers
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throughout the United States and the rest of theédwAs of December 31, 2007, there were approx@ge200 and 90 patients enrolled in the
FREEDOM-C and FREEDOM-M trials, respectively. Asrafbruary 18, 2008 there were approximately 2401&@dpatients enrolled in the
FREEDOM-C and FREEDOM-M trials, respectively.

We are also in the early planning stagetesigning a dose-ranging study for oral treprdgtincommence later in 2008 upon the
completion of both FREEDOM trials. A dose-rangiigdy measures the therapeutic effect of a drugeatqtermined escalating doses. The
results of this study should show correspondingeiased therapeutic benefit with increased dosage.

We incurred expenses of approximately $8&lon and $33.0 million, and $20.1 million dugrithe years ended December 31, 2007,
2006, and 2005, respectively, on Remodulin devetygmApproximately $228.9 million from inception date has been incurred on Remoc
development.

We are also developing a modified releasmfilation of beraprost (beraprost-MR) for PAH. &anost-MR is an oral prostacyclin analog.
In March 2007, Lung Rx entered into an amendedeageat with Toray Industries, Inc. (Toray) to asswuand amend the rights and obligations
of the June 2000 agreement entered into betweeayBord us concerning the commercialization of bestgMR. This amended agreement is
discussed in greater detail in the section entldtegic Licenses and Relationship®e recognized approximately $14.0 million of expe
during the year ended December 31, 2007, relatétetbicensing transaction. Approximately $14.4rpenses were incurred on beraprost-MR
development during the year ended December 31,.2007

Infectious Disease Projects

We are in the planning stages of conduaifiase Il clinical trial with miglustat, a glyéolmgy compound which inhibits alpha-
glucosidase enzymes, to initially evaluate efficagginst hepatitis C. Miglustat is approved anclisently marketed in the United States and
Europe by Actelion Ltd for the treatment of Gauthedisease, a glycolipid storage disorder. Paterteption for manufacturing the compound
has expired. As a result of our research agreemigimthe University of Oxford, we have the exclusiight to commercialize miglustat as an
anti-viral agent for the treatment of hepatitisGir infectious disease program also includes gligdoy antiviral drug candidates in various
preclinical and clinical stages of testing. Thegdrin this program are being developed for thetitmeat of a wide variety of viruses. Through
our agreement with Oxford University, we are sufipgrresearch into new glycobiology antiviral catettes. We incurred expenses of
approximately $824,000, $753,000 and $3.2 millian the years ended December 31, 2007, 20062@d%8, respectively, on infectious
disease projects. Approximately $36.5 million fromaeption to date has been incurred for infectidigease programs.

Cancer Disease Projects

In April 2002, we entered into an agreemitth AltaRex Corp. (which later became AltaRex Nbad Corp., a wholly-owned subsidiary
of ViRexx Medical Corp.) (AltaRex) to exclusiveligénse monoclonal antibody immunotherapies. In Ddsms 2007, we announced the
completion of our two pivotal trials of OvaRex MAdglled IMPACT | and Il. Analysis of the resultsndenstrated that the studies failed to
reach statistical significance. The studies shomedifference between active (standard of careaid by OvaRex) and control (standard of
care followed by placebo) populations. The resefitd/PACT | and Il were consistent with each other.

Based on the results from the IMPACT | #rtdals, we decided to terminate our license agnent with AltaRex and to cease further
development of the entire platform of antibodiestised thereunder. We expect to incur approxim&tkly million in total close-out costs for
this program, of which we had incurred approxima®333,000 as of December 31, 2007.
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In December 2007, we entered into two agerds with Memorial Sloan-Kettering Cancer Ceni8KCC) to exclusively license certain
rights to two investigational monoclonal antibodi@g8 and 8H9, for the treatment of neuroblastonthraetastatic brain cancer. The
monoclonal antibody 3F8 is a mouse 1gG3 MAb, whhurrently used in an investigational settingtfar treatment of neuroblastoma, a rare
cancer of the sympathetic nervous system maingctffg children. 8H9 is also a mouse monoclongbady, but of the IgG1 subclass. The
8H9 antibody is highly reactive with a range of ramsolid tumors, including brain cancers. The 8Htbady is in early investigational
development for metastatic brain cancer. We exjgeloegin clinical development of these antibodie2008.

We incurred expenses of approximately $b&lBon, $10.5 million and $8.7 million during theears ended December 31, 2007, 2006
2005, respectively, on cancer projects. Approxitye86.8 million from inception to date has beeounred for the cancer programs.

Project Risks

Due to the inherent uncertainties involiuethe drug development, regulatory review and apglrprocesses, the anticipated completion
dates, the cost of completing the research andal@went and the period in which material net cadlows from these projects are expected to
commence are not known or estimable. There are mskg/and uncertainties associated with completiegdevelopment of the unapproved
products discussed above, including the following:

. Products may fail in clinical studie

. Hospitals, physicians and patients may not benglto participate in clinical studie

. Hospitals, physicians and patients may not propadlyere to clinical study procedures;

. The drugs may not be safe and effective or mayaqgterceived as safe and effective;

. Other approved or investigational therapies mayib&ed as safer, more effective or more conven

. Patients may experience severe side effects dtréagment

. Patients may die during the clinical study becahs& 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 théauof patients availab
for our studies;

. Patients may not enroll in the studies at the nage@xpect;

. The FDA, international regulatory authorities ocdbinternal review boards may delay or withholgmyals to commenc
clinical trials or to manufacture drugs;

. The FDA or international regulatory authorities nmaguest that additional studies be performed,;

. Higher than anticipated costs may be incurred duke high cost of contractors for drug manufacttesearch and clinic.
trials;

. Drug supplies may not be sufficient to treat thégueis in the studies; and

. The results of preclinical testing may cause delayhe commencement of clinical tria

If our projects are not completed in a fymaanner, regulatory approvals could be delayatiar operations, liquidity and financial
position could suffer. Without regulatory approval®e cannot
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commercialize and sell these products and, thexefimtential revenues and profits from these prtsdemuld be delayed or be impossible to
achieve.

Selling, general and administrative expenses

Selling, general and administrative expsrcgmsist primarily of salaries and related expemseluding stock option expense for corporate
and marketing personnel, travel, office expensesjrance, rent and utilities, professional feesegsing and marketing and depreciation and
amortization.

Cost of product sales

Cost of product sales consists of the timstanufacture or acquire products that are sotdisbomers. We manufacture treprostinil using
advanced intermediate compounds purchased in bark third-party vendors. We have approved threeloenthat have the capability to
manufacture greater quantities of these compowgsisdxpensively than if we did so ourselves. Weetxip begin commercial manufacturing
of treprostinil in our new facility in Silver Spigp Maryland, in 2008, which is when FDA approvatlod facility is expected. We anticipate t
upon commercialization of oral treprostinil, theeddor treprostinil diethanolamine, the active edjent in our tablet, will be greater than the
need for treprostinil sodium, the active ingredifemtRemodulin and inhaled treprostinil. As a réstile manufacturing process at the Silver
Spring facility consists of starting with an advarietermediate compound, making treprostinil diethamine and then converting that
compound to treprostinil as demand requires. Wigbelthat this will allow us the most flexibilitynd efficiency to meet future demands for
both forms of active ingredients.

Cost of service sales

Cost of service sales consists of the Ealastock option expense, and related overheagspary to provide telemedicine services to
customers.

Future Prospects

We have experienced annual revenue gromdeezling 30% each year since Remodulin was appriove@02. Continued growth at a hi
rate is contingent upon future commercial develapnoé our pipeline. One of our goals is to expamel tise of treprostinil-based drugs to
include the treatment of patients at earlier stadeéle PAH disease pathway. In other words, wé& seenove treprostinil from the last line of
treatment for the sickest patients to front linerttpy for newly diagnosed patients.

We expect to file for approval of inhaledprostinil with the FDA in mid-2008. If we are sgssful in obtaining FDA approval in
accordance with FDA requirements and anticipatgikve period, then we expect to begin commerciasal inhaled treprostinil in 2009. We
are currently in the later stages of developmemiusforal treprostinil formulation. We expect taalind our FREEDOM-C trial in late 2008. If
this trial is successful, we expect to file for el with the FDA in 2009 with commercial saleglming in 2010, assuming a regular FDA
review period.

We believe that our trials for both theatéd and oral formulations of treprostinil will baccessful and will lead to products that generate
revenues. However, for either or both of these foations, we could be required to do additionatiss which would delay commercializatic
This could reduce our ability to continue to growr cevenues at our historic rate. Delays, if thegus, should not reduce our ability to contil
revenue growth of Remodulin. Because PAH is a megjve disease with no cure, more patients eadchayealiagnosed with the disease and
many patients continue to deteriorate on the ctiapproved oral and inhaled therapies. In additieawill need to sign new distribution
agreements on acceptable terms for the inhaledhdormulations of treprostinil in the United &a and most foreign countries.
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While we have been profitable for each yaace 2003, we have experienced quarterly loggd3ecember 31, 2007, we had an
accumulated deficit of approximately $21.5 millidtuture profitability will depend on many factons¢luding the price, level of sales, level of
reimbursement by public and private insurance payhe impact of competitive products and the numlbeatients using Remodulin and ot
currently commercialized products and services.

Financial Position

Cash, cash equivalents and marketable timeggs (including all amounts classified as cureamt non-current, but excluding all restricted
amounts) at December 31, 2007, were approxima39 .8 million, as compared to approximately $264ilion at December 31, 2006.

Restricted marketable investments and tataled approximately $44.2 million at December 2107, as compared to approximately
$39.0 million at December 31, 2006. The restrigetbunts include approximately $39.2 million pledgedecure our obligations under our
financing arrangements for our Silver Spring, Mang, laboratory facility, discussed below un@éf Balance Sheet Arrangemerand
approximately $5.0 million set aside for our Supméstal Executive Retirement Plan and placed intabRerust.

Prepaid expenses at December 31, 2007, appr@ximately $5.9 million, as compared to appragely $9.2 million at December 31,
2006. The decrease was primarily due to the expgrddia portion of those assets used in operatiansg 2007.

Property, plant and equipment at DecemteRB07, were approximately $69.4 million as coregao approximately $34.7 million at
December 31, 2006. The increase was primarily ddld acquisition for $5.7 million of an office kding adjacent to our leased legal and
governmental affairs office in Washington, D.C.dawnstruction expenditures for our Research TteaRagrk, North Carolina, and Silver
Spring, Maryland, facilities projects of approximigt$21.8 million.

Accrued expenses at December 31, 2007, aygyeoximately $17.9 million, as compared to apprately $15.3 million at December 31,
2006. The increase was due primarily to an increa&emodulin-related royalty expense of approxegha$l.3 million and an increase in
accrued bonuses of approximately $1.1 million.

Common stock subject to repurchase at Dbeeil, 2007, was approximately $10.9 million, anpared to none at December 31, 2006.
The common stock subject to repurchase repregamisduance of 200,000 shares of our common sto€kray, which are subject to
repurchase under our amended license agreemernthekearay Amended License Agreemiamtfurther details.

Total stockholders' equity at DecemberZ}7, was approximately $295.8 million, as compaoegbproximately $204.6 million at
December 31, 2006. The increase in stockholdeud#yeig highlighted as follows (in thousands):

Balance at December 31, 2C $ 204,60¢
Net Income 19,85¢
Foreign currency translation adjustme 28t
Unrealized (loss) on availal-for-sale securitie (214)
Realized (loss) on availal-for-sale securitie (67¢)
Unrealized (loss) on pension liabili (552)
Exercise of stock optior 58,34«
Tax benefits primarily from the exercise of stogkions 32,08¢
Treasury stock repurchas (67,059
Options issued in exchange for servi 48,97¢
Stock issued for licens 131

Balance at December 31, 2C $ 295,79(

I
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Results Of Operations
Years ended December 31, 2007 and 2006

Revenues for the year ended December 37, 2@ere approximately $210.9 million, as compdcedpproximately $159.6 million for the
year ended December 31, 2006. The increase of apmately $51.3 million was due primarily to growithsales of Remodulin to o
distributors as a result of an increase in the remolb patients being treated with Remodulin.

The following table sets forth our revenbgssource for the periods presented (dollars ausands):

Years Ended
December 31,

Percentage
2007 2006 Change
Remodulin $ 200,87¢ $ 152,47¢ 31.7%
Telemedicine services and produ 7,72¢ 6,597 17.1%
Other product: 17¢ 557 (67.9%
Distributor fees 2,16( — N/A
Total revenue $ 210,94 $ 159,63: 32.1%

For the year ended December 31, 2007 aff, 2pproximately 87% and 90% of our Remodulin ness, respectively, were earned from
our three distributors located in the United States

Total revenues are reported net of estichgtwernment rebates, prompt pay discounts anddieeso distributors for services. We pay
government rebates to state Medicaid agenciep#yator Remodulin. We estimate our liability forchurebates based on the historical level of
government rebates invoiced by state Medicaid dgemelative to U.S. sales of Remodulin. Prompt ghagounts are offered on sales of
Remodulin if the related invoices are paid in figherally within 60 days from the date of sale. &gmated our liability for prompt pay
discounts based on historical payment patterns pail to distributors for services are estimatsed on contractual rates for specific sen
applied to estimated units of service providedh®ydistributors for the period.

A roll forward of the liability accounts saciated with estimated government rebates, fedstabutors for services, and prompt pay
discounts as well as the net amount of reductiomevenues for these items are presented as fo(lavisousands):

Years Ended
December 31,

2007 2006
Liability accounts, at beginning of peri $ 2,36€ $ 1,59(
Additions to liability attributed to sales i

Current perioc 12,43¢ 9,44:

Prior period 27¢ —
Payments or reductions attributed to sale:

Current perioc (9,83¢) (7,167

Prior period (2,36€) (1,509

Liability accounts, at end of peric $ 2,87¢ % 2,36¢

| I

Net reductions to revenu $ 12,700 $ 9,44:

Research and development expenses werexapitely $83.4 million for the year ended Decem®kr2007, as compared to
approximately $57.6 million for the year ended Daber 31, 2006.
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The table below summarizes research and developoyengjor project and non-project components (dslia thousands):

Years Ended
December 31,
Percentage
2007 2006 Change
Project and nor-project:
Cardiovascula $ 3845¢ $  33,00¢ 16.5%
Cancel 13,87 10,46: 32.%
Infectious diseas 824 753 9.4%
Stock optior 12,37: 9,24( 33.%%
Other 6,80¢ 4,11( 65.7%
R&D expense from issuance of common stock
license 11,01 — N/A
Total research and development expe $ 8335 $ 57,57 44.8%

For the year ended December 31, 2007 nitrease in cardiovascular expenses was primaréytaexpensing a $3.0 million milestone
payment to Toray in connection with the amendeehise agreement for modified release beraprostglmsiaMR). For the year ended
December 31, 2007, the increase in our cancer anogixpenses as compared to 2006 was primarilyetetatthe development of our OvaRex
manufacturing processes. The research and develamxgense from issuance of common stock is retatéae 200,000 shares of our
common stock issued to Toray for our amended le@agseement for beraprost-MR.

Selling, general and administrative expengere approximately $99.0 million for the year eshdecember 31, 2007 as compared to
approximately $56.1 million for the year ended Dmber 31, 2006. The table below summarizes seltjipgeral and administrative expense
major categories (dollars in thousands):

Years Ended December 31

Percentage
2007 2006 Change
Category:
General and administrati $ 34931 $ 25,43¢ 37.2%
Sales and marketir 24,15¢ 14,43¢ 67.2%
Impairment charge 3,58 2,024 77.(%
Stock optior 36,35: 14,15¢ 156.¢%
Total selling, general and administrative expe $ 99,027 $ 56,05 76.7%

The increase in general and administraikpenses was due primarily to increased expensgspobximately: (1) $3.2 million for salaries
and related expenses from headcount growth to supppanding operations; and (2) $1.1 million ftiner operating expenses supporting the
growth in our operations. The increase in salesmarketing related expenses is the result of aréas®e in salaries and related expenses of
approximately $5.4 million primarily due to an ierase in staffing and an increase in travel expevisagproximately $1.3 million. In
November 2006, we settled an arginine infringentase and the $1.6 million settlement payment tleategeived was recorded as a reduc

to general and administrative expense.

Under the terms of her employment agreen@enamended, our Chief Executive Officer is estitio receive stock options in Decembe
each calendar year based on the average closimgibelof our stock for the month of December. AtcBmber 31, 2007, we granted her
options to purchase 582,607 shares of our comnuak sivhich represents one-eighteenth of one peafahe

57




increase in our market capitalization from its ager in December of 2006 based on the average glbgirprice of our stock for the month of
December 2007. Our stock market capitalizationgased approximately $1.0 billion from January D72Qo0 December 31, 2007. We
recognized stock option expense in December 20@p@foximately $20.3 million, representing the fagrket value of these stock options in
excess of the $3.5 million recognized at SepterBbeR007. Our market capitalization increased lyraxmately $814.7 million from
September 30, 2007, to December 31, 2007. Thetdéfdhis expense was an increase to additiondtipacapital.

An impairment of the intangible assetstadao the HeartBar product trade name totaling@pmately $2.0 million was recorded during
the year ended December 31, 2006. This impairmestrequired since the HeartBar product was discoati in January 2006 and is no longer
sold. In September 2007, based on a recent SupZeme decision concerning the enforceability ofgpais and a publication discounting the
benefits of arginine supplementation, we decidedigoontinue selling any arginine related prodaeid we reevaluated our assumptions used
in determining the recoverability of our arginingtgnts. As a result, an impairment charge of $illomwas recorded.

In December 2007, based on the announceofd¢mé failure of the IMPACT | and Il Phase lllais of OvaRex in advanced ovarian
cancer, the stock price of ViRexx declined We cdesd this decline to be an other-than-temporapairment of approximately $1.9 million.
Based on the quoted market price at December 317, 26e book value of our ViRexx investment is apmnately $505,000.

Cost of product sales was approximately Dd%tet product sales for each of the years endazbiber 31, 2007 and 2006. Cost of ser
sales was approximately 32% and 33% of service $afethe years ended December 31, 2007 and 288gectively.

Interest income for the year ended DecerBheR007, was approximately $13.6 million, as caneg to interest income of approximately
$10.7 million for the year ended December 31, 200 increase was due primarily to an increasedrkeat interest rates and amounts
available to invest.

Equity loss in affiliate represents ourrghaf Northern Therapeutics' losses. The equity insffiliate was approximately $321,000 for
year ended December 31, 2007, as compared to ap@i@ty $491,000 for the year ended December 306 28orthern Therapeutics' loss v
due primarily to expenditures for its autologousr(g transfer using materials derived from a pasewn body and not from foreign materials
such as viruses) gene therapy research for PAH.

We recognized an income tax benefit of apipnately $3.3 million and $34.1 million for theams ended December 31, 2007 and 2006,
respectively. The tax benefit generated for 2003 pramarily due to the amount of tax credits getegtaluring the year from our orphan drug
related research and development activities. Foy#ar ended December 31, 2006 the tax benefignéed was due primarily to reductions of
approximately $45.7 million in the valuation allowe against our deferred tax assets based on tarrdeation that certain of these deferred
tax assets are more likely than not to be reale&zabl

Years ended December 31, 2006 and 2005

Revenues for the year ended December 318, 2@ere approximately $159.6 million, as compdcedpproximately $115.9 million for the
year ended December 31, 2005. The increase of apmately $43.7 million was due primarily to growithsales of Remodulin to o
distributors.
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The following table sets forth our revenbgssource for the periods presented (dollars dusands):

Years Ended
December 31,

Percentage
2006 2005 Change
Remodulin $ 152,47¢  $ 109,19: 39.6%
Telemedicine services and produ 6,597 5,77: 14.5%
Other product: 557 68¢ (19.2)%
License fee! — 262 N/A
Total revenue $ 159,63. $ 115,91! 37.1%

For each of the years ended December 31§ a80d 2005, approximately 90% and 89%, respegtieélour Remodulin revenues,
respectively, were earned from our three distritgitocated in the United States.

A roll forward of the liability accounts seciated with estimated government rebates, fedstobutors for services, and prompt pay
discounts as well as the net amount of reductiomevenues for these items are presented as fo(ioviisousands):

Years Ended
December 31,

2006 2005
Liability accounts, at beginning of peris $ 159C $ 2,121
Additions to liability attributed to sales i
Current perioc 9,44% 6,78¢
Prior period —
Payments or reductions attributed to sale:
Current perioc (7,169 (5,700
Prior period (1,509 (2,619
Liability accounts, at end of peric $ 2,36€ $ 1,59(
L] |
Net reductions to revenu $ 944: % 6,78¢

Research and development expenses werexampgitely $57.6 million for the year ended DecemBikr2006, as compared to
approximately $36.1 million for the year ended Daber 31, 2005. The increase in expenses was dueuflyi to increased expenses for
treprostinil-related programs of approximately $lillion, primarily in our oral program, the adapt of SFAS No. 123R effective January 1,
2006, which resulted in the recognition of emplogtxk option expense of approximately $6.7 millian increase in expenses of
approximately $1.6 million related to stock optexpense for option grants to scientific advisorgfdiomembers, and an increase in spendi
our cancer program of approximately $1.7 milliohe$e increases were offset by a reduction of appairly $2.5 million in expenses
associated with our infectious disease researdjrano. During 2006, we purchased approximately $@lfon of advanced intermediate
compounds, which were either used or earmarkeddelin the production of clinical trial materiat four oral program. Because these
compounds are for research and development purphegswere expensed during the year. Be@r Research and Development Projects
above, for additional information regarding oureash programs.

Selling, general and administrative expsngere approximately $54.0 million for the year ehddecember 31, 2006, as compared to
approximately $24.7 million for the year ended Daber 31, 2005. The increase in selling, generaleaimdinistrative expenses was due
primarily to approximately $14.2 million of employstock option expense related to our adoptiorF#{SNo. 123R. Also
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contributing to this expense increase were an asgrén marketing related expenses of approxim&&ly million, representing an increase in
marketing staff and marketing initiatives, an irage in non-marketing related salaries (mainly duentincrease in headcount and salary
increases) of approximately $5.0 million and arréase in rent and other operating expenses, ptintaré to the opening of the new laborat
facility in Silver Spring, Maryland, of approxim#ge$2.1 million. In December 2006, Fred Hadeed, Bxecutive Vice President for Business
Development, resigned from his position with thenpany. In accordance with his employment contfdct, Hadeed received a salary payout
of two times his annual salary and the average $oeceived over the last two years, as well ainineediate vesting of all of his unvested
stock option grants. As a result, in December 20@6recognized a cash salary expense of approxyrtites million and a non-cash stock
option expense of approximately $3.9 million, reggreting 225,000 options which were immediately egst

An impairment of intangible assets reldtethe HeartBar product trade name totaling appnexély $2.0 million was recorded during the
year ended December 31, 2006. This impairment egsited since the HeartBar product was discontinmddnuary 2006 and is no long
sold. The decision to discontinue HeartBar didimgtact other aspects of our arginine business, winicludes sales of non-HeartBar arginine
products and license royalties from third partielfirey arginine based products. We made this daetiafter evaluating the recent clinical trial
results and market potential, among other things.

Cost of product sales was approximately Dd%tet product sales for the year ended Decembe2(6, which is consistent with
approximately 9% for the year ended December 3252Qo0st of service sales was approximately 33%enfice sales for the year ended
December 31, 2006, as compared to approximatelyf4@¥%e year ended December 31, 2005. The imprewtin the cost of service sales as
a percentage of service revenues was due to thelgio telemedicine service sales during 2006, witircorresponding increase in costs, as a
result of scheduling efficiencies.

Interest income for the year ended DecerBheR006, was approximately $10.7 million, as caneg to interest income of approximately
$5.4 million for the year ended December 31, 200 increase was due primarily to an increase sh eaailable for investing during 2006
and increased market interest rates.

Equity loss in affiliate represents ourrghaf Northern Therapeutics' losses. The equity losffiliate was approximately $491,000 for
year ended December 31, 2006, as compared to apm@i@ty $754,000 for the year ended December 30528orthern Therapeutics' loss v
due primarily to expenditures for its cell-basedgé&ansfer technology research for PAH.

An income tax benefit of approximately $3#illion was recognized for the year ended Decer3tie 2006, as compared to $17.5 million
for the year ended December 31, 2005. The beme?i®06 was due to an approximately $45.7 milliatuion in the valuation allowance of
our deferred tax assets as of December 31, 20@6rektuction of the valuation allowance is basedunreview of both historical and projec
taxable income which has shown that it is moréyiltlean not that certain portions of our deferrax &ssets will be realized. As a result, a
reduction of the valuation allowance related to metroperating loss carry forwards, all of our bess credits and other temporary assets was
required. The remaining valuation allowance of agpnately $6.8 million is on those deferred taxeasdhat need a capital gain to occur in
order to be recognized. Because these events tligelp to occur in the near future, we continoenaintain a valuation allowance. Prior to
2005, due to the company's long history of opegdtisses, we did not believe our deferred tax assmd a realizable value and they were fully
reserved. As a result, we did not report tax bénefi deferred tax assets prior to 2005. In 20G5reduced the valuation reserve by
approximately $19.7 million.
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Liquidity and Capital Resources

Until May 2002, we funded the majority afrmperations from the net proceeds of sales ofommon stock. Since May 2002, we have
funded the majority of our operations from revenueainly Remodulin-related, and we expect thisdntinue. We believe that our existing
revenues, together with existing working capitalogrces (consisting primarily of unrestricted castsh equivalents and marketable
investments), will be adequate to fund our operatidtiowever, any projections of future cash needscash flows are subject to substantial
uncertainty. Sedem 1A—Risk Factors—We have a history of lossdsyay not continue to be profitatdeditem 1A—Risk Factors¥e may
fail to meet third party projections for our revenar profits.

Net cash provided by operating activitiesvapproximately $49.1 million for the year endezt&nber 31, 2007, as compared to
approximately $51.8 million for the year ended Daber 31, 2006. The increase in cash provided byadipg activities is due primarily to
growth in sales of Remodulin and the collectionsaexeivables from sales. In addition, for the yeaded December 31, 2007, we also received
approximately $87.9 million in stock option exeejgroceeds and in excess tax benefits relatectsttitk option exercises as compared to
approximately $25.2 million during the year endestBmber 31, 2006. With the increase of our comnmekgprice in the fourth quarter of
2007, we experienced a much larger than usual wloistock option exercises. We don't expect tiaievel of stock option exercises
experienced in the fourth quarter of 2007 will éone into 2008 unless our common stock price irsedn a similar magnitude as it did in
2007.

Our working capital at December 31, 200&swpproximately $79.7 million, as compared to appnately $258.1 million at
December 31, 2006. The decrease is primarily dileetoeclassification of our $250.0 million 0.50%r®ertible Senior Notes (Convertible
Notes) from long term debt to short term debt aBefember 31, 2007, as a result of these Converibtes becoming eligible for conversi
by the bondholders. Our expectation, based on ndenstanding of historical behavior of holders afiertible notes with terms similar to ot
is that our Convertible Notes will continue to kchuntil they mature in October 2011. Consequenmtly believe that we have approximately
$329.7 million of working capital available at Deaeer 31, 2007, for our operating needs.

We are currently constructing an approxetya200,000 square foot facility in Research Triarigark, North Carolina, which will consist
of a manufacturing operation and offices. The maatuiring operation will primarily be for oral treystinil, although it is expected to support
other programs, and the offices will be used bydinical development and sales and marketingstafho currently occupy a leased facility
the area. Construction of this facility is expectede completed in early 2009. The project may apgo $107.1 million, and we expect to
fund the construction of this facility from our cent working capital and working capital generdteth existing operations. As of
December 31, 2007, we have spent approximately8%hélion on this construction project.

In March 2007, we entered into a constarcthanagement agreement with DPR Construction(DfeR), based in Falls Church, Virgin
DPR will manage the construction of our manufacigigand office facility in Research Triangle Parlorthh Carolina. The agreement has a
guaranteed maximum price clause in which DPR aghedshe construction cost of the facility willtrexceed approximately $78.0 million,
which amount is subject to change with agreed-ugtamges to the scope of work. DPR will be respdasdy covering any costs in excess of
the guaranteed maximum price. If the ultimate oéshe project is less than the guaranteed maximpdoe, we will share a portion of these
savings with DPR. In addition, DPR must pay us fi@saif the construction is not completed by Fetsyu2009, which date is subject to cha
based on agreed-upon changes to the scope of @Bk.has no material relationship with us or anguf affiliates.

At the end of December 2007, we began coctsvn of a new office and laboratory building whiwill connect to our current laboratory
facility in Silver Spring, Maryland. The cost ofistproject is expected to be approximately $106llian. The construction of this facility is
expected to take two
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years to complete. Based on the current amounbdfing capital and working capital to be generdted future operations, we have decic
to self-fund this construction project.

During the year ended December 31, 2007ai@ approximately $1.2 million in interest to thelders of our Convertible Notes. We are
required to pay a semi-annual interest paymen6@6%®00 to our bondholders until the Convertibléddanature in October 2011.

Under our existing license agreements \geohligated to make royalty payments on sales afidrkilin that exceed annual net sales of
$25.0 million and on all arginine royalty fees riweel. Royalties on sales of all products currenigrketed range up to 10 percent of sales of
those products and are recorded as cost of sateg itbnsolidated statements of income.

Convertible Senior Notes

On October 30, 2006, we issued $250.0 onilbf Convertible Notes. Proceeds from the offerafter deducting the initial purchaser's,
Deutsche Bank Securities Inc. (Deutsche Bank)odistand commission and estimated expenses werexapgtely $242.0 million. The
Convertible Notes were issued at par value andrgayest in cash semi-annually in arrears on AfBiand October 15 of each year, beginning
in April 2007. The Convertible Notes are unsecwedubordinated obligations and rank equally wittotiler unsecured and unsubordinated
indebtedness. The Convertible Notes have an imitialersion price of $75.2257 per share. The CdiveNotes may only be converted:

(i) any time after July 15, 2011; (ii) during anglendar quarter commencing after the date of aalggsuance of the notes, if the closing sale
price of our common stock for at least 20 tradiaggin the period of 30 consecutive trading daydirenon the last trading day of the calendar
quarter preceding the quarter in which the conwearsiccurs is more than 120% of the conversion midbe notes in effect on that last trading
day; (iii) during the ten consecutive trading-dayipd following any five consecutive tradimgy period in which the trading price for the nc
for each such trading day was less than 95% ofltfeng sale price of our common stock on such datkiplied by the then current
conversion rate; or (iv) if specified significaristlibutions to holders of our common stock are eyapecified corporate transactions occur, or
our common stock ceases to be approved for listimgihe NASDAQ Global Select Market and is not lister trading on another U.S. national
or regional securities exchange. Upon conversidrglder will receive: (i) cash equal to the lesskthe principal amount of the note or the
conversion value; and (ii) to the extent the cosier value exceeds the principal amount of the,retares of our common stock. In addition,
upon a change in control, as defined in the indentnder which the Convertible Notes have beerestine holders may require us to
purchase all or a portion of their Convertible Noter 100% of the principal amount plus accrued amglaid interest, if any, plus a number of
additional shares of our common stock, as set farthe related indenture. The indenture under fwtti@ Convertible Notes were issued
contains customary covenants.

Concurrent with the issuance of the CoriblerfNotes (see Note 7 in tl@onsolidated Financial Statementave purchased call options
our common stock in a private transaction with Behe Bank AG London (the Call Option). The Call iOptallows us to purchase up to
approximately 3.3 million shares of our common ktat$75.2257 per share from Deutsche Bank AG Landqual to the amount of our
common stock related to the excess conversion whateve would deliver to the holders of the Cotitdds Notes upon conversion. The
Convertible Notes are generally convertible oncesbock price exceeds $75.2257 per share. TheGRaibn will terminate upon the earlier of
the maturity dates of the related Convertible Natethe first day all of the related ConvertibletB®are no longer outstanding due to
conversion or otherwise. The Call Option, whichtagsproximately $80.8 million, was recorded asduontion to additional paid-in-capital.

In a separate transaction that took placearrently with the issuance of the Convertiblad¢pwe sold warrants to Deutsche Bank AG
London under which Deutsche Bank AG London hagitite to purchase approximately 3.3 million shasésur common stock at an exercise
price of $105.689 per
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share (the "Warrant"). Proceeds received fromgheance of the warrants totaled approximately $#fl#bn and were recorded as an incre
to additional paid-in-capital.

The combination of the Call Option and Vdatreffectively serves to reduce the potentialtilitueffect of the conversion the Convertible
Notes. The Call Option has a strike price equah&conversion price for the Convertible Notes, tredWarrant has a higher strike price
$105.689 per share that serves to cap the amouliiugbn protection provided. The Call Option aWhrrant are settled on a net share basis.
The Warrant may be settled in registered or, stilbjecertain potential adjustments in the delivanyount, unregistered shares. Furthermore, if
additional shares are required to be delivered migipect to a settlement in unregistered sharasyoanti-dilution adjustments in the related
Convertible Notes, the Warrant provides that irement shall we be required to deliver in excessppiroximately 6.6 million shares in
connection with the Warrant. We have reserved apymately 6.6 million shares for the settlementlaf Warrant and have sufficient shares
available as of December 31, 2007, to effect setfesent.

Deutsche Bank AG London is responsiblepfaviding 100% of the necessary shares of our comstack upon an exercise of the Call
Option triggered upon conversion of the ConvertMtges by a bondholder. The shares of our comnmmorkshat Deutsche Bank AG London
will deliver must be obtained from existing shareleos. If the market price per share of our comrsimek is above $105.689 per share, we
be required to deliver to Deutsche Bank AG Londagrss of our common stock representing the valexdess of the Warrant strike price. In
accordance with the provisions of EITF No. 00-18 &FAS 133, these transactions meet the definiti@yuity and are indexed to our
common stock; therefore, the Call Option and Wdreae not considered derivative instruments orireguo be accounted for separately.

Stock Repurchases

In July 2006, in a privately negotiatechsaction, we repurchased 766,666 shares of our constock, par value $0.01 per share, from
Toray Industries for a cash purchase price of apprately $42.2 million (or $55.08 per share), pansito a stock purchase agreement bet
Toray Industries and us. The purchase price waavbeage of the closing price of our common stacktie 30 consecutive trading days eni
July 26, 2006. Toray Industries retains ownersliipd®,000 shares of our common stock.

Due to our desire to return value to owarsholders, on October 17, 2006, our Board of Darscapproved a stock repurchase program to
repurchase up to 4 million shares of our commoaokstwer a two year period. As of December 31, 2@pproximately 3.1 million shares have
been repurchased under the program at a cost ohxippately $182.5 million. Approximately 1.8 millioshares of our common stock were
repurchased using approximately $112.4 millionhef het proceeds from the issuance of the Converiibtes, based on the closing price of
our common stock on October 24, 2006, of $62.1¢ fBmaining shares were repurchased on the opé&emAs of December 31, 2007, we
had approximately 912,000 shares remaining unaeapiproved stock repurchase program. We may gisoatease shares outside of this
program.

Under the amended and restated agreeméniaiiay entered into in March 2007, we issueddcay 200,000 shares of our common
stock which are subject to repurchase. Toray hasigint, upon 30 days prior written notice, to resithat we repurchase these newly issued
shares at the price of $54.41 per share, whichtimaaverage closing price of our common stock betwkanuary 11, 2007, and February 23,
2007. We have not received notice from Toray tarelpase any of these shares of our common stock.

Income taxes

We recognized an income tax benefit of apipnately $3.3 million, $34.1 million and $17.5 toh for the years ended December 31,
2007, 2006 and 2005, respectively. The tax begefierated for 2007
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was primarily due to the amount of tax credits gatesl during the year from our orphan drug relaésgarch and development activities. For
the years ended December 31, 2006 and 2005, theetefit recognized is due primarily to reductiofigpproximately $45.7 million and
$19.7 million, respectively, in the valuation allamce against our deferred tax assets based oretarmdnation that certain of these deferred
tax assets are more likely than not realizable.

At December 31, 2007, we had, for fedarabme tax purposes, net operating loss carryforsvafdpproximately $69.8 million and
business tax credit carryforwards of approxima$i$.8 million, which expire at various dates frof12 through 2024. The majority of the net
operating loss carryforwards is attributable toreised stock options, the benefit of which wasireal as direct increases in additional paid-in-
capital. Business tax credits can offset futurelitgbilities and arise from qualified research exgieures. We have been and may continue to be
subject to federal alternative minimum tax andestatome taxes, even though we have significanbpetating loss and tax credit
carryforwards. We have paid and expect to conttoysay state income taxes. A portion of the netajieg loss carryforwards continues to be
reserved through a valuation allowance as of Deeer8b, 2007.

Section 382 of the Internal Revenue Conhédithe utilization of net operating losses whemership changes occur as defined by that
section. We have annually reviewed our ownershgngke position pursuant to Section 382. Through Bées 31, 2006, we have determined
that ownership changes have occurred in Decemtat, J&ine 1999, and November 2004 and, as a rewilttilization of certain of our net
operating loss carryforwards may be limited. Howewe do not expect any significant portion of oet operating loss carryforwards or
general business tax credits to expire unused. i&/ewarently reviewing the ownership changes ferybhar ended December 31, 2007.

Off Balance Sheet Arrangement

In June 2004, we entered into a synthegderating lease and related agreements with Waclimwalopment Corporation and its affiliates
(Wachovia) to fund the construction of a laboratiagility in Silver Spring, Maryland. Under thesgraements, Wachovia funded $32.0 mill
towards the construction of the laboratory facitityland owned by us. The construction phase coroateim 2004 and was completed in May
2006. Following construction, Wachovia leased #tmlatory facility to us with a term ending in M2§11. Under the 99-year ground lease,
Wachovia paid fair value rent to us for use ofldre during the construction phase and will pay ¥alue rent after the laboratory lease is
terminated. During the term of the laboratory le&d¥achovia will pay $1 per year to us for use & lgnd.

We pledged a portion of our marketable streents as collateral to secure our lease obligaitidt December 31, 2007, approximately
$39.2 million of marketable investments and castevpdedged as collateral and are reported ascestrmarketable investments and cash in
our consolidated balance sheet.

Upon termination of the lease, we will geally have the option of renewing the lease (sultfieapproval of both parties), purchasing the
laboratory at a price approximately equal to thedd construction cost, or selling it and repayvachovia the cost of its construction. We
have guaranteed that if the laboratory is sold, Mga@ will receive at least 86% of the amount itded toward construction. The maximum
potential amount of this guarantee is approxima$ly.5 million, equivalent to 86% of the total ctinstion costs of $32.0 million. We have
reported the fair value of this guarantee as amorent asset (prepaid rent) and ramrent liability (other liability). At December 32007, the
liability and the corresponding asset are approteiga$566,000, net of accumulated amortization.

The laboratory lease and other agreementsine, among other things, that we maintain a @ieted net worth of at least $70.0 million.
The agreements contain other covenants and
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conditions with which we must comply throughout tbase periods and upon termination of the ledisee lWere unable to comply with these
covenants and conditions, if the noncompliance wentired, and if the parties could not agree ottsenvthe agreements could terminate. A
termination of these agreements could result iddke of our liquid collateral, among other consates.

Wachovia receives monthly payments fromgesierally based on applying the 30-day LIBOR pditis approximately 55 basis points to
the amount funded by Wachovia towards the constnudf the laboratory. This monthly payment commezhwhen the laboratory construct
was completed in May 2006 and will continue urité termination of the lease in May 2011. The mgnplalyment from May 2006 through
December 2007 is recorded as rent expense.

Upon completion of our laboratory facilityMay 2006, Wachovia advanced to us approxim&igly million, which constituted the
remaining funds available for construction duehi® lengthy process involved in finalizing constiotcosts. At December 31, 2007, there
were no remaining construction advances.

Based on construction costs of approxinge®8R.0 million and the then current effective rat@pproximately 5.2% (equivalent to the
current 30-day LIBOR rate plus approximately 55i9@sints at December 31, 2007), the payments todde are approximately $1.7 million
annually. In addition, Wachovia paid us ground @&rapproximately $307,000 in June 2004 coverirggdbnstruction period through May
2006. This amount is being recognized as inconabhathrough May 2011.

We intend to enter into a construction agrent that generally obligates us to complete coctidon on a new combination laboratory and
office building that will connect to our existing\&r Spring, Maryland, laboratory facility. Upomecution of an amendment to our leasing
agreements with Wachovia permitting us to attaehniéw facility to the existing Silver Spring labtmg facility, the estimated fair value of the
building and the corresponding financing obligationWachovia will be classified as a componentwfBroperty, Plant and Equipment and as
a lease obligation in our consolidated balancetsfiée existing Silver Spring laboratory facilityillinot be considered a standalone structure,
which is a significant factor contributing to ourrgent off balance sheet accounting of it. We wdlhtinue to make lease payments to Wach
as specified in the agreement; however, those patgwéll be recorded as interest expense and atieduto the lease obligation instead of as
an operating lease payment.

Contractual Obligations

At December 31, 2007, we had contractuijations coming due approximately as follows (intsands):

Payment Due In

2009 2011 2013

to to and

Total 2008 2010 2012 Later
Notes payable and capital lease obligation $ 251,27. $ 251,27. $ — 3 — 3 —
Operating lease obligatiol 9,18( 2,981 5,107 1,07¢ 14
Purchase Obligations(: 5,76¢ 2,76¢ 2,00(¢ 1,00 —
Other long term Obligations(: 56€ — — 56€ —
Milestone payments(« 20,55¢ 2,43(C 8,91( 6,59( 2,62¢
Totals $ 287,337 % 259,44° $ 16,017 $ 923« $ 2,63¢
I I I I I

Q) In October 2006, we issued $250.0 million aggregaitecipal amount of Convertible Notes. The priratipalance of the notes is to be
repaid in cash. The notes can be redeemed by tighbtilers once the market price of our common stacleeds $90.27 for a specified
period which was satisfied as of December 31, 2@0Hile the Convertible Notes are classifed as cuywe believe that the
bondholders will hold the notes until maturity irct@ber 2011.
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2 Includes specified payments to Toray for clinic@ltmaterial and related servict

3) Upon termination of the synthetic operating leasé Wachovia for the laboratory facility, we wilkgerally have the option |
renewing the lease, purchasing the laboratoryliingét and repaying Wachovia the cost of its doastion. We guaranteed Wachovia
that if the laboratory is sold, Wachovia will reeeiat least 86% of the amount it funded towardsctirestruction. The final cost of
constructing the laboratory was approximately $3@ilon and the guarantee is estimated at appratéiy $27.5 million. The
remaining value of the guarantee is included ireptbng-term liabilities reflected in the statemehfinancial position. See the section
entitledOff Balance Sheet Arrangemeaitove for additional information.

4) We licensed products from other companies undensie agreements. These agreements generally inoilestone payments to |
paid in cash by us upon the achievement of prodextlopment and commercialization goals set fortbach license agreement. Total
milestone payments under these license agreemawshieen estimated based on the assumption thptdtects currently under study
will be successfully developed and on the estimétethg of these development and commercializagoals.

(5) As of December 31, 2007, we had approximately #8llon of unrecognized tax benefits. The tablelades these amounts due to
uncertainty of timing surrounding future paymei@se Note 8 to the consolidated financial statemfentadditional information.

Summary of Critical Accounting Policies
Income Taxes

We account for income taxes in accordanite 8tatement of Financial Accounting Standards&SyfNo. 109 Accounting for Income
Taxes. Under the asset and liability method of SFAS NP, deferred tax assets and liabilities are deterdnbased on the differences betw
the financial reporting and the tax bases of asseddiabilities and are measured using the teesrahd laws that are expected to apply to
taxable income in the years in which those tempyadédferences are expected to be recovered oesetfl net deferred tax asset or liability is
reported in the balance sheet.

At each reporting date, we consider wheithiermore likely than not that some portion oe #ntire net deferred tax asset is realizable. If
the net deferred tax asset is not fully realizathlen a valuation allowance is established to redhhe amount of net deferred tax assets reporte
in the balance sheet. Based on the weight of &vleilevidence at December 31, 2007, it was detewrtimat a partial valuation allowance
totaling approximately $7.5 million was necessdripacember 31, 2007.

Uncertain Tax Positions

In July 2006, the FASB issued FIN #&8counting for Uncertainty in Income Taxeand an interpretation of SFAS No. 109. FIN 48
clarifies the accounting for income taxes by priéseg the minimum recognition threshold a tax piositis required to meet before being
recognized in the financial statements. FIN 48 plswides guidance on derecognition, measuremkssification, interest and penalties,
accounting in interim periods, disclosure and titéors The interpretation applies to all tax pawits related to income taxes subject to
SFAS 109. FIN 48 is effective for fiscal years leging after December 15, 2006.

Remodulin Revenue Recognition

Product sales of Remodulin are recognizkdndelivered to distributors, which comprise austomers for Remodulin. Product sales of
Remodulin delivery pumps and related supplies @cegnized 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 BlenaAgent Title to these products passes upon
delivery. Had the net basis been applied, the atsafrrevenues and cost of product sales repontétki consolidated financial statements
would have been lower, but there would have beeimpact on net income or losses. Prompt paymenbdists, government rebates and fees
to a distributor are estimated and recognized éscteons of revenue in the same period that reveave recognized. Had these discounts,
rebates and fees not been reported as reductioeseriue, the amounts reported as revenues aimyselpenses would have been higher, but
there would have been no impact on net incomesses®.
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Return policies provide that product thas lexpired or become damaged in shipment may teecezh but not returned. We follow the
guidance provided by Statement of Financial AccmgnBtandards No. 4&evenue Recognition When Right of Return E{$tAS 48).
Exchanges for expired or damaged in shipment ptddgenerally less that 0.20% of the volume ofssthat we sell. An exchange for expired
vials generally occurs months after the vial wdd.dReserves for exchanges are not recorded upledsict expiration or damage occurred
during shipping are known to us. The shelf lifdR&modulin is two and one-half years from the ddtiéesananufacture. We rely on our
distributors to report damage in shipment or exjurs of Remodulin product.

One of our Remodulin distribution agreemsestipulated minimum quarterly purchases by theiligor for periods 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 distributaiity or inability to resell the product. As esult, revenues from sales to this distributo
recognized in the period that the Remodulin produdelivered to the distributor. During the yeansled December 31, 2007, 2006 and 2005,
approximately $20.6 million, $16.6 million, and $5nillion, respectively, was recognized as revefinom sales to this distributor who has
made voluntary purchases since June 30, 2005.

We closely monitor levels of inventory hetdistribution channels for contractual complianidee shelf life of Remodulin is 30 months.
Obsolescence due to dating expiration has not adestorical concern, given the rapidity with whiohr products move through the channel.
Changes due to our competitors' price movements havadversely affected us. We do not provideritiges to our distributors to assume
additional inventory levels beyond what is custoyriarthe ordinary course of business.

We record Remodulin and related produ@ssakt of the following significant categories obguct sales allowances: prompt payment
discounts, Medicaid discounts, and fees paid twibligors. Calculating each of these items involsigmificant estimates and judgments and
requires us to use information from external sosirce

Prompt payment discounts—We offer our distors a 2% prompt-pay cash discount as an inoemdi remit payment within the first
thirty days after the date of the invoice. Promay-pliscount calculations are based on the grossiainud each invoice. These discounts are
accounted for by reducing sales by the 2% discammdunt when product is sold, and applying earnstl déscounts at the time of payment.
Our customers have routinely taken advantage sfdisicount. If information is available, such aatstanding invoice, which would indicate
that the invoice will not be paid within the discdyeriod, we adjust the accrual to reflect actxqlerience as necessary and, as a result, the
actual amount recognized in any period may be tjiglifferent from the accrual amount.

Medicaid discounts—We record accruals &rates to be provided through governmental relratgrams, such as the Medicaid Drug
Rebate Program, as a reduction of sales when pragsold. These reductions are based on histmételte amounts and trends of sales eli
for these governmental programs for a period, dsageany expected changes to the trends of oalpobduct sales. In addition, we estimate
the expected unit rebate amounts to be used andtatg rebate accruals based on the expectedehangebate pricing. Rebate amounts are
generally invoiced and paid a quarter in arrearsghat the accrual consists of an estimate of theust expected to be incurred for the current
guarter's activity, and an estimated accrual farguarters' unpaid rebates. While we have noesggpced large variability in our estimated
rates of rebates, using historical amounts andlrepuld lead to fluctuations in recorded revenue th differences between amounts accrued
and amounts actually paid.

Distributor Fee and Non-Refundable Upfront Licend®evenue Recognition

Our revenue recognition policy for all nafundable upfront license and distribution rigietss and milestone arrangements are in
accordance with the guidance provided in the Comsionss Staff
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Accounting Bulletin ("SAB") No. 101Revenue Recognition in Financial Statemastamended by SAB No. 1(Revenue Recognitiarin
addition, we follow the provisions of EITF, Issue.ND0-21 Revenue Arrangements with Multiple DeliverahI@sITF 00-21) for multiple
element revenue arrangements. EITF 00-21 providielagce on how to determine when an arrangemeninalves multiple revenue-
generating activities or deliverables should béd#igt into separate units of accounting for rever@eegnition purposes, and if this division is
required, how the arrangement consideration shiogldllocated among the separate units of accourfitige deliverables in a revenue
arrangement constitute separate units of accouatingrding to the EITF's separation criteria, gnenue recognition policy must be
determined for each identified unit. If the arramgst is a single unit of accounting, the reveneegaition policy must be determined for the
entire arrangement.

Under arrangements where the license trilalision rights fees and research and developraetitities can be accounted for as separate
units of accounting, non-refundable upfront liceard distribution fees are deferred and recogrémevenue on a straight-line basis over the
expected term of our continued involvement in #search and development process. Revenues froachi®/ement of certain research and
development milestones, if deemed substantiveremagnized as revenue when the milestones arevachénd the milestone payments are
and collectible. Milestones are considered subistiftall the following criteria are met: (1) tmilestone payment is non-refundable;

(2) achievement of the milestone was not reasoredsyred at the inception of the arrangement;uf@tantive effort is involved to achieve the
milestone; and (4) the amount of the milestone gaytrappears reasonable in relation to the effgrérded, the other milestones in the
arrangement and the related risk associated witle@ement of the milestone. If any of these condgiis not met, we would recognize a
proportionate amount of the milestone payment upeoript as revenue that correlates to work alrgeaformed and the remaining portion of
the milestone payment would be deferred and reeedras we complete our performance obligations.

Intangible Assets

We adopted the provisions of SFAS No. 1@odwill and Other Intangible Asseten January 1, 2002, which eliminated the
amortization of goodwill. Rather, goodwill is subfeo at least an annual assessment for impairbyeapplying a fair value-based test that is
performed on October$t of each year. We continually evaluate whether tsvand circumstances have occurred that indicatethle
remaining value of goodwill may not be recoveralfieve believe impairment has occurred, we gengtadle a discounted cash flow
methodology to calculate the actual impairmentDAtember 31, 2007, we believed that goodwill wasmgpaired and therefore no
impairment losses have been recorded. This conelusibased on our judgment, taking into considemagxpectations regarding future
profitability and the status of the reporting unitich have reported goodwill. However, changestiategy or adverse changes in market
conditions could impact this judgment and requiténapairment loss to be recognized for the amohat the carrying value of goodwill
exceeds its fair value.

Marketable Investments

Currently, we invest portions of our cashriarketable debt securities issued primarily yomtions and federally-sponsored agencies.
We do invest in state and municipal government eiganmainly auction rate securities and in setectaporate debt issues. Due to our intent
and ability to hold these marketable debt investantil their maturities, these investments aporesd at their amortized cost. We believe
that we are able to hold these investments to ritytdue to the significant level of cash and caghivalents that we have and the generally
short term nature of the investments. The weightetage maturity on these investments is approgimnag months. If we did not have the
ability and intent to hold these investments touritt, we would have reported them in the consaédabalance sheets at their fair market
values with changes in the fair value being recdrde
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in our results of operations. At December 31, 2@8& amortized cost of these debt securities wasoapmately $141.0 million and their fair
values were approximately $140.9 million.

Stock Options

Effective January 1, 2006, we adopted #wevialue recognition provisions of SFAS No. 128Rare-Based Paymentising the modified
prospective transition method. Under the modifieaspective transition method, compensation costgeized in 2006 includes compensation
cost for all equity-based payments granted pridoubnot yet vest as of January 1, 2006. This egion is based on the grant date fair value
estimated in accordance with the original provisiohSFAS No. 123 and compensation cost for alltgdrased payments granted subsequent
to January 1, 2006, based on the grant date fhievestimated in accordance with the provisionSEAS No. 123R. Results for prior periods
have not been restated.

We have utilized the Black-Scholes-Mertatuation model for estimating the fair value of #teck options granted since adoption of
SFAS No. 123R, as well as, for option grants dughgrior periods. The Black-Scholes-Merton valoatmodel includes many assumptions
that are subject to substantial judgments, suclsladree rate of interest, expected dividend yjielkpected volatility, expected term of options
and expected forfeiture rate.

Expected Volatility—Yolatility is a measure of the amount by whichreaficial variable such as a share price has flustiu@distorical
volatility) or is expected to fluctuate (expecteaatility) during a period. We use the historicalatility based on the weekly price observations
of our common stock during the period immediatalycgeding the share-based award grant that is égleaigth to the award's expected term
(up to a maximum of five years). We believe thatdnical volatility within the last five years reggents the best estimate of future long term
volatility.

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

Expected Term of Optionshis is the period of time that the options grardesl expected to remain outstanding. We adopted B
simplified method for estimating the expected tefrshare-based awards granted during the year dbdeeimber 31, 2007 and 2006. The use
of SAB 107 to calculate expected term has beemdgtd past the original curtailment date of Decen3der2007. We are evaluating the
historical holding patterns of our options to datire if we can calculate a reasonable estimatamdéaed term for stock option grants
beginning in 2008. Given the increase in our sfaike, our stock options could be exercised sotimar we have seen in prior years.

Expected Dividend YieldWe have never declared or paid dividends on oumeomstock and does not anticipate paying any didde
in the foreseeable future. As such, the dividemddypercentage 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. We estimatddHeiture rate based on historical forfeiture esipnce for similar levels of employees to
whom options were granted.

Investments in Affiliates

The equity method of accounting is useddoount for some of our investments in affiliaies|uding Northern Therapeutics, Inc.
(Northern). The equity method of accounting gereralquires that we report our share of our atf@& net losses or profits in our financial
statements, but does not require that assetdjtiiedirevenues, and expenses of the affiliatesdmsolidated with our consolidated financial
statements. The equity method of accounting isghapplied generally due to the lack of control averse affiliates and the levels of owner:
held by us. Although our investment
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in Northern exceeds 50%, minority shareholdersgrssubstantive participating rights that precNdehern's financial statements from be
consolidated.

Other investments in affiliates are accedrfor on the cost method generally due to the tddignificant influence over these affiliates
and a less than 20% ownership by us. The cost methaccounting does not require that we reportshiare of the affiliates' net losses or
profits in our financial statements, nor are &ifiis’ assets, liabilities, revenues and expenseblidated with our consolidated financial
statements.

Lease of Laboratory Facility

In June 2004, we entered into a synthgterating lease and related agreements with Wachovimd the construction of a laboratory
facility in Silver Spring, Maryland. The construmti of the laboratory facility was completed in M2§06. The total cost of the construction'
$32.0 million. The laboratory facility is owned Byachovia, the lessor. We are the lessee and payor&viachovia now that the facility is
completed. This arrangement is a form of off badasiceet financing under which Wachovia funded 1@9%e costs for the construction of
the property and now leases the laboratory fadititys. We have provided a residual value guaraot®éachovia that the residual value of the
leased assets will be at least equal to a spedfigalint at lease termination.

In accordance with the guidance in SFAS Ny Accounting for LeasesEITF Issue No. 97-Implementation Issues in Accounting for
Lease Transactions, Including Those Involving Sp-Purpose Entities EITF Issue No. 97-10 he Effect of Lessee Involvement in Asset
Construction, and Financial Accounting Standards Board (FASBgrpretation No. 48Zonsolidation of Variable Interest Entitiesve
determined that the lease is properly classifiedregperating lease for accounting purposes. Fumitre, we determined that Wachovia has
sufficient substance such that it can be treatethasrelated entity and, accordingly, does natireqconsolidation into our financial
statements.

Operating leases of assets do not recuitiethe leased asset and the related rent obligh&aeported in the lessee's balance sheet, but
rather be disclosed as future commitments. In eshtcapital leases do require that the leased asgdeent obligations be reported in the
lessee's balance sheet as assets and debt. Civatigetevels of investment made by Wachovia asidftiliates in the laboratory could affect
the classification of the lease from operatingapital. In that event, we would include both theeds and debt associated with the laboratory
facility on our balance sheet.

Senior Executive Retirement Plan

We account for our Senior Executive RetigatPlan (SERP) in accordance with SFAS No Biiployers Accounting for Pensions
(SFAS 87), and SFAS 15Bmployers' Accounting for Defined Benefit Pensind ®ther Postretirement PlafSFAS 158), and related
standards and interpretations. In accordance WihSS387, a material change in the plan, such asgdalparticipant which occurred in August
2006, requires a remeasurement of the Plan. Sireze aire no plan assets, no interest on assetsumad earned. With the addition of a
participant in 2006, there is an unrecognized B@wice cost of approximately $713,000 as of Ddxmr31, 2007 which will be amortized
over the next 12 years, the average expected faturxéce period of all the plan participants. Inliéidn, any unrealized actuarial losses will be
amortized as an expense only when the cumulativecognized losses exceed 10% of projected bertgigations. Benefit payments are not
expected to be paid over the next five years simceurrent participants will reach the age of 6himi this time period.

Recent Accounting Pronouncements
Fair Value Measurements

In September 2006, the FASB issued SFAS B&aIr Value MeasurementsSFAS 157 defines fair value, establishes a fraomkefior
measuring fair value under generally accepted atauy principles, and expands disclosures aboutfliie measurements. SFAS 157 is
effective for financial statements
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issued for fiscal years beginning after November2®7, and interim periods within those fiscalrge&Ve are currently evaluating the impact
the adoption of this statement could have on aarfcial condition, results of operations or casw§.

Fair Value Option for Financial Assets and Liabilies

In February 2007, the FASB issued SFAS &, The Fair Value Option for Financial Assets and Fioal Liabilities—Including an
Amendment of FASB Statement No.. SFAS No. 159 permits an entity to measure mamyitial instruments and certain other items at fair
value that are not currently required to be meakatdair value. Entities that elect the fair vabion will report unrealized gains and losse
earnings at each subsequent reporting date. SFA%539as effective for fiscal years beginning aftezvember 15, 2007. We are currently
evaluating the impact the adoption of this statengenld have on our financial condition, resultopérations and cash flows.

Non-Refundable Advance Payments for Research and&epment Activities

In June 2007, the FASB ratified EITF Isdlee 07-3,Accounting for NorRefundable Advance Payments for Goods or SenddBe tUset
in Future Research and Development Activi{lel F 07-3), which provides that non-refundable aate payments for future research and
development activities should be deferred and akpétd until the related goods are delivered orétated services are performed. EITF 07-3
will be for fiscal years beginning after DecembBr 2007 and will be evaluated on a contract by re@ttbasis. This standard is not expected to
have a material impact on our future consolidatearnitial statements.

Collaboration Arrangements

In December 2007, the FASB ratified EITBuUs No. 07-1Accounting for Collaboration Arrangements Relatedhe Development and
Commercialization of Intellectual PropertiI TF 07-1), which provides guidance on how thetiparto a collaborative agreement should
account for costs incurred and revenue generateadles to third parties, how sharing payments @unisto a collaboration agreement shoul
presented in the income statement and certairetetisclosure requirements. EITF 07-01 will be @ffe for the Company beginning January
2009 on a retrospective basis. We are currentljuatiag the impact of the adoption of EITF 07-1Iviave, if any, on our consolidated
financial statements.

Noncontrolling Interests in Consolidated Financigbtatements

In December 2007, the FASB issued SFAS160, Noncontrolling Interests in Consolidated Financ&htements—an amendment of
ARB No. 51. SFAS No. 160 requires all entities to report rmmmlling (minority) interests in subsidiarieseguity in the consolidated
financial statements. Its intention is to elimindte diversity in practice regarding the accounfmgiransactions between an entity and
noncontrolling interests. This Statement is effeefor fiscal years, and interim periods withingkdiscal years, beginning on or after
December 15, 2008. Earlier adoption is prohibit&e. are currently evaluating the impact the adoptibthis statement could have on our
financial condition, results of operations and ctgis.

Business Combinations

In December 2007, the FASB issued SFASIMA(R), a revised version of SFAS No. 1Blisiness CombinationsThe revision is
intended to simplify existing guidance and convergemaking under U.S. generally accepted accogntiinciples (GAAP) with international
accounting rules. This statement applies prospagtio business combinations where the acquisiemte is on or after the beginning of the
annual reporting period beginning on or after Delmeni5, 2008, and may affect the release of owat@n allowance against prior acquisit
intangibles. An entity may not apply it before tdate. The new standard also converges finangaktiag under U.S. GAAP with internatiol
accounting rules. We are currently evaluating thedct the adoption of this statement could havewrfinancial condition, results of
operations and cash flows.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

At December 31, 2007, a substantial portibaur assets was comprised of debt securitieedsby corporations and federally-sponsored
agencies. The market value of these investmenttulites with changes in current market interessrdh general, as rates increase, the market
value of a debt investment would be expected toedese. Likewise, as rates decrease, the market vhlu debt investment would be expected
to increase. To minimize such market risk, we fsldh instruments to maturity at which time thesgriiments will be redeemed at their stated
or face value. At December 31, 2007, we had appratély $141.0 million in debt securities issuedéderally-sponsored agencies and
corporations with a weighted average stated inteats of approximately 4.4% maturing through Ma2€ii 2 and callable annually. The fair
market value based on quoted market prices ohilid-to-maturity portfolio at December 31, 2007 svepproximately $140.9 million.

At December 31, 2007, a portion of our tsa&s comprised of auction rate debt securitiseid by statsponsored agencies. While th
securities have long-term maturities, their interates are reset approximately every 7-28 daysutiitr an auction process. As a result, the
interest income from these securities is subjeataoket risk since the rate is adjusted to acconateoharket conditions on each reset date.
However, since the interest rates are reflectiveuofent market conditions, the fair value of theseurities typically does not fluctuate from
or cost. At December 31, 2007, we had approximat4,0 million in these debt securities with a virégl average stated interest rate of
approximately 6.3%. The fair market value baseduwoted market prices of these available-for-sal# decurities as of December 31, 2007
was approximately $54.0 million.

At February 28, 2008, we held approxima&3%.4 million of investments in municipal notelassified as current assets, with an auction
reset feature ("auction rate securities"). The dytey assets of these investments are generaltjesit loans which are substantially backed by
the federal government. In February 2008, auctfaitsd for approximately $11.3 million of our aumti rate securities and there is no assur
that currently successful auctions on the othetianicate securities in our investment portfolidiwontinue to succeed. As a result, our ability
to liquidate and fully recover the carrying valdeoar investments in the near term may be limit&a auction failure means that the parties
wishing to sell securities could not. All of ourcdion rate securities, including those subjechimfailure, are currently rated AAA, the highest
rating, by a rating agency. If the issuers are imtbsuccessfully close future auctions and tbegdit ratings deteriorate, we may be require
record an impairment charge on these investmengsb&lieve we will be able to liquidate our investisewithout significant losses within the
next year, and we currently believe these secaritie not significantly impaired, primarily dueth® government guarantee of the underlying
securities, however, it could take until the finadturity of the underlying notes (up to 30 yeaos)ealize our investments' recorded value.
Based on our expected operating cash flows, andtber sources of cash, we do not anticipate thenpial lack of liquidity of these
investments to affect our ability to execute ourent business plan or the carrying value of thegestments.

In June 2004, we entered into a synthegderating lease and related agreements with Wacliwalopment Corporation and its affiliates
(Wachovia) to fund the construction of a laboratiagility in Silver Spring, Maryland. Under thesgraements, we pay rents to Wachovia
generally based on applying the 30-day LIBOR réis ppproximately 55 basis points to the amountiéehby Wachovia towards the
construction of the laboratory. The total amountafistruction was $32.0 million. These rents, tfegee are subject to the risk that the LIBOR
rate will increase or decrease during the peridd termination in May 2011. At December 31, 20€¥ 30-day LIBOR rate was
approximately 4.6%. For every movement of 100 bpsists (1%) in the 30-day LIBOR rate, the rentdemthis lease could increase or
decrease by approximately $320,000 on an annudbasi3.
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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 balgineets of United Therapeutics Corporation &@esember 31, 2007 and 2006, and the
related consolidated statements of operationskistdders' equity, and cash flows for each of tiredtyears in the period ended December 31,
2007. Our audits also included the financial statetnschedule listed in the Index at Item 15 (a){Rese financial statements and schedule are
the responsibility of the Company's management.r@sponsibility is to express an opinion on théserfcial statements and schedule base
our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedts, ¢onsolidated financial position of United
Therapeutics Corporation at December 31, 2007 808,2and the consolidated results of its operatiomsits cash flows for each of the three
years in the period ended December 31, 2007, ifoomity with U.S. generally accepted accountingipiples. Also, in our opinion, the relat
financial statement schedule, when considerediatioa to the basic financial statements taken abale, presents fairly in all material
respects the information set forth therein.

As discussed in Note 7 to the consolidated findrste&ements, in fiscal year 2006, United Theraipsu€orporation changed its method of
accounting for stock-based compensation in accaalaith guidance provided in Statement of Finan&@ounting Standards no.123(R)
Share- Based Paymenis discussed in Note 8 to the consolidated fir@rstatement, United Therapeutics Corporation éetbpASB
Interpretation No. 48Accounting for Uncertainty in Income Taxesffective January 1, 2007.

We also have audited, in accordance with the Stasdz the Public Company Accounting Oversight Bo@nited States), the effectivenes
United Therapeutics Corporation's internal contredr financial reporting as of December 31, 20@&¢gd on criteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cassion and our report dated
February 28, 2008 expressed an unqualified opitiiereon.

/sl Ernst & Young LLP

McLean, Virginia
February 28, 2008

F-2




Report of Independent Registered Public Accountingrirm on
Internal Control over Financial Reporting

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited United Therapeutics Corporaticerinal control over financial reporting as of Decem®1, 2007, based on criteria
established in Internal Control—Integrated Framdwissued by the Committee of Sponsoring Organinatiaf the Treadway Commission (the
COSO criteria). United Therapeutics Corporatiorsagement is responsible for maintaining effedtiternal control over financial reporting
and for its assessment of the effectiveness ofriatecontrol over financial reporting included iretaccompanyinlylanagement's Report on
Internal Control Over Financial Reportir. Our responsibility is to express an opinion o @ompany's internal control over financial
reporting based on our audit.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coragwar financial reporting, assessing the risk
that a internal weakness exists, testing and etratuthe design and operating effectiveness ofinatiecontrol based on the assessed risk, and
performing such other procedures as we considezeessary in the circumstances. We believe thadadit provides a reasonable basis for our
opinion.

A company's internal control over financial repiogtis a process designed to provide reasonableassssuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that: €itam to the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatggaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion United Therapeutics Corporation naimed, in all material respects, effective intéctntrol over financial reporting as of
December 31, 2007, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@inited States), the 2007
consolidated financial statements of United Theutipe Corporation, and our report dated Februar288, expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

McLean, Virginia
February 28, 2008
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UNITED THERAPEUTICS CORPORATION
Consolidated Balance Sheets
(In thousands, except share and per share data)

December 31

2007 2006
Assets
Current asset:
Cash and cash equivalel $ 139,320 $ 91,06:
Marketable investmen 150,72¢ 136,68:
Accounts receivable, net of allowance of none fad2and $1 for 200 25,65¢ 22,45:
Other receivabl 2,95¢ 1,581
Interest receivabl 1,04¢ 1,611
Prepaid expense 5,94¢ 9,24:
Inventories, ne 13,21 12,04
Deferred tax asse 13,58¢ 2,691
Total current asse 352,46 277,37:
Marketableinvestment: 9,74( 36,41«
Marketable investments and c—restrictec 44,19¢ 38,98¢
Goodwiill 7,46¢ 7,46¢
Other intangible assets, r 962 3,14(
Property, plant, and equipment, | 69,35¢ 34,68
Investments in affiliate 1,247 4,70(
Deferred tax asse 93,70( 65,30¢
Other asset 7,89¢ 8,901
Total asset $ 587,01¢ $ 476,97:

Liabilities and Stockholders' Equity
Current liabilities:

Accounts payabl $ 2,000 $ 3,09:
Accrued expense 17,94: 15,26¢
Current portion of notes and leases pay. 250,01: 10
Other current liabilitie: 2,80¢ 882
Total current liabilities 272,76( 19,25(
Notes and leases payable, excluding current pa 2 250,01!
Other liabilities 7,58¢ 3,10(¢
Total liabilities 280,34t 272,36!

Commitments and contingencit
Common stock subject to repurchi 10,88: —

Stockholders' equity
Preferred stock, par value $.01, 10,000,000 staré®rized, no shares isst — —
Series A junior participating preferred stock, palue $.01, 100,000 authorized, no shares is — —
Common stock, par value $.01, 100,000,000 shatth®azed, 26,629,189 and 24,632,153 sh
issued at December 31, 2007 and 2006, respectimety22,247,592 and 21,475,078 outstand

at December 31, 2007 and 2006, respecti 26€ 24¢

Additional paic-in capital 548,32 408,80«

Accumulated other comprehensive inca 317 1,47¢

Treasury stock at cost, 4,381,597 shares and 8158hares at December 31, 2007 and 2

respectively (231,619 (164,56()

Accumulated defici (21,50)) (41,360
Total stockholders' equit 295,79( 204,60t
Total liabilities and stockholders' equ $ 587,01t $ 476,97



See accompanying notes to consolidated financgistents.
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Revenues
Net product sale
Service sale
License fee!

Total revenu

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

Total operating expens:
Income from operation

Other income (expense
Interest incom:
Interest expens
Equity loss in affiliate
Other, ne

Total other income (expense), |
Net income before income tax bent
Income tax benefi

Net income

Net income per common sha
Basic

Diluted

UNITED THERAPEUTICS CORPORATION

Consolidated Statements of Income

(In thousands, except per share data)

Weighted average number of common shares outsigr

Basic

Diluted

For Years Ended December 31

See accompanying notes to consolidated finanassients.
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2007 2006 2005
$ 201,34t $ 153,44¢ $ 110,41
7,43¢ 6,18¢ 5,241
2,16( — 262
210,94 159,63: 115,91
83,35: 57,57 36,05:
99,02 56,05: 24,65
19,91¢ 14,97: 10,24:
2,34: 2,05¢ 2,07:
204,641 130,65( 73,02:
6,30: 28,98: 42,89:
13,60: 10,70¢ 5,35¢
(2,17¢ (482) (29)
(321) (491) (754)
(826) 1,19¢ 53
10,28( 10,92¢ 4,62¢
16,58: 39,90¢ 47,52:
3,27¢ 34,05’ 17,49¢
$ 19,85¢ $ 73,960 $ 65,01¢
| | |
$ 09/ $ 321 $ 2.8F
| | |
$ 0.8 $ 3.06 $ 2.5¢
| | |
21,22 23,01 22,82t
| | |
22,45; 24,13¢ 25,20¢
| | |




UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Stockholders' Equity

(In thousands, except share data)

Common Stock Accumulated

Tax benefit from exercise

Additional Other
Paid-in Comprehensive Treasury Accumulated
Shares Amount Capital Income Stock Deficit Total
Balance, December 31, 20 22,955,12 $ 22¢ $ 375,94! 2,671 $ (6,879 $ (180,34)$ 191,63t
Net income — — — — — 65,01¢ 65,01¢
Foreign currenc
translation adjustmen — — — (220) — — (220)
Unrealized gain (loss) ¢
availablefor-sale securitie — — — 1,13¢ — — 1,13¢
Total other
comprehensive incon — — — 91¢€ — 65,01¢ 65,93:
Exercise of stock optior 889,87! 1C 14,95t — — — 14,96t
Tax benefit from exercise
of non-qualified stock
options — — 1,58¢ — — — 1,58¢
Options issued in exchan
for services — — 98¢ — — — 98¢
Balance, December 31, 20 23,845,00 23¢ 393,46 3,59¢ (6,879 (115,32) 275,10:
Net income — — — — — 73,96¢ 73,96¢
Foreign currenc
translation adjustmen — — — 33¢€ — — 33€
Unrealized (loss) on
availablefor-sale securitie — — — (2,459 — — (2,459
Total other
comprehensive incon — — — (2,119 — 73,96¢ 71,84¢
Exercise of stock optior 787,14¢ 7 14,43; — — — 14,44«
Tax benefit from exercise
of non-qualified stock
options — — 12,23¢ — — — 12,23¢
Treasury stock repurchas — — — — (157,68¢) — (157,68¢)
Cost of call spread optior
net — — (35,400 — — — (35,400
Options issued in exchan
for services — — 24,06 — — — 24,06
Balance, December 31, 20 24,632,15 24¢€ 408,80 1,47¢ (164,56() (41,360 204,60t
Net income — — — — — 19,85¢ 19,85¢
Foreign currency
translation adjustmen — — — 28t — — 28t
Unrealized (loss) o
available-for-sale securitie — — — (214 — — (214
Realized (loss) o
available-for-sale securitie — — — (67¢) — — (67¢)
Unrealized (loss) on
pension liability — — — (552 — — (552
Total other
comprehensive incon — — — (1,159 — 19,85¢ 18,70(
Exercise of stock optior 1,797,031 18 58,32¢ — — — 58,34«



of non-qualified stock

options — — 32,08¢ — — — 32,08¢

Treasury stock repurchas — — — — (67,059 — (67,059

Options issued in exchan

for services — — 48,97¢ — — — 48,97¢

Stock issued for licens 200,00( 2 12¢ — — — 131
Balance, December 31, 20 26,629,18 $ 26€ $ 548,32° $ 317 $ (231,619% (21,50)% 295,79

See accompanying notes to consolidated finanassients.
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UNITED THERAPEUTICS CORPORATION

Consolidated Statements of Cash Flows

(In thousands)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net cashigeal by (used in) operating
activities:
Depreciation and amortizatic
Loss on disposals of equipme
Provisions for bad debt and write dow
Stock and options issued in exchange for sen
Impairment losse
Deferred tax benef
Provisions for inventory obsolescence and write
Amortization of premiums and discounts on marketabVestment
Equity loss in affiliate
Excess tax benefit from stc-based compensatic
Amortization of deferred financing cc
Issuance of stock for licen:
Changes of operating assets and liabilit
Restrictions on cas
Accounts receivabl
Interest receivabl
Inventories
Prepaid expense
Other asset
Accounts payabl
Accrued expense
Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie
Purchases of property, plant and equipn
Purchases of he-to-maturity investment
Purchases of availal-for-sale investment
Maturities of hel-to-maturity investment
Sales of availab-for-sale investmeni

Net cash (used in) investing activiti
Cash flows from financing activitie

Proceeds from exercise of stock optir
Proceeds from the issuance of Convertible Notdspfnissuance cos
Payments to repurchase common st
Purchase of call spread options,
Proceeds from excess tax bene
Principal payments on notes payable and capitaklealigation:

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of '

Cash and cash equivalents, end of \
Supplemental cash flow informati—cash paid for intere:

Cash paid for income tax

Years Ended December 31

2007 2006 2005

$ 19,85¢ 73,960 $ 65,01¢
3,427 2,71¢ 2,53¢

1,34¢ 24C 58

754 (151) 90

48,70 24,06 982

3,58: 2,02¢ —

(3,276) (37,04) (18,12%)

1,221 407 22¢

(4,06%) (1,249 (120)

321 49¢ 754

(29,60.) (10,76 —

1,59¢ — —

11,01 — —

(5,176) (2,396) (534)

(4,030) (8,86¢) (220)

49€ (812) (234)

(2,339) (1,00€) (3,46))

3,64: (2,867) (2,377)

(2,95¢) 2,38¢ (2,33))

(1,077) (1,087) (2,127)

2,667 4,89: 2,70¢

2,97¢ 4,44¢ 322

49,08: 49,38t 43,16t

(38,65¢) (15,639 (6,117)
(221,98 (120,40 (16,47%)
(80,00() (84,35() (61,05()

260,88 32,36( —

58,05( 86,40( 12,90(
(21,706 (101,629 (70,742)

58,34« 14,44¢ 14,96¢

— 242,02

(67,05¢) (157,68() —

— (35,400) —

29,60« 10,76: —
(10) (16) (795)

20,87¢ 74,12¢ 14,17(
48,25¢ 21,88 (13,406)

91,06’ 69,18( 82,58t

$ 139,32: 91,067 $ 69,18(
| | |
$ 1,21( 7% 29
| | |
$ 1,55¢ 304 $ 18E



See accompanying notes to consolidated finanassients.
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UNITED THERAPEUTICS CORPORATION

Notes to Consolidated Financial Statements
1. Organization and Business Description

United Therapeutics Corporation is a bibtextogy company focused on the development and anwialization of unique products to
address the unmet medical needs of patients wittnghand life-threatening cardiovascular and ititecs diseases and cancer. We were
incorporated on June 26, 1996, under the lawseoftiate of Delaware. We have the following wholyred subsidiaries: Lung Rx, Inc. (Lung
Rx), Unither Pharmaceuticals, Inc. (UPI), Unithedried, Ltd (Unither Telmed and formerly Unither dmledicine Services Corporation),
Unither.com, Inc., United Therapeutics Europe, Ltthither Pharma, Inc., Medicomp, Inc., Unither Kemgciences, Inc. (formerly Unither
Nutriceuticals, Inc.), LungRx Limited, Unither Bexth Inc., and Unither Virology, LLC

Our lead product is Remodulin®. Remodulesviirst approved for use on May 21, 2002, by théddl States Food and Drug
Administration (FDA) as a continuous subcutaneofigsion for the treatment of pulmonary arterial @égtpnsion (PAH) in patients with New
York Heart Association (NYHA) class II-1V symptonts diminish symptoms associated with exercise. dwédnber 2004, the FDA approved
intravenous infusion of Remodulin, based on databdishing intravenous bioequivalence with subcetars Remodulin, for patients who are
not able to tolerate a subcutaneous infusion. 062the FDA expanded its approval of Remodulimtdude patients requiring transition from
Flolan®, the only other FDA-approved intravenousgpacyclin. The FDA also agreed that we had felfilits Subpart H approval requirement
for a Phase IV post-marketing study to confirm¢heical benefit of Remodulin. In addition to thenited States, Remodulin is approved for
subcutaneous infusion in most of Europe, CanadagllsAustralia and several countries in South Aozeit is also approved for intravenous
infusion in Canada, Israel, Mexico, Argentina amalP Other international applications for the appt®f Remodulin are pending.

We have generated pharmaceutical revemagsdales of Remodulin and arginine products inthged States, Europe and Asia. In
addition, we have generated non-pharmaceuticahtesefrom telemedicine products and services itJthited States.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements idelthe financial statements of United Therape@iogporation and its wholly-owned
subsidiaries. All significant intercompany balanees transactions are eliminated in consolidation.

Cash Equivalents

Cash equivalents consist of highly liguigéstments with original maturities of three morah$ess at the time of purchase. Cash
equivalents consist of money market funds, comraépaper, and certificates of deposit and amoutttegbproximately $139.3 million and
$91.1 million at December 31, 2007 and 2006, rebpelg. Approximately $1.5 million at December 2007 and 2006 was held by a bank
compensating balance in order to reduce fees ctidng¢he bank. However, the agreement with the lgir@s not restrict our ability to
withdraw such balances.

Inventories

We manufacture certain chemical compousdsh as treprostinil-based compounds. We contrdhtthird-party manufacturers to make
our cardiac monitoring devices and to formulate Beéuatin. These inventories are accounted for unakefitst-in, first-out method and are
carried at the lower of cost or market.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Conhued)

Inventories consisted of the following, néteserves (in thousands):

December 31

2007 2006

Remodulin:
Raw materialt $ 3,36¢ $ 14¢
Work in progres: 4,782 7,801
Finished good 4,61F 3,35¢
Remodulin delivery pumps and medical supp 291 661
Cardiac monitoring equipment compone 15¢ 38
Arginine related product line — 37
Total inventories $ 13,21 $ 12,04

Property, Plant and Equipment

Property, plant and equipment are stat@dstt Depreciation of assets placed in serviceinsputed using the straightte method over tt
estimated useful lives of the assets. Estimateflilibees 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

Property, plant and equipment consistetth@ffollowing (in thousands):

December 31

2007 2006

Land $ 10,507 $ 9,78¢
Buildings, building improvements and leasehold ioyements 19,20: 13,02:
Buildings under constructic 26,13¢ 4,36%
Holter and event cardiac monitoring syste 3,91t 3,54(
Furniture, equipment and vehic 19,95¢ 13,23(
79,71« 43,94¢

Les—accumulated depreciatic (10,360 (9,269
Property, plant and equipment, | $ 69,35 $ 34,68

Depreciation expense for the years endesdéer 31, 2007, 2006 and 2005, was approximag® @illion, $2.4 million, and
$2.1 million, respectively.

The laboratory facility in Silver Spring,ayland, was completed in May 2006. It was finanitegdugh a synthetic operating lease with
Wachovia Development Corporation (Wachovia). Thigjgrt and its related financing are discussedadteN O in theConsolidated Financial
Statements|n addition, in late December 2007, we began ttaoson on a new combination office and laboratowiding
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

2. Summary of Significant Accounting Policies (Conhued)

which will connect to this laboratory facility. Thnew building is anticipated to cost approximat&196.1 million and is expected to be funded
from working capital. The building project couldkéaup to two years to complete.

In June 2006, we purchased 54 acres ofifaResearch Triangle Park, North Carolina, forragpmately $3.2 million which will be used
to build an approximately 200,000 square foot effimd manufacturing facility. The manufacturinglfgcwill formulate oral treprostinil and
future glycobiology antiviral compounds, and th&a& will be used by our clinical development anenfbdulin commercialization staff
currently occupying leased space in the area. Weipate that the building project which began &mlg 2007 will have an estimated cost of
approximately $107.1 million and is expected tduraed from working capital. The new facility ispected to be completed by early 2009.

In May 2006, we purchased land and a huidididjacent to our Silver Spring, Maryland, headtgua for approximately $1.8 million. In
January 2007, we paid $5.7 million for an officéltng adjacent to our leased legal and governnieitairs office in Washington, D.C.

Research and Development

Research and product development costexgensed as incurred. Research and developmenisegeonsist primarily of salaries and
related expenses, costs to acquire pharmaceutm@ligts and product rights for development, andwantsopaid to contract research
organizations, hospitals and laboratories for tleigion of services and materials for drug develept and clinical trials. Clinical trial
materials are expensed as research and developnpatse as they are used.

We expense the costs relating to the priimuactivities in our laboratory facility in Silv&Spring, Maryland as research and development
expense in the period incurred until such time ag&ceive approval from the FDA for the facility.

Costs incurred in licensing the rightsdohnologies in the research and development stapthat have no alternative future uses are
expensed as incurred and in accordance with thafepeontractual terms of the applicable licengeegments. Acquired in-process research
and development is expensed if technological féégibas not been demonstrated and there is moradtive use for the in-process technology.

Income Taxes

Income taxes are accounted for in accoranth SFAS No. 109Accounting for Income Taxe&nder the asset and liability method of
SFAS No. 109, deferred tax assets and liabilittesd@termined based on the differences betweefiniduecial reporting and the tax bases of
assets and liabilities and are measured usingthiates and laws that are expected to apply ebtaxncome in the years in which those
temporary differences are expected to be recovaredttled. The effect of a change in tax ratedefarred taxes and liabilities is recognized as
either a change in the valuation allowance or @oine in the period that includes the enactment dé&tkeiation allowances are provided aga
deferred tax assets, including those arising fretroperating loss carry forwards, if it is antidgthat some or the entire asset may not be
realized through future taxable income. We asseasgerly the likelihood that the deferred tax assétl be recovered from future taxable
income and to the extent we believe that recovenpot likely, a valuation allowance is establishEalthe extent that we establish a valuation
allowance or changes to the valuation allowanceioicca given period, an
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Conhued)

income tax expense or benefit (i.e. reduction gfemse) may be recognized in the statement of apesat-or the years ended December 31,
2006 and 2005, we released a portion of the valoatilowance on the deferred tax assets. See Natéh@ Consolidated Financial Statements
for further information.

On January 1, 2007, we adopted the pravisad FASB Interpretation of No. 48ccounting for Uncertainty in Income Tax&sN 48).
FIN 48 clarifies the accounting for uncertainty flocome taxes recognized in the financial statemant requires the impact of a tax position
to be recognized in the financial statements if guesition is more likely than not of being sustdrby the taxing authority. Implementation of
FIN 48 did not result in a cumulative adjustmenatcumulated deficit and did not have a materifglogfon our consolidated financial position
or results of operations.

Marketable Investments

Approximately $141.0 million and $162.1 iih of our marketable investments were considémdd-to-maturity securities at
December 31, 2007 and 2006, respectively. Held-dtunity securities are those securities which weehthe ability and intent to hold until
maturity and are recorded at amortized cost, agljufstr the amortization or accretion of premiumsliscounts. Premiums and discounts are
amortized or accreted over the life of the reldteldi-to-maturity security as an adjustment to yigthg the effective interest method. We
monitor our investment portfolio for impairment arperiodic basis. In the event that the carryinigezaf an investment exceeds its fair value
and the decline in value is determined to be othan-temporary, we record an impairment chargeestablish a new cost basis for the
investment at its then current fair value. In ortedetermine whether a decline in value is othanttemporary, we evaluate, among other
factors: the duration and extent to which the ¥alue has been less than the carrying value; tlaaiial condition of and business outlook for
the issuer, including key operational and cash flogtrics, current market conditions and futuredeeim the issuer's industry; the issuer's
relative competitive position within the industand our intent and ability to retain the investmfenta period of time sufficient to allow for a
anticipated recovery in fair value. Declines in k&rvalues below amortized cost that are considetleer-than-temporary are reported in the
statement of operations as losses.

Approximately $54.9 million and $46.3 nuili of our marketable investments were consideredable-for-sale securities at
December 31, 2007 and 2006, respectively. Avaitédniesale securities are those securities whicmaither intend to hold until maturity nor
intend to sell in the near term. Available-for-ssézurities are recorded at their fair values. @kann fair values are excluded from earnings
and reported in other comprehensive income. Outabta-for-sale-securities are auction rate debtigges which have long term maturities
and publicly traded equity securities. The interagts on auction rate debt securities reset appet&ly every 7 to 28 days through a re-
auctioning process. Since the interest rates averghy reflective of current market conditionse flair value of these securities typically
approximates cost.

Goodwill and Other Intangible Assets

Goodwill represents the excess of purcipaise and related costs over the value assign#tetaet tangible and intangible assets of the
business acquired. Other intangible assets regutim business acquired relate to covenants nobitgpete, employment agreements,
technology, patents, and trade names and werentlagst on the basis of independent valuations. Therantangibles are being amortized ¢
three to eighteen years, consistent with the teftise underlying agreements.

F-11




UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

2. Summary of Significant Accounting Policies (Conhued)

Goodwill is tested for impairment in Octolod each year. Intangible assets subject to amaditin are reviewed for impairment whenever
events or changes in circumstances indicate tleatalrying amount of an asset may not be recowverdble 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. Impairmese®$or other intangible assets are recognized wkeected future cash flows are estimated
to be less than the asset's carrying value. In genant's opinion, no impairment exists at Decerstie2007.

An impairment of intangible assets relatethe HeartBar product trade name totaling appnaxely $2.0 million was recorded during the
year ended December 31, 2006. This impairment e@sired since the HeartBar product was discontinudanuary 2006 and is no long
sold. In September 2007, based on a recent SupZene decision concerning the enforceability ofgmés and a publication discounting the
benefits of arginine supplementation, we reevatliate assumptions used in determining the recookoyr arginine patents. As a result using
a discounted cash flow methodology, we recognizetingairment charge of approximately $1.6 millianaacharge to selling, general and
administrative expenses. The impairment was rechirdéhe pharmaceutical segment of our business.

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

As of December 31, 200 As of December 31, 200
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
Goodwill $ 7468 $ — % 7468 $ 7465 $ — $ 7,46t

I I I I I |
Intangible asset:
Technology and paten 4,53: (3,570 962 6,164 (3,029 3,14(

Total intangible asse $ 453 % (3,570 $ 9%z $ 6,164 $ (3,029 $ 3,14

Total amortization expense for the yeaeenDecember 31, 2007, 2006 and 2005, was apprtedyr®b645,000, $324,000 and $479,000,
respectively. The intangible asset related to patim arginine has a remaining amortization penbdpproximately 5 years as of
December 31, 2007. As of December 31, 2007, theeggte amortization expense related to these iiftengssets for each of the five
succeeding years is estimated as follows (in thulsga

Years ending December 31

2008 $ 55¢
2009 122
2010 122
2011 122
2012 38

Investments in Affiliates

The investments in affiliates representiouestment in Northern Therapeutics, Inc. (NontheThe investment in Northern is being
accounted for on the equity method of accountingcivhequires us to report our share of the afffmhet losses or profits in our financial
statements, but does not require that assetdjtiisdirevenues and expenses of the affiliatesdmsolidated with our
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Conhued)

consolidated financial statements. We own approtéip®8% of Northern, but only hold 49.9% of thaing shares. The equity method is u
because the minority shareholders of Northern msssgbstantive participating rights as defined ByFHEssue No. 96-18nvestors Accounting
for an Investee when the Investor Has a MajoritthefVoting Interest but the Minority Shareholdersshareholders Have Certain Appro

or Veto Rights

Fair Value of Financial Instruments

The carrying amounts of cash and cash atprits, accounts receivables, accounts payableg@nded expenses, approximate fair value
due to their short maturities. The carrying valfienarketable investments and notes payable appaizuhits fair value based on quoted me
prices. The fair values of leases payable appraertieir carrying values based on notes that arewtly available to us for obligations with
similar terms and maturities.

Earnings per Common Share

Basic earnings per common share are compytelividing net income by the weighted averageber of shares of common stock
outstanding during the respective period. Dilutathings per common share are computed by dividgigntome by the weighted average
number of shares of common stock outstanding duhieageriod plus the number of shares issuable thEpexercise of outstanding stock
options and warrants using the treasury stock nadetho

At December 31, 2007, the holders of th@ponents of basic and dilutive earnings per sharas follows (in thousands, except per sl
amounts):

Years ended December 31,

2007 2006 2005
Net income (Numeratol $ 19,85¢ $ 73,968 $ 65,01¢
Shares (Denominator
Weighted average outstanding shares for basic 21,22« 23,01( 22,82¢
0.50% Convertible Senior No — — —
Dilutive effect of stock option 1,22 1,12¢ 2,381
Adjusted weighted average shares for diluted 22,45 24,13¢ 25,20¢
.| .| L]
Earnings per shai
Basic $ 094 $ 321 % 2.8t
.| .| L]
Diluted $ 08¢ $ 3.06 $ 2.5¢
I ;I |
Stock options and warrants excluded from calcute 4,77¢ 1,58¢ 2,02(
I ;I |

Certain stock options and warrants weremdtded in the computation of earnings per shaeause the exercise prices of these options
and warrants were greater than the average maniketqf our common stock during these periods;afwee their effect was antidilutive.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Conhued)
Use of Estimates

The preparation of financial statementsdnformity with generally accepted accounting pples requires management to make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosum@afingent assets and liabilities at the da
the financial statements. Estimates also affecteéperted amounts of revenue and expenses durngforting period. Actual results could
differ from those estimates.

Reclassifications
Certain prior period amounts have beerassified to conform to the current period presémtat
Stock Option Plan

Effective January 1, 2006, we adopted #wevialue recognition provisions of SFAS No. 128v(sed 2004)Share-Based Payment
(SFAS 123R), using the modified prospective tramsitnethod and therefore have not restated reful{srior periods. Under this transition
method, stock-based compensation expense in fiseal2006 included stock-based compensation exgensét share-based payment awards
granted prior to, but not yet vested as of, JantaB006, based on the grant-date fair value egtidna accordance with the original provisions
of SFAS No. 123Accounting for Stock-Based CompensafidBRAS 123). Stock-based compensation expenselfshale-based payment
awards granted after January 1, 2006 is basedeogrémt-date fair value estimated in accordance thi¢ provisions of SFAS 123R. We
recognize these compensation costs on a straighbhsis over the requisite service period of thard, which is generally the option vesting
term of three years. For awards that contain aopance condition, we recognize compensation aystmn accelerated attribution model. We
account for equity instruments issued to consudtamaccordance with SFAS No. 123 and EITF Issue98e18,Accounting for Equity
Instruments that are Issued to Other than Emploj@eAcquiring, or in Conjunction with Selling Ga®dr Service. Prior to the adoption of
SFAS 123R, we recognized stock-based compensatjmnse in accordance with Accounting PrinciplesrBqAPB) Opinion No. 25,
Accounting for Stock Issued to Employ(APB 25). In March 2005, the Securities and ExcleaBgmmission (the SEC) issued Staff
Accounting Bulletin No. 107 (SAB 107) regarding tREC's interpretation of SFAS 123R and the valnatioshare-based payments for public
companies. We have applied the provisions of SABifhGur adoption of SFAS 123R. See Note 7 inGbasolidated Financial Statemeriits
a further discussion of stock-based compensation.

Revenues
Revenues are recognized in the financééstents only when considered realizable and earned

Product sales of Remodulin are recognizedndelivered to distributors, which are our custmsrfor Remodulin. Product sales of
Remodulin delivery pumps and related supplies @cegnized when delivered to distributors on a ghasss in accordance with EITF Issue
No. 9¢-19, Reporting Revenue Gross as a Principal versus BlenaAgent Title to these products passes upon delivery.

We record Remodulin and related produassakt of the following significant categories odguct sales allowances: prompt payment
discounts; Medicaid discounts; and fees paid twilisors. Calculating each of these items involsigmificant estimates and judgments and
requires us to use information from external sosir@eompt payment discounts and government rebagesstimated
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)

2. Summary of Significant Accounting Policies (Conhued)

and recognized as reductions in revenue for theegsariod that revenues are recognized. Returnipslpgrovide that product that has expired
or become damaged in shipment may be replaceadbueturned.

Prompt payment discounts—we offer our dhistiors a 2% promppay cash discount as an incentive to remit paynwéthin the first thirty
days after the date of the invoice. Prompt-payalist calculations are based on the gross amouwgdaf invoice. These discounts are
accounted for by reducing sales by the 2% discamdunt when product is sold, and applying earnst deéscounts at the time of payment.
Our customers have routinely taken advantage sfdisicount. If information is available, such aatstanding invoice, which would indicate
that the invoice will not be paid within the discbyeriod the discount accrual is adjusted. Wesddhe accrual to reflect actual experience as
necessary and, as a result, the actual amountmzealin any period may be slightly different fraéhe accrual amount.

Medicaid discounts—we record accruals #drates to be provided through governmental relragrams, such as the Medicaid Drug
Rebate Program, as a reduction of sales when pragsold. These reductions are based on histételte amounts and trends of sales eli
for these governmental programs for a period, dsageany expected changes to the trends of oalpobduct sales. In addition, we estimate
the expected unit rebate amounts to be used andtatg rebate accruals based on the expectedehangebate pricing. Rebate amounts are
generally invoiced and paid a quarter in arrearsghat the accrual consists of an estimate of theust expected to be incurred for the current
guarter's activity, and an estimated accrual fargquarters' unpaid rebates.

Fees paid to distributors—we pay two of distributors fees for services that they rendeownbehalf. These fees are recorded as a
reduction to revenue. Fees to distributors areugecmonthly and are estimated based on contraettes for specific services applied to
estimated units of service provided by the distobsifor the period.

Distributor fees and non-refundable license revenue

Our revenue recognition policy for all na@fundable upfront license and distribution rigtetss and milestone arrangements are in
accordance with the guidance provided in the Cominigs Staff Accounting Bulletin ("SAB") No. 101Revenue Recognition in Financial
Statement$ as amended by SAB No. 104Révenue Recognitiohln addition, we follow the provisions of EITFsdue No. 00-21, Revenue
Arrangements with Multiple Deliverabl," (EITF 00-21) for multiple element revenue arramgnts. EITF 00-21 provides guidance on how to
determine when an arrangement that involves malti@lenue-generating activities or deliverablesikhbe divided into separate units of
accounting for revenue recognition purposes, attusfdivision is required, how the arrangementsideration should be allocated among the
separate units of accounting. If the deliverabtea revenue arrangement constitute separate dratcounting according to the EITF's
separation criteria, the revenue recognition pahimyst be determined for each identified unit. # grrangement is a single unit of accounting,
the revenue recognition policy must be determirmedHe entire arrangement.

Under arrangements where the license trilalision rights fees and research and developraetitities can be accounted for as separate
units of accounting, non-refundable upfront liceard distribution fees are deferred and recogrémevenue on a straight-line basis over the
expected term of our continued involvement in #wearch and development process. Revenues from the
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achievement of certain research and developmeasstoites, if deemed substantive, are recognizeglvaaue when the milestones are achit
and the milestone payments are due and collectilestones are considered substantive if all tiefving criteria are met: (1) the milestone
payment is non-refundable; (2) achievement of tilegtone was not reasonably assured at the ingepfithe arrangement; (3) substantive
effort is involved to achieve the milestone; angitte amount of the milestone payment appears nedd® in relation to the effort expended,
the other milestones in the arrangement and tlageklisk associated with achievement of the natestIf any of these conditions is not met,
we would recognize a proportionate amount of thiestone payment upon receipt as revenue that eteseto work already performed and the
remaining portion of the milestone payment wouldibé&rred and recognized as we complete our pediocmobligations.

Telemedicine and arginine revenue
Service sales from cardiac monitoring asialgervices are recognized when the serviceseafermed.
Product sales of cardiac monitoring systamsrecognized when delivered to customers artdllied.

Product sales from the arginine relatedipots were recognized when delivered to custonffettse products were consigned, sales were
recognized in the period that the consignee hakthel product. Product sales were recorded ndtafances for estimated returns and rebe

Trade Receivables

Trade receivables that are deemed collecdibd will be held until payment is received aparted in the consolidated balance sheets at
the outstanding amounts less an allowance for daludatcounts. We write off uncollectible receivablghen the likelihood of collection is
remote.

Other Receivables

Other receivables consist primarily of nem@ble import duties on shipments of Remoduliotteer countries.
Treasury Stock

Treasury stock is reported at cost, ingigdiommissions and fees.
Advertising Costs

Advertising costs are expensed when induelvertising costs expensed during the yearseeidEember 31, 2007, 2006 and 2005,
approximately $1.2 million, $630,000 and $31,0@3pectively.

Concentrations of Credit Risk, Suppliers, ProducRevenues and Customers

Financial instruments, which potentiallyoct us to credit risk, consist primarily of cagigney market funds, commercial paper,
marketable investments, and trade receivables. WAletain our cash and money market funds with mfij@ncial institutions. The amounts
deposited with these institutions exceed the Fédmposit Insurance Corporation insurance limite kéve not
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experienced any losses on such bank accounts.ddunercial paper and marketable investments have isseed by corporate, state and local
government agencies with high credit ratings anéebigrally sponsored agencies.

If these financial institutions, issuinghgpanies, federal agencies or customers failed fome their obligations under the terms of these
financial instruments, the maximum amount of lessulting from these credit risks would be approsataequal to the amounts reported in
consolidated balance sheets for cash and cashadepiis, marketable investments, accounts receiadulénterest receivable.

We currently rely on a single supplier $tability studies on Remodulin, the formulationoodl treprostinil and inhaled treprostinil, and to
analyze other products. Additionally, Remodulifiaemulated and packaged by a single formulatorh@lgh there are a limited number of
companies that could replace these suppliers, Vieveehat other suppliers could provide similanvgges and materials. A change in suppliers,
however, could cause a delay in distribution of Réoiin and in the conduct of clinical trials andvomercial launch for products in
development, which would adversely affect our resfeand development efforts and future sales affort

We rely solely on one manufacturer to makecardiac monitoring devices. Although thereatinited number of companies that could
replace this supplier, we believe that other sigpplcould provide similar services and materialshange in supplier, however, could cause a
delay in the manufacture and distribution of cazdignitoring devices which would adversely affeat sales efforts.

During the year ended December 31, 200/delin drug sales accounted for approximately @5%btal revenues.

The majority of Remodulin drug sales weigdmto United States distributors. In the Uniteatét, we have contracted with three
distributors which purchase and market Remoduliver& are several other qualified distributors twatid market Remodulin, if an existing
distributor ceased to market Remodulin. If thesgritiutor agreements expire or are terminated, uoektain conditions, we may have to
repurchase unsold Remodulin inventory held by fk&idutors.

In 2007, 2006 and 2005, approximately 88886 and 90% of our Remodulin revenues, respectivedye earned from customers located
in the United States. Foreign revenues were deffiged several countries mainly located in Europetially all of our long-lived assets are
located in the United States. At December 31, 208¥ 2006, trade receivables were due primarily floree customers in the pharmaceutical
segment.

We earned approximately 69% of our totaldmmestic revenues and approximately 63% of aat teet Remodulin revenues from one
customer in our pharmaceutical segment. Gross tmgefiom that customer totaled as follows (in tlemags):

Years Ended December 31,

2007 2006 2005

Accredo Therapeutic $ 136,97" $ 101,58 $ 75,317
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Receivable from Employees

At December 31, 2007 and 2006, we had aqpitely $46,000 and $38,000, respectively, in maarest bearing advances due from
employees. The advances are classified as othettsdaegheconsolidated balance sheets

Marketing and Consulting Agreements

In May 2007, we entered into a technicalises agreement with Kurzweil Technologies IncT (K a company controlled by Raymond
Kurweil, a member of our Board of Directors. Purstua this agreement, we agreed to pay KTI consyitees up to $12,000 monthly. We also
agreed to reimburse KTl on a monthly basis fonattessary, reasonable and direct out of pockensrgeln addition, we agreed to pay KT
to 5% royalty on certain sales of products reaslyratfributed to and dependent upon certain teadmoteveloped by KTl under the technical
services agreement. We incurred approximately $84i0 expenses during 2007 under this agreement.

In September 2002, we entered into a teahsiervices agreement with KTI. Pursuant to tgigament, we paid KTl $40,000 monthly for
consulting fees, additional sums for preapprovedmavork, and up to $1,000 monthly for reimbursetre# expenses for certain telemedicine
technology development services. In addition, wead to pay KTI a 5% royalty on certain sales aidoicts reasonably attributed to and
dependent upon technology developed by KTl undetahhnical services agreement and which are cousrelaims of an issued and
unexpired United States patent(s). The agreemestevminated by the parties as of December 31,.2006ng the years ended December 31,
2007, 2006 and 2005, we incurred approximately n$668,000, and $541,000, respectively, of feeseapenses related to this agreement, of
which approximately none were payable to KTl at &aber 31, 2007 and 2006.

4. License Agreements
Glaxo SmithKline

In January 1997, GlaxoSmithKline PLC (fortyé&known as Glaxo Wellcome, Inc.) assigned to atepts and patent applications for the
use of the stable prostacyclin analog L {now known as Remodulin) for the treatment oHP#d congestive heart failure. GlaxoSmithKI
has a right to negotiate a license from us if waidketo license any part of the marketing righta third party. Under the agreement,
GlaxoSmithKline is entitled to certain royalties sales exceeding a specified threshold from ua feeriod of ten years from the date of the
first commercial sale of any product containing Rein. If we grant any license to Remodulin tdid party, GlaxoSmithKline is also
entitled to a percentage of all consideration pleytibus by such licensee. We are responsibleliffpatent prosecution and maintenance for
Remodulin.

Pfizer License

In December 1996, Pfizer Inc. (formerly imoas Pharmacia & Upjohn Company) exclusively Igaghus patents and a patent application
for the composition and production of treprostibihder the amended 2002 license agreement witeRfie pay royalties to Pfizer of 4% on
annual net sales of Remodulin in excess of $25lmi This 4% royalty is subject to a 50% reduatifor royalties due to other parties. Under
the amended license agreement, Pfizer is entiti¢ldese royalties from us for
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a period of ten years from date of the first conuizsale in the applicable country of any produantaining Remodulin.
Medtronic MiniMed

We entered into an agreement with MedtrdfiiciMed (MiniMed) in September 1997 to collaboratethe design, development, and
implementation of therapies to treat PAH and pexiphvascular disease utilizing MiniMed productshwdubcutaneous Remodulin. In May
2006, MiniMed advised us that it intended to digoare making infusion pumps for subcutaneous dglivé Remodulin after first giving us
and our distributors the opportunity to purchasgiréd quantities. In November 2006, MiniMed andmgtually entered into a termination
agreement.

Toray Industries, Inc. License

In June 2000, we entered into an agreemintToray Industries, Inc. (Toray), for the exdltesright to develop and market beraprost, a
chemically stable oral prostacyclin analog, in statned release formulation (berapr88) in the United States and Canada for the tre#tofi
all cardiovascular indications. Under this agreetmn€aray was granted the right to receive an opgiant to purchase 500,000 shares of our
common stock (the Option Grant). Toray's rightdoaive the Option Grant was conditioned upon Terdglivery to us of adequate
documentation regarding the use of beraprost-SRiinans and its transfer of clinical trial matet@ls. The exercise price of the options
would be based on the average of closing markeg¢prof our common stock for the month precediniyesi of the clinical trial material.

In March 2007, Lung Rx entered into an adeeghagreement with Toray to assume and amendghis nd obligations of the agreement
entered into between Toray and us in June 2000ecnimy the commercialization of modified releaserfolations of beraprost (beraprddi).
Under our original agreement with Toray, we hadisige North American rights to commercialize beogt-MR in the United States for all
cardiovascular diseases. The amended agreemeits geaadditional exclusive rights to commerciabeeaprost-MR in Europe and broadens
the indication to vascular disease (excluding relisdase), among other revisions.

In accordance with the terms of the ameradgdement, in March 2007 we issued 200,000 slofi@msr common stock to Toray in
exchange for the cancellation of Toray's existightrto receive the Option Grant. At the time tineemdment was entered into, the conditions
for Toray's receipt of the Option Grant had notrbaeet. Under the terms of the amended agreemerdayhas the right to request that we
repurchase the issued 200,000 shares of our coratack upon 30 days prior written notice at the @€ $54.41 per share. We recognized
research and development expenses of approxinfst&ly) million relating to the issuance of the 200,8hares, because berapfg®-had no
yet obtained regulatory approval for commerciagésaln accordance with the provision of SFAS N@&, Accounting for Derivative
Instruments and Hedging Activiti, EITF 00-19 Accounting for Derivative Financial Instruments &xad to, and Potentially Settled in, a
Company's Own Stoclkand EITF Topic No. D-9&lassification and Measurement of Redeemable S@sirthese shares of common stock
are reflected in mezzanine equity as common stobjest to repurchase valued at the repurchase. gfi€eray requests that we repurchase
these shares, then an amount equal to the reperphias will be reclassified to a liability accounttil the repurchase is completed.
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The amended agreement also specifies thamake certain milestone payments to Toray dutiegievelopment period and upon U.S. or
European Union regulatory approval. Upon executibthe amended agreement, we made a $3.0 milligmpat to Toray in addition to the
issuance of the 200,000 shares of our common slisckissed above. Additional annual milestone paysnei$2.0 million are specified in the
amended agreement and are to commence in thediaster of 2008, increasing in $1.0 million increrteeannually through 2011. These
payments will be expensed when incurred. These patgrare contingent upon the receipt of clinidal material and commercial drug from
Toray that meet all regulatory standards and requents, including those relating to chemistry, nfacturing and controls, and are
documented to the satisfaction of U.S. and Eurof#@aon regulatory authorities. In addition, if Tgralects to terminate production of
beraprost-MR, no further payments would be due utitdeamended agreement. Conversely, if we eleefrtoinate development of beraprost-
MR, then all remaining milestone payments wouldlbe to Toray, unless certain regulatory standands@gquirements have not been met,
material problems have been identified with respechanufacturing and regulatory compliance.

On October 19, 2007, beraprost-MR receiegllatory approval in Japan for use in the treatréPAH.
Supernus Pharmaceutical License

In June 2006, we entered into an exclusbemse agreement with Supernus Pharmaceuticals($uipernus), for use of certain
technologies developed by Supernus in our sustaeledse oral treprostinil formulation. Under tiggesement, in return for the license, we will
pay Supernus certain amounts upon the achievemepeoified milestones based on the developmeatadftreprostinil and its commercial
launch. In addition, the agreement provides thatwllepay a royalty to Supernus based on net wordldwsales of the initial product. Any such
royalty will be paid for approximately twelve yearsmmencing with the first product sale and is eabjo adjustments as specified in the
agreement. Additional milestone payments and rgysyments may be due for the development and coaialieation of other products
developed using the technology granted in thiskee

Northern Therapeutics, Inc. Licenses

On October 15, 2006, Lung Rx entered im@xclusive license agreement with Northern Thartpg, Inc. (Northern), to obtain the
developmental and commercial rights to Northeralklzased gene transfer technology for the treatmERAH in the United States. Under the
terms of the agreement, Lung Rx would assume theloement activities of this technology upon thecassful completion of the current
Phase | trial being conducted by Northern in CanB#ACeT. In addition, Lung Rx will pay Northernrtan milestone payments during the
PHACET trial, totaling approximately $1.5 millioifi the trial is successful. We have incurred exgsrtstaling $150,000 and $500,000 during
the years ended December 31, 2007 and 2006, respggct/pon successful commercial launch of a padising this technology, royalties
would be due to Northern at various rates from 6%0% depending on sales level.

Stanford University and New York Medical College

Unither Pharma, Inc. has exclusively licmhpatents related to arginine-based dietary soppies to enhance the level of naturally
occurring nitric oxide in the vascular system fr&tanford University
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and New York Medical College. The licenses coverlawide territories and are valid for the life dfet patents. In return, Unither Pharma, Inc.
has agreed to pay royalties equal to 1% of nessd#lamino acid based products to each licenspetively, subject to reductions. Minimum
annual royalties of $10,000 are due to each licenso

Aradigm Licensing Agreement

In August 2007, Lung Rx entered into anlesige license, development and commercializatigre@ment with Aradigm Corporation
(Aradigm) for the rights to manufacture, develop aammercialize its AERx Essence® device, a pulmpdaug delivery system, for use as a
next-generation metered-dose inhaler with our itigational inhaled treprostinil product in patiemtgh PAH and other conditions. Under the
terms of the Agreement, we made an upfront paymoe$440,000 to Aradigm and paid an additional $880,in January 2008. Aradigm will
initiate, and is responsible for conducting andding, a study that includes a bridging clinicahtitomparing the AERx Essence technology to
the NEBU-TEC Optineb nebulizer used in our clinig&ll for inhaled treprostinil, TRIUMPH-1.

If the study is successful, we will purchapproximately $3.5 million of Aradigm's commoadk. Aradigm will receive certain
milestones and license fees over the course afelielopment period and we will fund the costs teellep, commercialize and manufacture
inhaled treprostinil for use with AERx Essence.

TransMIT License

In March 2007, TransMIT Gesellschaft fucfirologletransfer GmbH. (TransMIT), an affiliatetb& University of Giessen, assigned to
Lung Rx its entire interest in the patent rightatportable ultrasonic nebulizer and related teldgyoin order to make, have made, use and sell
products based on such patent rights. As considarfr the assignment, Lung Rx paid to TransMIpryximately $779,000 and agreed to
a 5% running royalty on net sales of nebulizeragigheir technology in Germany. However, no royaliyments are due to TransMIT until
royalties on net sales of products in Germany extlee original payment of approximately $779,000.

Memorial Sloan Kettering

In December 2007, we entered into two agexds with Memorial Sloan-Kettering Cancer Centd8KCC) to exclusively license certain
rights to two investigational monoclonal antibodigg8 and 8H9, for the treatment of neuroblastonthraetastatic brain cancer. The
monoclonal antibody 3F8 is a mouse IgG3 MAb, whghurrently used in an investigational settingtfor treatment of neuroblastoma, a rare
cancer of the sympathetic nervous system maingcéffg children. 8H9 is also a mouse monoclondbady, but of the IgG1 subclass. The
8H9 antibody is highly reactive with a range of famsolid tumors, including brain cancers. The 8Hftbady is in early investigational
development for metastatic brain cancer.

Under the terms of the licensing agreeme@n&KCC granted us an exclusive license for theettjgment and commercialization of the
3F8 and 8H9 antibodies for cancer throughout theeuse. In exchange for these exclusive licensesagveed to pay a royalty fee on net sales,
with an annual minimum royalty payment for eachitady. Milestone payments may also be due for theetbpment and commercializatior
these antibodies under our licenses.
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NEBU-TEC Supply Agreement

In June 2004 and September 2006, we eniet@Clinical and Commercial Supply AgreementsvNEBU-TEC International Med
Products Eike Kern GmbH. (NEBU-TEC) to provide foe availability of Optineb® inhalation devices ametated supplies for use in our
TRIUMPH-1 clinical trial of inhaled treprostinil @for commercial use following regulatory approvethe non-exclusive agreements provide
for NEBU-TEC to sell us Optineb devices and supptiespecified prices and payment terms for cliraca commercial use. The agreements
also specified the obligations that each partywigts respect to regulatory approvals. In Februdl9& we entered into an amendment to the
September 2006 Clinical and Commercial Supply Agreat under which the term of the agreement wasdeetto the first anniversary of the
first to occur of United States or European Unippraval of inhaled treprostinil. We also agreedetons for an advance order of Optineb
devices and related supplies following satisfactmsnpletion of a testing program in support of BNIDA filing. The amendment also clarified
certain regulatory obligations of the parties anavjtied NEBU-TEC with the first opportunity to selévices in Europe for so long as NEBU-
TEC was able to meet market demand.

On March 27, 2007, we entered into an esteiagreement with Mochida Pharmaceutical Co., (Mthchida) to distribute subcutaneous
and intravenous Remodulin in Japan. Mochida wiltdgponsible, with our assistance, for obtainingpidase marketing authorization, incluc
conducting necessary bridging studies. We will $yigpudy drug at no charge to Mochida. Due to theéding studies and required Japanese
regulatory reviews, commercial activities in Japag not expected to commence until 2010 or latpariteceipt of marketing authorization
and pricing approval, Mochida will purchase Remadfriom us at an agreed-upon transfer price. Iritatg Mochida has agreed to make
certain exclusive distribution rights payments $oWe received the first payment of $4.0 milliorMay 2007. Certain other distribution rights
payments are due as follows: (1) $4.0 million uRamodulin receiving orphan drug status in Japdretruary 1, 2008, whichever first occt
(2) $2.0 million upon filing a New Drug ApplicatidiNDA) in Japan; and (3) $2.0 million upon markegtapproval in Japan. Payments for
distribution rights received through the filingtbe NDA will be recognized ratably over the estiethperiod of time from when the payment is
due until marketing authorization is received.

6. Commitments
Oxford University

Unither Pharmaceuticals, Inc. (UPI) hassearch agreement with the University of Oxfordf(@X) to develop antiviral compounds
licensed from Synergy Pharmaceuticals and from faxféhe research agreement provided for paymenip ¢d approximately $1.1 million
over two years and had an initial term expiringeptember 2002, which was renewed until Septen{if@s.2Jnder the agreement, UPI is
required to fund the research and make milestopmeats to Oxford for successful completion of dalitrials. UPI will also pay to Oxford a
royalty equal to a percentage of net sales thatddRis from discoveries and products developedXfgr@®. The milestone payments and
royalties are subject to reduction depending updd-party contributions to inventions and/or thjpdrty licenses necessary to develop
products. On October 1, 2006, the research agreemsenextended through September 30, 2011, obligats to make 60 equal monthly
payments for a total amount of approximately $3ilfian. As of December 31, 2007, approximately $th#lion remains due on this
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contract. During the twelve months ended Decemte?307, 2006, and 2005, we have incurred appraeim&b652,000, $562,000, and
$544,000, respectively, in expenses under the tefrtigs agreement.

Milestone and Royalty Payments

We have licensed certain products from rotleenpanies under license agreements describedti 4in the Consolidated Financial
Statements These agreements generally include milestone paigrio be paid in cash by us upon the achieveofamrtain product
development and commercialization goals set fartiach license agreement.

Total milestone payments under these lie@wgeements are expected based on estimatestwhithg and success of the development
commercialization of products covered by theseagents to come due approximately as follows (iusands):

Years ending December 31,

2008 $ 2,43(
2009 $ 4,33(
2010 $ 4,58(
2011 $ 5,54t
2012 and thereafte $ 3,67(

Additionally, certain agreements describelote 4 to theConsolidated Financial Statememexjuire us to pay royalties. The royalties are
generally based on a percentage of net sales er ptoduct fees earned by us. Royalties will becdoewhen sales are generated and will
range from 1.0% to 12.0% of net product revenuedeéised in the respective agreements.

7. Stockholders' Equity
Stock Incentive Plan

Our Board of Directors adopted an equitseimtive plan (the Plan) effective in November 1987April 1999, the Board of Directors and
stockholders approved an amendment and restatexhtivg Plan that increased the total number ofeshaf common stock that may be issued
pursuant to the Plan to 14,939,517 shares, whidhdes 7,939,517 shares reserved for issuance t6HO under her employment agreement.
The Plan provides for the grant of awards to elgarticipants, including options (qualified anshqualified), stock appreciation rights,
restricted stock awards, and other rights as defime¢he Plan. Options currently granted underRtaan generally vest over a period of up to
three years, are not transferable and must gepémléxercised within 10 years. The price of atiayps granted under the Plan must be at least
equal to the fair market value of the common statithe date of grant. With respect to any particiggho owns 10% or more of our
outstanding common stock on the date of grantekeecise price of any incentive stock option grdrtethat participant must equal or exceed
110% of the fair market value of the common stoekie date of grant and the option must not becésadsle for longer than five years. We
have historically issued new shares to satisfyesbption exercises.
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Employee Options

We utilize the Black-Scholes-Merton valoatimodel for estimating the fair value of our gehstock options. Option valuation models,
including Black-Scholes-Merton, require the inptihighly subjective assumptions. Changes in theragsions used can materially affect the
grant date fair value of an award. These assungptimiude the risk-free interest rate, expecteiddivd yield, expected volatility, expected
forfeiture rate and the expected term of options.

Expected Volatility—Volatility is a measure of the amount by whichreafcial variable such as a share price has fltetugnistorical
volatility) or is expected to fluctuate (expectematility) during a period. We use the historicalatility based on the weekly price observations
of our common stock during the period immediatelyceding the share-based award grant that is @glexigth to the award's expected term
(up to a maximum of five years). We believe thatdnical volatility within the last five years reggents the best estimate of future long term
volatility. Since 2002, our annual volatility haanged from 92.9% in 2002, to 48.5% in 2007 witlamerage of 59.3% during the five-year

period.

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

Expected Term of OptionsFhis is the period of time that the options grardesl expected to remain outstanding. We adopted B
simplified method for estimating the expected tefirshare-based awards granted during the yearsidheleember 31, 2007 and 2006.
Expected Dividend Yie—We have never declared or paid dividends on oumeomstock and do not anticipate paying any divigendhe
foreseeable future. As such, the dividend yieldtpetage is assumed to be zero.

Expected Forfeiture Rate-This is the estimated percentage of options gchthtat are expected to be forfeited or cancelledroannual
basis before becoming fully vested. We estimatddHeiture rate based on historical forfeiture espnce for similar levels of employees to
whom options were granted.

Following are the weighted-average assummptised in valuing the stock options granted tpleyees during the years ended
December 31, 2007, 2006 and 2005:

Years ended December 3:

2007 2006 2005
Expected volatility 39.8% 42.6% 43.€%
Risk-free interest rat 4.1% 4.8% 3.7%
Expected term of optior 5.7 year 6.0 year 2.4 year
Expected dividen: 0.C% 0.C% 0.C%
Forfeiture rate 4.7% 8.2% 0.C%
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A summary of the status of our employeelstaptions as of December 31, 2007 and the chahgrésg the year then ended is presented

below:

Outstanding at beginning of peri
Granted

Exercisec

Forfeited

Cancelec

Outstanding at end of peric
Options exercisable at end of per

Expected to vest at December 31, 2

2007

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Exercise Term Value
Shares Price (in years) (% in 000s)
5,503,76! $ 43.8:
2,053,09: 72.01
(1,750,28) 32.2¢
(192,82) 57.7(
5,613,74' $ 57.2¢ 76 $ 226,64
& s |
3,416,51. $ 55.1% 6.6 $ 145,12¢
& s |
2,056,61 $ 60.5¢ 9.1 $ 76,29'
| | |

The total intrinsic value of options exermd during the years ended December 31, 2007, 20D2005, was approximately $88.8 million,
$30.5 million and $36.8 million, respectively. Tiveighted average fair value of options grantedrduthe year ended December 31, 2007,

2006 and 2005 was $31.44, $27.27 and $15.92, ridaglgc

As of December 31, 2007, there was apprateity $47.3 million of total unrecognized compemsatost related to nonvested employee
stock options which is expected to be recognizexst aweighted-average period of 2.1 years. Thé fmitavalue of shares vested during the
years ended December 31, 2007, 2006 and 2005,ppasxdmately $42.2 million, $20.5 million and $1%8llion, respectively

Total employee share-based compensatioenseprecognized for the years ended December BZ, &% 2006 are as follows (in

thousands, except per share data):

Years ended
December 31,

2007 2006
Cost of service sale $ 42 3 117
Research and developmt 10,96¢ 6,67¢
Selling, general and administrati 36,35: 14,15¢
Shar-based compensation expense before t 47,36¢ 20,95
Related income tax benef (27,92 (8,27¢)
Shar-based compensation expense, net of t $ 29,437 $ 12,67«

Equity-based compensation cost capitalasegdart of inventory during years ended Decembg@d7 and 2006, were approximately
$213,000, and $505,000, respectively. We recorgedoximately $31.4 million and $5.2 million in slkeabased compensation expense during
the years ended
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December 31, 2007 and 2006, respectively, relatdiet grant of options to purchase 2,053,093 ai®j083 shares of common stock to
employees, respectively.

The following table (in thousands, excegt ghare amounts) illustrates the effect on netrireand net income per share if we had appliec
the fair value recognition provisions of SFAS 128Requity-based compensation for the years endeébieer 31, 2007, 2006 and 2005.
Information for the years ended December 31, 200086 and 2005, is presented for comparative pugposky and is consistent with the

presented statement of operations.

Years Ended December 31,

2007 2006 2005
Net income, as reporte $ 19,85¢ $ 73,96 $ 65,01¢
Less total stock-based employee compensation egpbrisrmined undel
fair value based method for all awa — — (23,09
Pro forma net incom $ 1985¢ $ 73,96 $ 41,91¢
] ] I
Basic net income per common she
As reportec $ 094 $ 321 $ 2.8t
I I I
Pro forma $ — $ — 3 1.84
] ] I
Diluted net income per common she
As reportec $ 08¢ $ 3.06 $ 2.5¢
] ] I
Pro forma $ — $ — % 1.6€
I I I
A summary of option exercises under alrslzased payment is as follows (dollars in thousand
Years Ended December 31,
2007 2006 2005
Number of options exercise 1,797,031 787,14¢ 889,87!
Cash receive $ 58,34 $ 14,44 $ 14,96¢
As of December 31, 2007, there were 6,13®dhares available for grant under the plan.
Options granted to employees under thia Riare as follows:
Number of Weighted Average
Options Granted Grant Price
For the years ended December
2007 2,053,09. $ 72.01
2006 988,06: $ 56.1¢
2005 2,564,30. $ 55.3¢
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Options Issued in Exchange for Services

We issued options under the plan to coaststfor services during 2007, 2006 and 2005. Thiemws generally vest over a period of up to
one year. The fair value of these options is bedwggnized as expense over the performance petiazhws typically one year. The grant
activity is summarized as follows:

Weighted
Number of Average Grant
Options Granted Price
For the years ended December
2007 41,00C $ 53.2%
2006 49,437 $ 66.7(
2005 31417 % 48.0z

Stock Repurchases

In July 2006, in a privately negotiatechsaction, we repurchased 766,666 shares of our constock, par value $0.01 per share, from
Toray Industries, Inc. (Toray), for a cash purchasee of approximately $42.2 million (or $55.08 phare) pursuant to a stock purchase
agreement between us and Toray. The purchasevpaie¢he average of the closing prices of our comstock for the 30 consecutive trading
days ending on July 26, 2006.

Our Board of Directors approved a stockurepase program to repurchase up to 4.0 milliomeshaf our stock over a two year period on
October 17, 2006. As of December 31, 2007 and 28@6roximately 1.2 million shares and 1.9 millidrages, respectively, had been
repurchased under the stock repurchase prograrocet @f approximately $67.1 million and $115.5lioi, respectively. As of December 31,
2007, 911,669 shares remained eligible for repwehmder this program.

Preferred Stock
A total of 10,000,000 shares of preferrixtls with a par value of $0.01 were authorized997. No preferred stock has been issued.
Shareholder Rights Plan

In December 2000, our Board of Directorpraped the adoption of a Shareholder Rights Plaigded to discourage takeovers that
involve abusive tactics or do not provide fair \v&ato our shareholders. The Shareholder Rightsgttavides for a dividend distribution of one
Preferred Share Purchase Right (Rights) for eatdtanding share of our common stock. The dividdsttidution was made to shareholder:
record on December 29, 2000. The Rights will be@gable only if a person or group (except for @@rexempted persons or groups) acquires
15% or more of our common stock or announces eetenffier which would result in ownership of 15%rmore of our common stock. The
Rights entitle each holder of one share to purcbaseone-thousandth of a share of Series A Jumidicibating Preferred Stock (par value
$.01) and will expire on December 29, 2010. A tofal 00,000 shares of Series A Junior Participafireferred Stock with a par value of $.01
were authorized in 2000. No Series A Junior Panditthg Preferred Stock has been issued.
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Call Spread Option

Concurrent with the issuance of the 0.508av@rtible Senior Notes (Convertible Notes) (se¢eNbin theConsolidated Financial
Statements)we purchased call options on our common stoekpnivate transaction with Deutsche Bank AG Lon{tbe Call Option). The
Call Option allows us to purchase up to approxitya@e3 million shares of our common stock at $752per share from Deutsche Bank AG
London, equal to the amount of our common stockteel to the excess conversion value that we woelidet to the holders of the Convertible
Notes upon conversion. The Convertible Notes anegdly convertible once our stock price exceeds &757 per share. The Call Option v
terminate upon the earlier of the maturity datethefrelated Convertible Notes or the first dayoéithe related Convertible Notes are no longer
outstanding due to conversion or otherwise. Thé @alion, which cost approximately $80.8 millionasvrecorded as a reduction to additional
paid-in-capital.

In a separate transaction that took placearrently with the issuance of the Convertiblad¢pwe sold warrants to Deutsche Bank AG
London under which Deutsche Bank AG London hagitite to purchase approximately 3.3 million shavas common stock at an exercise
price of $105.689 per share (the Warrant). Procesuisived from the issuance of the warrants totafgagtoximately $45.4 million and were
recorded as an increase to additional paid-in-ahpit

The combination of the Call Option and Vdatreffectively serves to reduce the potentialtilitueffect of the conversion the Convertible
Notes. The Call Option has a strike price equah&conversion price for the Convertible Notes tredWarrant has a higher strike price
$105.689 per share that serves to cap the amoutiiutibn protection provided. The Call Option avhrrant are settled on a net share basis.
The Warrant may be settled in registered or, stilbjecertain potential adjustments in the delivanyount, unregistered shares. Furthermore, if
additional shares are required to be delivered meitipect to a settlement in unregistered sharasyanti-dilution adjustments in the related
Convertible Notes, the Warrant provides that irement shall we be required to deliver in excessppiroximately 6.6 million shares in
connection with the Warrant. We have reserved apmately 6.6 million shares for the settlementhsd Warrant and have sufficient shares
available as of December 31, 2007, to effect setfesnent.

Deutsche Bank AG London is responsiblepfaviding 100% of the necessary shares of our comstack upon an exercise of the Call
Option triggered upon conversion of the ConvertMtges by a bondholder. The shares of common statkDeutsche Bank AG London will
deliver must be obtained from existing shareholdétse market price per share of our common sie@dbove $105.689 per share, we will be
required to deliver to Deutsche Bank AG London ekaf our common stock representing the value ¢eex of the Warrant strike price. In
accordance with the provisions of EITF No. 00-18 &FAS 133, these transactions meet the definiti@yuity and are indexed to our
common stock; therefore, the Call Option and Warsaie not considered derivative instruments or ireduo be accounted for separately.
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Significant components of the provision foenefit from) income taxes attributable to operet consist of the following (in thousands):

Year Ended December 31

2007 2006 2005
Current:
Federal $ 634 $ — % —
State 103 86¢ 953
Foreign 78 — —
Total current 81t 86¢ 958
Deferred
Federal (39,029 (43,139 (18,706
State (83) (3,449 25¢
Total deferrec (39,109 (46,587) (18,44
Other Noi-Current
Federal 32,52¢ 10,32¢ —
State 2,491 1,331 —
Total other no-current 35,017 11,657 —
Total provision for (benefit from) income tax $ (3,27¢) $ (34,05 $ (17,499
| | |

Prior year amounts have been reclassifiembhform to the current year presentation. Otloercurrent is predominately related to equity
based compensation

A reconciliation of tax benefit computedta statutory federal tax rate on income (lossnfoperations before income taxes to the actual
income tax expense is approximately as followghHousands):

Years Ended December 31,

2007 2006 2005
Federal tax provision computed at 35% in 2007 &@b6234% in 200! $ 580¢ $ 13,877 $ 16,80«
State tax provision, net of federal tax provis 475 1,90¢ 1,21z
Change in the valuation allowance for deferredassets allocated to ti
expense! 79t (45,662) (36,939
General business cred (12,849 (4,359 —
ISO stock option expen: 1,23¢ 1,771 —
Change in rate of deferred tax as: 90z (1,402 —
Nondeductible expens: 364 (291) 1,42¢
Total income tax (benefi $ (3,27¢) $ (34,05) $ (17,49¢)

Deferred tax assets reflect the net efféciet operating loss carryforwards and the temyadéferences between the carrying amounts of
assets and liabilities for financial reporting pasps and
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the amounts used for income tax purposes. We aditipéetax law approach for determining the ordexfich deductions, carryforwards and

business credits are realized. Significant comptanefour net deferred tax asset as of Decembe2(®1/ and 2006, respectively, are
approximately as follows (in thousands):

December 31

2007 2006
Deferred tax asset
Net operating loss carryforwar $ 2,29¢ $ 86€
General business cred 69,77 46,35t
Impairment losses on investme 2,54: 3,27¢
Realized losses on marketable investm 4,63¢ 2,28¢
License fees capitalized for tax purpo 11,89¢ 8,881
Nonqualified stock optiol 20,44¢ 8,21(
Other 7,87¢ 6,454
Total deferred tax asse 119,46: 76,33
Deferred tax liabilities
Furniture and equipment principally due to diffezes in depreciatio (2,699 (1,579
Total deferred tax liabilitie (2,697 (1,579
Net deferred tax asset before valuation allow: 116,77: 74,75:
Valuation allowanct (7,54¢) (6,754
Net deferred tax ass $ 109,22: $  67,99¢

In assessing the valuation allowance ometideferred tax assets, we consider whethembi® likely than not that some portion or al
our net deferred tax assets are realizable. Weweour deferred tax assets on a quarterly basistermine if a valuation allowance is requi
primarily based on our estimates of future taxamteme. Changes in the valuation allowance basdti@assessment could result in the pe
of change in the recording of tax expense if tHeation allowance is increased or the recordingitifer a tax benefit or an increase to
additional paid-in-capital if the valuation allowamnis decreased. The change in the valuation atlogvduring the year ended December 31,
2007, related to losses in foreign subsidiariesttedmpairment of our investment in ViRexx thag aot deemed to be realizable.

At December 31, 2007, we had for federabme tax purposes net operating loss carryforwafrdpproximately $48.7 million and
business tax credit carryforwards of approxima$9.8 million which expire at various dates froni2@hrough 2025. As a result of certain
realization requirements of SFAS 123(R), the talfldeferred tax assets and liabilities shown almnes not include certain deferred tax assets
at December 31, 2007 and 2006 that arose directiy fax deductions related to equity compensaticexcess of compensation recognized for
financial reporting. Additional paid capital will be increased by approximately $48hiflion if such deferred tax assets are ultimatelglized
We have been and may continue to be subject todkdkkernative minimum tax and state income taggen though we have existing net
operating loss and credit carryforwards.

Section 382 of the Internal Revenue Conhédithe utilization of net operating losses whemership changes occur as defined by that
section. We have reviewed our ownership changdiposi
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pursuant to Section 382 through December 31, 28@&ave determined that ownership changes occuri@dcember 1997, June 1999, and
November 2004 and, as a result, the utilizationesfain of our net operating loss carryforwards faayimited. However, we do not expect ¢
significant portion of our net operating loss céorwards or business tax credits to expire unugéglare currently reviewing our stock trading
history for the year ended December 31, 2007 tertaio if any ownership changes pursuant to Se@&hhave occurred.

A reconciliation of the beginning and ermgllralance of the total amounts of unrecognized&nefit for the year is as follows (in
thousands):

Unrecognized tax benefit at January 1, 2 $ =
Gross increas—tax positions in prior perio 2,98¢
Gross decreas—tax positions in prior perio —
Gross increas—tax positions in the current peri —
Settlement: —
Lapse of statute of limitatior —

Unrecognized tax benefit at December 31, 2 $ 298¢

Included in the balance of unrecognized@mefits at December 31, 2007 are $1.8 milliotagfbenefits that, if recognized, would affect
the effective tax rate. We are unaware of any jmostfor which it is reasonably possible that thealtamounts of unrecognized tax benefits
significantly increase or decrease within the rigkinonths.

We recognize interest accrued related teaognized tax benefits and penalties as incomexpgnse.

We are subject to federal and state tanatidghe United States and various foreign jurigdits. Our tax years for 2004, 2005, and 2006
are subject to examination by the state tax autberand all of our federal tax years are subgeixamination as a result of none of our
business credits being utilized. We believe tharapriate provisions for all outstanding items haeen made for all jurisdictions and for all
open years.

9. Notes Payable
Convertible Senior Notes

On October 30, 2006, we issued $250.0 oniltf 0.50% Convertible Senior Notes due in Octd@fxrl (Convertible Notes). In connecti
with the issuance of the Convertible Notes, we alstered into a call spread option (See Note HAériConsolidated Financial StatementsThe
Convertible Notes were issued at par value andrgayest in cash semi-annually in arrears on AfBiand October 15 of each year, beginning
on April 15, 2007. The Convertible Notes are unsedwnsubordinated obligations and rank equall it other unsecured and
unsubordinated indebtedness. The Convertible Nates an initial conversion price of $75.2257 parshThe Convertible Notes may only be
converted: (i) any time after July 15, 2011; (iijrthg any calendar quarter commencing after the daoriginal issuance of the Convertible
Notes, if the closing sale price of our common ktioe at least 20 trading days in the period ott8@secutive trading days ending on the
trading day of the calendar quarter preceding tleetgr in which the conversion
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occurs is more than 120% of the conversion pric@fConvertible Notes in effect on that last tnadilay; (iii) during the ten consecutive
trading-day period following any five consecutivading-day period in which the trading price foe tBonvertible Notes for each such trading
day was less than 95% of the closing sale priciotommon stock on such date multiplied by the thw@rent conversion rate; or (iv) if
specified significant distributions to holders afr@ommon stock are made, specified corporate didions occur, or our common stock ceases
to be approved for listing on The NASDAQ Global&rIMarket and is not listed for trading on anotte®. national or regional securities
exchange.

As of December 31, 2007 our common stodtepras greater than 120% of the 75.2257 per staareersion price for more than 20 days
prior to and including the 30 consecutive tradiegslending December 31, 2007. As a result, theeh®ldf our Convertible Notes have the
right to convert their notes. As this conversiaghtiis outside of our control, the Convertible No&ee now classified as short-term debt on our
consolidated balance sheet. Upon conversion, ahaldl receive: (i) cash equal to the lesser &f phincipal amount of the Convertible Notes
or the conversion value; and (ii) to the extentdbeversion value exceeds the principal amourt®fQonvertible Notes, shares of our comr
stock. In addition, upon a change in control, dned in the indenture under which the Convertikitetes were issued, the bondholders may
require us to purchase all or a portion of thein@atible Notes for 100% of the principal amountgpaccrued and unpaid interest, if any, plus
additional shares of our common stock. As of Decan®i, 2007, the fair market value of the $250.0ioni Convertible Notes outstanding w
approximately $460.8 million, based on their quateatket price.

For the years ended, December 31, 2002666, we incurred interest expense of approxima&2lg million and $482,000, respectively.
We capitalized interest of $689,000 for year endedember 31, 2007 related to the construction oRasearch Triangle Park, North Carol
facility which we began constructing in 2007.

10. Commitments and Contingencies
Laboratory Operating Lease

In June 2004, we entered into a synthegderating lease and related agreements with Wacliewalopment Corporation and its affiliates
(Wachovia) to fund the construction of a laboratfasility in Silver Spring, Maryland. Under thesgraements, Wachovia funded $32.0 mill
towards the construction of the laboratory facitity land owned by us. Construction commenced i 20@ was completed in May 2006.
Following construction, Wachovia leased the labmmafacility to us with a term ending in May 201Inder the 99-year ground lease,
Wachovia paid fair value rent to us for use ofldred during the construction phase and will pay¥alue rent after the laboratory lease is
terminated. During the term of the laboratory le&¥achovia will pay $1 per year to us for use & lgnd.

We pledged a portion of our marketable gtreents as collateral to secure our lease obligaitidt December 31, 2007 and 2006,
approximately $39.2 million and $39.0 million, resfively, of marketable investments and cash wkrdged as collateral and are reported as
restricted marketable investments and cash in eusalidated balance sheet.
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Upon termination of the lease, we will halve option of renewing the lease (subject to apgdrof both parties), purchasing the laboratory
at a price approximately equal to the funded caieion cost, or selling the facility and repaying#fiovia the cost of its construction. We h
guaranteed that if the laboratory is sold, Wachailbreceive at least 86% of the amount it fundedard construction. The maximum
potential amount of this guarantee is approxima$ly.5 million, equivalent to 86% of the total ctinstion costs of $32.0 million. We have
reported the estimated fair value of this guaraatea non-current asset (prepaid rent) andauorent liability (other liability). At December 3
2007, the liability and the corresponding assep@oximately $566,000, net of accumulated amatitn.

The laboratory lease and other agreementsine, among other things, that we maintain a @ieted net worth of at least $70.0 million.
The agreements contain other covenants and comslitvith which we must comply throughout the leasgqal and upon termination of the
lease. If we are unable to comply with these comenand conditions, if the noncompliance went uaduand if the parties could not agree
otherwise, the agreements could terminate. A teatiun of these agreements could result in thedbssir liquid collateral, among other
consequences.

Wachovia receives monthly payments fromgesierally based on applying the 30-day LIBOR pdtis approximately 55 basis points to
the amount funded by Wachovia towards the constnudf the laboratory. This monthly payment commezhwhen the laboratory construct
was completed in May 2006 and will continue urité termination of the lease in May 2011. The mgnplalyment from May 2006 through
December 2007 is recorded as rent expense.

Upon completion of our laboratory facilityMay 2006, Wachovia advanced to us approximaélg million, which constituted the
remaining funds available for construction duehi® lengthy process involved in finalizing constiostcosts. At December 31, 2007, there
were no remaining construction advances.

Based on construction costs of approxinge®8R.0 million and the then current effective rat@pproximately 5.2% (equivalent to the
current 30-day LIBOR rate plus approximately 55idapints at December 31, 2007), the monthly paysmenbe made to Wachovia are
approximately $1.7 million annually. In addition,@ashovia paid us ground rent of approximately $300 ;& June 2004 covering the
construction period through May 2006. This amosriging recognized as income ratably through Mayl20

We intend to enter into a construction agrent that generally obligates us to complete coctivon on a new combination laboratory and
office building that will connect to our existing\&r Spring, Maryland, laboratory facility. Upomecution of an amendment to our leasing
agreements with Wachovia permitting us to attaehniéw facility to the existing Silver Spring labtmg facility, the estimated fair value of the
building and the corresponding financing obligatioWWachovia will be classified as a componentwf®roperty, Plant and Equipment and as
a lease obligation in our consolidated balancetsfiée existing Silver Spring laboratory facilityillinot be considered a standalone structure,
which is a significant factor contributing to ourrgent off balance sheet accounting of it. We wdlhtinue to make lease payments to Wach
as specified in the agreement; however, those patgméll be recorded as interest expense and actieduto the lease obligation instead of as
an operating lease payment.
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Other Operating Leases

We lease various office and production spgenerally under non-cancelable agreements withstexpiring through 2013. We also lease
automobiles for certain employees.

Approximate minimum annual rent paymentbé@aid under these non-cancelable operatingdeaseas follows (in thousands):

Years ending December 31

2008 $ 298]
2009 2,78¢
2010 2,32
2011 914
2012 164

These minimum annual rent payments showwanclude estimated amounts for the syntheticaipey lease described above and are
based on LIBOR rates in effect at December 31, 200fl rent expense was approximately $3.3 mijli7 million and $1.4 million for the
years ended December 31, 2007, 2006 and 2005 ctasp.

11. Comprehensive Income (Loss)

SFAS No. 13Reporting 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 aveifalp-sale securities and foreign
currency translation adjustments be included irotomprehensive income (loss). The following steget presents comprehensive income
(loss) for the years ended December 31, 2007, 2666005 (in thousands):

Years ended December 31,

2007 2006 2005
Net income $ 1985¢ $ 7396 $  65,01¢
Other comprehensive inconr
Foreign currency translation gain (loss) adjusts 28t 33€ (220)
Unrealized gain (loss) on availa-for-sale securitie (214 (2,457 1,13¢
Realized (loss) on availal-for-sale securitie (679) — —
Unrecognized prior period pension service costpof
tax of $118 (587 — —
Unrecognized actuarial pension gain (loss), ne&o 35 — —
Comprehensive incon $ 18,70 $ 7184t $ 65,93

12. Marketable Investments
Held-to-maturity investments

At December 31, 2007 and 2006, a portioawfinvestments consisted of federally-sponsoretcarporate debt securities that are
classified as held-to-maturity investments. Theketvalue of these
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investments fluctuates with changes in current miairkerest rates. In general, as rates increlsanarket value of a debt investment would be

expected to decrease. Likewise, as rates dectbasmarket value of a debt investment would be etgokto increase. To minimize such
market risk, we hold such instruments to maturitwhich time these instruments will be redeemetthait stated or face value. The amortized
cost approximates fair value of these investmenBeaember 31, 2007 and 2006. Certain of these etelle investments have been pledge
collateral to Wachovia Development Corporation uritle laboratory lease described in Note 10 inGbasolidated Financial Statementand
are classified as restricted marketable investmamiscash on the consolidated balance sheet.

Held-to-maturity marketable investmentsavas follows (in thousands):

Government sponsored entities at December 31,
Corporate notes and bonds at December 31,

Total

Reported a
Current marketable securiti
Noncurrent marketable securiti

Government sponsored entities at December 31,
Corporate notes and bonds at December 31,

Total

Reported a
Current marketable securiti
Noncurrent marketable securiti

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$ 66,90 $ 102 $ (219 $ 66,79
74,08 38 (15) 74,10¢
$ 140,98 $ 141 $ (229) $ 140,89¢
| | | |
$ 96,22
44,76«
$ 140,98’
|
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$ 90,57: $ 13 (1,899 $ 88,67¢
71,50¢ — (82) 71,42¢
$ 162,08 $ 1 $ (1,976 $ 160,10
| | | |
$ 90,38:
71,69¢
$ 162,08(
|
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The following table summarizes our investisegross unrealized losses, fair value and thgtiheof time that individual securities have
been in a continuous unrealized loss position d3eazember 31, 2007 and 2006 (in thousands):

December 31,

2007 2006
Gross Gross
Unrealized Unrealized
Fair Value Loss Fair Value Loss
Government sponsore

Less than one ye: $ — $ — 3 25,15 $ (46)
Greater than one ye 35,76¢ (2149 63,02¢ (1,847
35,76¢ (214) 88,17¢ (1,899

Corporate notes
Less than one ye: 17,197 (15) 70,42 % (83
Greater than one ye — — — —

17,197 (15) 70,42t (83)

Total $ 5296 $ (229 $ 158,60« $ (1,976)

The unrealized losses at December 31, 26072006, on the corporate and federally-sponsseedrities were caused by market interest
rate fluctuations. We have the ability and intenhold these investments until a recovery of falue or maturity. As a result, we do not
consider these investments to be other-than-tenmipoiapaired.

The following table summarizes maturitié€®or held-to-maturity marketable investment set@siat December 31, 2007 and 2006 (in
thousands):

December 31, 200° December 31, 200!
Amortized Fair Amortized Fair
Cost Value Cost Value
Less than one yei $ 96,22: $ 96,20¢ $ 90,38: $ 90,27t
Due in one to two yeal 24,83( 24,74 28,30¢ 27,99¢
Due in three to five yeal 19,93¢ 19,94: 33,39¢ 32,32
Due after five year — 10,00( 9,517
Total $ 140,98° $ 140,89¢ $ 162,08( $ 160,10!

Our gross proceeds realized from maturitieslized gains and realized losses from marketalkestments are as follows (in thousands):

Years Ended December 31,

2007 2006 2005
Gross proceec $ 260,88t $ 32,36( $ 20cC
Realized gain $ — — $ —
Realized losse $ — 3 - $ —
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Available-for-sale investments

At December 31, 2007, a portion of our stweents consisted of auction rate debt securgmseid by state and local government spon
agencies. While these securities have long ternunitia, their interest rates are reset approximateery 7-28 days through an auction
process. As a result, the interest income frometisesurities is subject to market risk since the isnadjusted to accommodate market
conditions on each reset date. However, sincentieeaist rates are reflective of current market gamds, the fair value of these securities
typically does not fluctuate from par or cost.

At February 28, 2008, we held approxima#8%.4 million of investments in municipal notelssified as current assets, with an auction
reset feature ("auction rate securities"). The dgie assets of these investments are generaltjestt loans which are substantially backed by
the federal government. In February 2008 auctiailed for $11.3 million of our auction rate secestand there is no assurance that currently
successful auctions on the other auction rate gisuin our investment portfolio will continue smcceed. As a result, our ability to liquidate
and fully recover the carrying value of our investits in the near term may be limited. An auctidlufa means that the parties wishing to sell
securities could not. All of our auction rate sétess, including those subject to the failure, anerently rated AAA, the highest rating, by a
rating agency. If the issuers are unable to sutw@sslose future auctions and their credit ratindpteriorate, we may in the future be required
to record an impairment charge on these investme&fsbelieve we will be able to liquidate our intreents without significant losses within
the next year, and we currently believe these #@siare not significantly impaired, primarily dtethe government guarantee of the
underlying securities, however, it could take utité final maturity of the underlying notes (up3@ years) to realize our investments' recorded
value. Based on our expected operating cash flamg our other sources of cash, we do not anticipat@otential lack of liquidity of these
investments to affect our ability to execute ourent business plan or the carrying value of thegestments.

Available-for-sale investments were asdiet (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Municipal notes at December 31, 2( $ 54,000 $ — 3 — 3 54,00(
Municipal notes at December 31, 2( $ 46,30C $ — $ — 46,30(

The following table summarizes maturitié€®or available-for-sale investment securities at@mber 31, 2007 and 2006 (in thousands):

December 31, 2007 December 31, 2006

Amortized Fair Amortized Fair

Cost Value Cost Value
Less than one ye: $ —  $ — 3 — 3 —
Due in one to two yeal — — — —
Due in three to five yeal — — — —
Due after five year 54,00( 54,00( 46,30( 46,30(
Total $ 54,000 $ 54,000 $ 46,30 $ 46,30(
| | | |
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Our gross proceeds realized from maturitiealized gains and realized losses from our abkstfor-sale investments are as follows (in
thousands):

Years Ended December 31,

2007 2006 2005
Gross proceec $ 58,05( $ 86,40( $ 12,70(
Realized gain $ — — 3 —
Realized losse $ —  $ —  $ —

Equity Holdings

Our equity holdings consist of our investini@ ViRexx Medical Corp. (formerly AltaRex Medic@orp.) and Twin Butte Energy Ltd
(Twin Butte). Both of these investments were acgfiin connection with the licensing agreementgHerrights to ViRexx's monoclonal
antibody of which OvaRex was the principle antiboBgth companies are publicly traded and our invesit is accounted for as an available-
for-sale security. Available-for-sale securities egported at their fair values, based on quotedteharices, in the balance sheet. Changes in
their fair values are reported as other comprekeristome or loss. Declines in values that areidensd other-than-temporary are reported as
losses in the statement of revenue. We own appuaieisn 7% of ViRexx and less than 1% of Twin Bultte.

In December 2007, based on the announceofigine failure of the IMPACT | and |l Phase llidis of OvaRex in advanced ovarian
cancer, the stock price of ViRexx declined We cdesgd this decline to be an other-than-temporapairment of approximately $1.9 million.
At December 31, 2007 and 2006, the investment ReXk's common stock was reported at its fair markete of approximately $505,000 and
$3.1 million, respectively. The unrealized gaiDacember 31, 2007 and 2006, was approximately andes678,000, respectively.

13. Investments in Affiliates
Northern Therapeutics, Inc.

In December 2000, Northern Therapeutics, (Northern), was formed in conjunction with timeéntor of a new form of autologous
(meaning gene transfer using materials derived figratient's own body and not from foreign materiaich as viruses) gene therapy for the
treatment of pulmonary arterial hypertension afotliseases. The purpose of Northern was to devetogene therapy and also to distribute
Remodulin and other of our products in Canada. LRrginc. (Lung Rx) received approximately 59% lué initial outstanding common stock
of Northern in exchange for $5.0 million in cash January 2002, Northern purchased and retireéstwirone of the initial founders. This
increased Lung Rx's ownership of Northern to apipnately 68%.

Northern is incorporated as a Canadian ©teatl Private Corporation. Lung Rx may appointyotwo of the company's seven board seats.
Substantially all important decisions require unaous board votes in favor of the proposal. Theddecs requiring unanimous board votes
include decisions related to personnel selectishcampensation and establishment of operating apitat budgets. Therefore, the minority
owners of Northern have substantive participatights as discussed in EITF No. 96-1/estors' Accounting for an Investee when thedtor
has a Majority of the Voting Interest but
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13. Investments in Affiliates (Continued)

the Minority Shareholder or Shareholders Have Ciert&pproval or Veto RightsAs a result of these substantive participatiggts, Lung Rx
does not control Northern and consolidation, tremefis prohibited. The equity method of accountsigsed to account for Lung Rx's
investment in Northern. At December 31, 2007, L&x investment in Northern was reported at appnaely $1.2 million, which is
comprised of $5.0 million paid in cash, net of LURgjs share of Northern's losses since its formationg Rx's equity in the underlying net
assets was approximately $939,000 at Decembel0BY, T'he difference between Lung Rx's investmeidarthern and its equity in the
underlying net assets is accounted for as goodwill.

Summarized financial information for Nonthés as follows (in thousands):

As of and For the Years
ended December 31,

2007 2006 2005
Total asset $ 1,40¢ $ 1,57¢ $ 1,88:
Total liabilities $ 31 % 111 % 20€
Total revenue $ 48t  $ 1,432 % 1,497
Net loss $ (469 $ (718 $ (1,109

In October 2006, Northern agreed to grditemse to us to develop and commercialize itsegbrrapy technology for PAH in the United
States. The license will require us to make incraialgpayments totaling $1.5 million to Northern npaxhieving certain milestones in
increments during and upon completion of the Phasal in March 2006. After successful completiohthe Phase | trial, we will assume the
development program and related costs for the dr8tates. For the year ended December 31, 200ZG08] we have incurred approximately
$150,000 and $500,000, respectively, in expenddtthern under the license agreement. In antigipati this agreement, we and Northern
terminated the Remodulin distribution agreemenfanada. We now distribute Remodulin directly im&da through the management of our
Canadian wholly-owned subsidiary, Unither Bioteoh.|

14. Employees' Retirement Plan

Effective January 1, 1999, we adopted thigdd Therapeutics Corporation Employees' Retird¢rRéan (the Plan), a salary reduction 401
(k) Plan. Employees employed on or after July B®9lare eligible to participate in the Plan. TharRprovides for annual discretionary
employer contributions. Employees may also contetia the Plan at their discretion subject to stagulimitations. Beginning January 1, 20
we began matching qualifying employee contributiaha rate of 20%, subject to certain limitatiofst the years ended December 31, 2007,
2006 and 2005, we contributed and expensed $3758285%,000 and $223,000, respectively, to the ptaa result of this matching.

15. Supplemental Executive Retirement Plan

In May 2006, the Compensation Committeeraygd the United Therapeutics Corporation Suppléaiéixecutive Retirement Plan (the
SERP). The SERP is administered by the Compens@tommittee. Only a member of a "select group of agament or highly compensated
employees" within the meaning of ERISA section 2)Ifay be eligible to participate in the SERP. ffaaticipant terminates employment w
us for any reason prior to age 60, no benefit béllearned. Our Chief
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15. Supplemental Executive Retirement Plan (Contined)

Executive Officer (CEQ), three other executive adfs and three other officers have been desigreatetigible to participate in the SERP. E
of these participants, who may retire at the aggOois eligible to receive monthly payments eqaahe monthly average of the total gross |
salary received by the participant over his orlast 36 months of active employment (the Final Aager Compensation), reduced by the
participant's Social Security benefit (determinegeovided under the SERP), for the remainder @ftlrticipant's life (the aggregate amour
such payments, the Normal Retirement Benefit), cenuing on the first day of the sixth month aftdireenent. The participant may elect to
receive a lump sum distribution equal to the presalue of payments that he or she would be exgecteeceive upon retirement under the
calculation noted.

Future SERP participants will become eligilppon recommendation by the CEO and confirmatipthe Compensation Committee.
Eligibility commences on the first day of the moffislowing Compensation Committee approval. If C@ngation Committee approval occurs
on the first day of the month, eligibility commesdenmediately. Upon retirement after the age ofsb@h participants will be eligible to
receive a Normal Retirement Benefit, made in mgngpialyments equal to (1) the participant's Finalrge Compensation, reduced by the
participant's Social Security benefit (determinegeovided under the SERP), multiplied by (2) &ficn (no greater than one), made up of a
numerator equal to the participant's years of serat United Therapeutics and a denominator o s benefit will run for the remainder of
the participant's life (unless the participant td¢o receive a lump sum payment), commencing efitst day of the sixth month of retirement.
In the event that a participant's employment cedasedo disability or death prior to the age ofdB@etirement if older than 60, a participant or
the participant's designated beneficiary will bétkxd to a Disability Retirement Benefit. Such béhwould be equal to a percentage of the
participant's anticipated Normal Retirement Bengfitler the SERP. This benefit would still commensehe first day of the sixth month after
cessation of employment due to death or disabiityould a SERP participant die after the programmences, his or her designated
beneficiary will continue to receive a percentafthe SERP benefit for the remainder of what wdwdde been the participant's years of
eligibility. The Compensation Committee expectsrhienber of participants to remain small duringltfeeof this program.

In the event of a change in control ofsacquisition, merger, hostile takeover or for attyer reason whatsoever which also qualifies as
a "change in the ownership or effective contralhaf corporation, or in the ownership of a substdmidrtion of the assets of the corporation”
under Internal Revenue Code section 409A(a)(2)(A)0Ghange in Control), a participant who is activeimployed on the date of the Change in
Control will be entitled to a lump sum payment ddoahe actuarial equivalent present value of athly single life annuity equal to (1) the
participant's Final Average Compensation, redugetth®é participant's estimated future Social Segurénefit (determined as provided under
the SERP), multiplied by (2) a fraction (no gredtem one) made up of a numerator equal to thécjgamt's years of service at United
Therapeutics and a denominator of 15, to be pagbas as administratively practicable following ieange in Control. In the event that a
participant is entitled to a Normal Retirement Biérag Disability Retirement Benefit at the time @fChange in Control, all such payments (or
any remaining payments, with respect to any paiti who is receiving payments under the SERPedtiitie of the Change in Control) will
made in a lump sum as soon as administrativelytipedate following such Change in Control (withoagard to whether the participant
otherwise is in pay status at the time of the CleandControl).
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Participants in the SERP will be prohibifeasm competing with us or soliciting our employdesa period of twelve months following
their termination of employment (or, if earlier,arpattainment of age 65). Violation of this covetnaill result in the forfeiture of all benefits
under the SERP.

Rabbi Trust

On December 28, 2007, the Compensation Ateerof our Board of Directors (the Compensatiamnittee) adopted the United
Therapeutics Corporation Supplemental Executivér®aent Plan Rabbi Trust Document (the Rabbi TRstument), providing for the
establishment of a trust (the Rabbi Trust), thetsssf which will be contributed by us and use@ay benefits under the SERP, in order to
provide more certainty around our obligation to payefits to SERP participants, including upon angfe in control of the Company.

The Rabbi Trust Document was entered int@ecember 28, 2007, between us and WilmingtontTospany, which will serve as
trustee of the Rabbi Trust. The Rabbi Trust isvioeable, and SERP participants will have no preféalaim on, nor any beneficial ownership
interest in, any assets of the Rabbi Trust. We naadaitial investment to the Rabbi Trust of $5.0lion. This investment is classified as
restricted marketable investments and cash oi€onsolidated Balance Shest of December 31, 2007.

Generally, additional assets to the RalbsTmay be contributed by us at our sole disanetitowever, pursuant to the terms of the Rabbi
Trust Document, within five days following the ocrence of a Potential Change in Control (as defimeldw), or if earlier, at least five days
prior to the occurrence of a Change in Controldgfined below), we will be obligated to make aewscable contribution to the Rabbi Trust in
an amount sufficient to pay each SERP participafbeaeficiary the benefits to which they would Initeed pursuant to the terms of the SERP
on the date on which the Change in Control occurred

For purposes of the Rabbi Trust Documet®Baential Change in Control” will be deemed todaccurred if one of the following events
has occurred: (A) we enter into an agreement, einsummation of which would result in the occurreata Change in Control (as defined
below); (B) we or any person publicly announcesn@ntion to take or to consider taking actionsahhiif consummated, would constitute a
Change in Control; or (C) the Board of Directorsjgi a resolution to the effect that, for purpasiethe Rabbi Trust Document, a Potential
Change in Control has occurred.

For the purpose of the Rabbi Trust Docum&etange in Control" means any transfer in condfdche Company by acquisition, merger,
hostile takeover or for any other reason whatsoe¥éch also qualifies as a "change in the ownershigffective control of the corporation, or
in the ownership of a substantial portion of thee#s of the corporation" under Internal RevenueeGattion 409A(a)(2)(A) (V).

The Rabbi Trust will not terminate untietblate on which SERP participants or their beregfies are no longer entitled to benefits
pursuant to the terms of the SERP.

We account for the SERP in accordance 8#AS No. 87Employers Accounting for Pensiof&-AS 87) and SFAS 158mployers'
Accounting for Defined Benefit Pension and OthestRatirement Plan(SFAS 158), and related standards and interprettio accordance
with SFAS 87, a material change in the plan, sichdtling a participant which occurred in August@0@quires a remeasurement of the Plan.
Expenses related to the SERP are reported ingefleneral and
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administrative and research and development expénske accompanying consolidated statements exfabipns.

The table below summarizes the changesojegted benefit obligations for the years endedddaber 31, 2007 and 2006 (in thousands):

Years ended December 31,

2007 2006
Projected benefit obligation at beginning of pel $ 259% $ —
Service cos 2,44¢ 1,521
Interest cos 14¢ 31
Assumption chang (327) 203
Plan amendmet — 792
Actuarial loss/ (Gain 3C 51
Projected benefit obligation at end of per $ 489 $ 2,59¢

The following table provides the weightegiage assumptions used:

Weighted-Average Assumptions

Discount Rate 6.15% 5.7%
I I
Salary Increase 500% 5.0(%

The components of net periodic benefit esgefor the years ended December 31, 2007 andwgef@bas follows (in thousands):

Year Ended
December 31,

2007 2006
Service cos $ 244¢ $ 1,521
Interest cos 14¢ 31
Net prior service cost amortizatit 58 20
Net periodic benefit expen: $ 2657 $ 1,57

The following schedules present the chamgése components of the net prior service cost tompose the accumulated other
comprehensive loss for the year ended Decembe2(R, which
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offsets the additional liability required to reftebe funded status of the defined benefit penplan (in thousands):

Year Ended December 31, 2007

Before- Tax
Tax (Expense) Net-of-Tax
Amounts or Benefit Amount
Net prior service cost at January 1, 2 $ 772 $ (136) $ 63€
Amortization of prior service cost included as pgens
cost (59) (25) (84)
Net prior service cost at December 31, 2 $ 712 $ 161 $ 552

As of December 31, 2007, approximately $68@ and $35,000 of prior period service costsatdrial gains, respectively, were recor
in other comprehensive loss, net tax. Net tax benaf December 31, 2007 of $118,000 are refleated deferred tax asset on our consolidated
balance sheets.

The amount of accumulated other comprekerisess consisting of net prior service cost thabipected to be recognized as pension cost
in 2008 is approximately $60,000.

Projected benefit obligations are basedainarial assumptions including future increaseimpensation. Accumulated benefit
obligations are based on actuarial assumptionddubt include possible future increases in comgigms. The accumulated benefit obligation
for the SERP was approximately $3.0 million andragpnately $1.4 million at December 31, 2007 an@&0espectively.

Since there are no plan assets, no intereassets is assumed earned. With the additiarpafticipant unrecognized prior service cost of
approximately is created which will be amortize&the next 12 years, the average expected fuduvéce period of all the plan participants.
In addition, the unrealized loss of will be amaetizas an expense only when the cumulative unreredhbsses exceed 10% of projected
benefit obligations. Benefit payments are not elgxbto be paid over the next five years since moeot participants will reach the age of 60
within this time period.

16. Relocation and Project Termination Costs

We have constructed a laboratory facildjaaent to our headquarters in Silver Spring, Mamgl to replace our former laboratory facility
in Chicago, lllinois. Certain Chicago-based empks/eelocated to the new facility in 2006 and 20%proximately $289,000 and $221,000
were incurred during the twelve months ended Deeer8lh, 2007 and 2006, respectively, in connectigh mlocating these employees. Costs
associated with these transfers were reporteceipéhiod in which the employees actually move aedi the relocation costs.

Additionally, we had agreed to pay bonuses small number of employees in Chicago to rereaiployed there until the laboratory
closed in the middle of 2007. Such retention bosuwsere accrued ratably over the period from the dgteement was reached with employees
in October 2005 to the date of payment in May 2@G¥of December 31, 2006, approximately $141,008 accrued for these bonuses with a
total of $179,000 paid in April 2007. All retentimonuses were classified in selling, general amdiidtrative expenses. Project termination
costs were classified as research and developmdrgadling, general and administrative expense.
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In December 2007, we announced the congpleti our IMPACT | and Il trials of OvaRex. Analgsof the results demonstrated that the
studies failed to reach statistical significance.stich, we decided to terminate our license agneewith AltaRex and to cease further
development of the entire platform of antibodiegtised thereunder. When the project terminatiomspleere finalized, we incurred expense
approximately $533,000, primarily consisting of #raployee severance costs, termination benefiteantiact exit costs. The employee
severance costs and termination benefits will bhé pat starting in February 2008. Additional costkating to the project termination will be
expensed as incurred. All project termination casésclassified as research and development expense

The following table provides a reconciliatiof accrued termination benefits for the yeareehbecember 31, 2007 (in thousands):

Balance at December 31, 2C $ 141
Add:
Severance benefi 562
Less:
Payment: (179
Balance at December 31, 2C $ 524
|
17. Accrued Expenses
Accrued expenses consisted of the followinghousands):
December 31,
2007 2006
Professional fee $ 362 $ 23C
Research relate 1,617 2,29:
Payroll relatec 5,981 3,851
Royalties and rebat¢ 8,481 6,382
Contracted service 192 30t
Other 1,30¢ 2,20z
Total $ 17,94. $ 15,26¢

18. Segment Information

We have two reportable business segmehtspharmaceutical segment includes all activitesoeiated with the research, development,
manufacture, and commercialization of therapeutitipcts. The telemedicine segment includes alities associated with the research,
design, and delivery of patient monitoring serviclse telemedicine segment is managed separatefyube diagnostic services require
different technology and marketing strategies.
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Segment information as of and for the yerated December 31, 2007, was as follows (in thalsan

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external custom $ 203,21¢ $ 7,728 $ 210,94
Net income (losse 16,54( 43 16,58
Interest incomt 13,59¢ 7 13,60z
Interest expens (2,165 (20 (2,175
Depreciation and amortizatic (3,037%) (390 (3,427
Equity loss in affiliate (321) — (321)
Total investments in equity method invest 1,24 — 1,243
Expenditures for lor-lived asset: (37,607 (1,05%) (38,65¢)
Goodwill, net 1,28 6,17¢ 7,46¢
Total asset 555,03¢ 31,98: 587,01¢

Segment information as of and for the yarated December 31, 2006, was as follows (in thaigan

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external custom $ 153,03¢ $ 6,597 $ 159,63.
Net income (losse: 74,43t 473) 73,96¢
Interest incom 10,67¢ 21 10,70(
Interest expens (482) — (482)
Income tax benef 34,057 — 34,057
Depreciation and amortizatic (2,277 (440 (2,719
Equity loss in affiliate (497) — (497)
Total investments in equity method invest 1,56¢ — 1,56¢
Expenditures for lor-lived asset: (15,170 (464) (15,639
Goodwill, net 1,287 6,17¢ 7,46¢
Total asset 466,49: 12,057 478,55(
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Segment information as of and for the yevated December 31, 2005, was as follows (in thalsan

Consolidated

Pharmaceutical Telemedicine Totals
Revenues from external custom $ 110,14: $ 577 % 115,91!
Net income (losse 65,67 (65€) 65,01¢
Interest incomt 5,34 15 5,35¢
Interest expens (29 — (29
Income tax benef 17,49 — 17,49
Depreciation and amortizatic (1,69¢€) (83¢) (2,539
Equity loss in affiliate (754) — (754)
Total investments in equity method invest 2,05¢ — 2,05¢
Expenditures for lor-lived asset: (5,299 (823) (6,117)
Goodwill, net 1,28 6,17¢ 7,465
Total asset 281,61: 9,80( 291,41:

The segment information shown above egha&l£onsolidated totals when combined. These cladetl totals equal the amounts reported
in the consolidated financial statements withouthfer reconciliation for those categories which raorted in the consolidated financial
statements.

The accounting policies of the segmentdfaesame as those described in the summary dfisagt accounting policies in Note 2 in the
Notes to the Consolidated Financial Statem. There are no inter-segment transactions.

19. Recent Accounting Pronouncements
Fair Value Option for Financial Assets and Liabilies

In February 2007, the FASB issued SFAS M®, The Fair Value Option for Financial Assets and Fioal Liabilities—Including an
Amendment of FASB Statement No.. SFAS No. 159 permits an entity to measure mamynitial instruments and certain other items at fair
value that are not currently required to be meakatdair value. Entities that elect the fair vabion will report unrealized gains and losse
earnings at each subsequent reporting date. SFA%539as effective for fiscal years beginning aftezvember 15, 2007. We are currently
evaluating the impact the adoption of this statengenld have on our financial condition, resultopérations and cash flows.

Fair Value Measurements

In September 2006, the FASB issued SFAS B&r Value MeasurementsSFAS 157 defines fair value, establishes a fraonkeor
measuring fair value under generally accepted atowy principles, and expands disclosures abouwtiue measurements. SFAS 157 is
effective for financial statements issued for flsggars beginning after November 15, 2007, andimt@eriods within those fiscal years. We
are currently evaluating the impact the adoptiothisf statement could have on our financial conditresults of operations or cash flows.
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Non-Refundable Advance Payments for Research and&epment Activities

In June 2007, the FASB ratified EITF Isdlee 07-3,Accounting for NorRefundable Advance Payments for Goods or SenadBs tUse(
in Future Research and Development Activi{lel F 07-3), which provides that non-refundable atte payments for future research and
development activities should be deferred and akipéd until the related goods are delivered ondiated services are performed. EITF 07-3
will be for fiscal years beginning after DecembBy 2007 and will be evaluated on a contract byremttasis. This standard is not expected to
have a material impact on our consolidated findreta&tements.

Collaboration Arrangements

In December 2007, the FASB ratified EITBuUsd No. 07-1Accounting for Collaboration Arrangements Relatedite Development and
Commercialization of Intellectual Proper{iITF 07-1), which provides guidance on how thetiparto a collaborative agreement should
account for costs incurred and revenue generatedles to third parties, how sharing payments @unisto a collaboration agreement shoul
presented in the income statement and certairecetiisclosure requirements. EITF 07-1 will be dffecfor the Company beginning January
2009 on a retrospective basis. We are currentljuatiag the impact of the adoption of EITF 07-1aidve, if any, on our consolidated
financial statements.

Non Controlling Interest in Consolidated FinancialStatements

In December 2007, the FASB issued SFASI80, Noncontrolling Interests in Consolidated Financ&htements—an amendment of
ARB No. 51. SFAS No. 160 requires all entities to report rmmmlling (minority) interests in subsidiarieseguity in the consolidated
financial statements. Its intention is to elimintte diversity in practice regarding the accounfimgtransactions between an entity and
noncontrolling interests. This Statement is effecfor fiscal years, and interim periods withingkdiscal years, beginning on or after
December 15, 2008. Earlier adoption is prohibit&e. are currently evaluating the impact the adoptibtinis statement could have on our
financial condition, results of operations and cfigivs.

Business Combinations

In December 2007, the FASB issued SFASIMA(R), a revised version of SFAS No. 1Business CombinationsThe revision is
intended to simplify existing guidance and convargemaking under U.S. generally accepted accogmiinciples (GAAP) with international
accounting rules. This statement applies prospelgtio business combinations where the acquisdee is on or after the beginning of the
annual reporting period beginning on or after Deloend 5, 2008, and may affect the release of owatimin allowance against prior acquisit
intangibles. An entity may not apply it before tate. The new standard also converges finangalktiag under U.S. GAAP with internatiol
accounting rules. We are currently evaluating thpdact the adoption of this statement could haveuwrfinancial condition, results of
operations and cash flows.
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20. Quarterly Financial Information (Unaudited)

The following presents certain quarterhaficial information for each of the years endedebdwer 31, 2007 and 2006 (in thousands,

except per share amounts):

Quarters Ending During 2007

December 31, September 30, June 30, March 31,
2007 2007 2007 2007
Net sales 59,89¢ $ 59,04! $ 51,83: 40,16¢
Gross profil 52,71« 52,21 45,82 35,77
Net income (loss 1,98¢€(1) 14,84¢ 5,80¢ (2,78))
Income (loss) per she—nbasic 00 $ 07¢ $ 0.2¢ (0.19)
Income (loss) per she—diluted 0.0¢ $ 0.6e $ 0.2¢ (0.19)
Quarters Ending During 2006
December 31, September 30, June 30, March 31,
2006 2006 2006 2006
Net sales 45,82t $ 40,39° $ 40,24¢ 33,16¢
Gross profil 41,07 36,24: 36,00: 29,281
Net income 55,50¢(2) 8,47¢ 7,67 2,301
Income per sha—basic 254 % 037 $ 0.3¢ 0.1C
Income per sha—diluted 24z $ 032 $ 0.3( 0.0¢

Q) In the three month period ended December 31, 208Fecognized approximately $20.3 million in stagkion expense related to the
year performance grant of stock options to our Cieecutive Officer in accordance with her employrneontract.

(2) In the three month period ended December 31, 2086ecognized approximately $47.7 million incorme banefit due to a

approximately $45.7 million reduction in the valoatallowance of our deferred tax assets as of Déee 31, 2006.
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Year ended December 31, 2C
Year ended December 31, 2C
Year ended December 31, 2C

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

United Therapeutics Corporation

Schedule Il—Valuation and Qualifying Accounts

Years Ended December 31, 2007, 2006, and 2005

(in thousands)

Allowance for Doubtful Accounts Receivable

Balance at Additions
Beginning charged to Balance at
of Year expenses Deductions End of Year
$ 1 — 3 1) |
$ 15 $ 1 3 (15 $ 1
$ 23 $ 9 $ an s 15
Reserve for Inventory Obsolescenc
Additions
Balance at charged to Balance at
Beginning of Year expenses Deductions End of Year
$ 44Cc  $ 57C $ (502) $ 50¢
$ 57C $ 47z $ (602) $ 44C
$ 441 $ 31 $ (192) $ 57C
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with participation of otnie® Executive Officer and Chief Financial Officéias evaluated the effectiveness of our
disclosure controls and procedures, as definedulaRl3a-15(e) and 15d-15(e) of the Securities &xgh Act of 1934, as of December 31,
2007. Based on that evaluation, our Chief Execuifficer and Chief Financial Officer concluded tloair disclosure controls and procedures
were effective as of December 31, 2007.

Management's Report on Internal Control Over Finarat Reporting

Our management is responsible for estahlisand maintaining adequate internal control dwemcial reporting (as defined in Rules 13a-
15(f) and 15d-15(f) under the Securities Exchangeoh 1934, as amended). Our internal control dwvemcial reporting was designed to
provide reasonable assurance to our managemeiioand of directors regarding the reliability ofdincial reporting and the preparation of
financial statements for external purposes in ataace with generally accepted accounting princigdisnternal controls over financial
reporting, no matter how well designed, have inhelimitations. As a result of these inherent liatibns, internal control over financial
reporting may not prevent or detect misstateméiitsrefore, even those internal controls determtoduk effective can provide only
reasonable assurance with respect to reliabilifinaincial reporting and the preparation of finahatatements for external purposes in
accordance with generally accepted accounting iplies

Our management assessed the effectivehess imternal control over financial reporting @sDecember 31, 2007, based on the criteria
set forth by the Committee of Sponsoring Organiregtiof the Treadway Commission (COSO)riternal Control—Integrated Framework
Management's assessment included an evaluatitre afetsign of our internal control over financigdagting and testing of the operational
effectiveness of our internal control over finahceporting. Based on this assessment, our managesnacluded that, as of December 31,
2007, our internal control over financial reportings effective.

Ernst & Young LLP, an independent regisdgoablic accounting firm, has issued an attestatport on our internal control over financ
reporting. The report of Ernst & Young LLP is cantd in Item 8 of this Annual Report on Form 10-K.

Attestation of Independent Registered Public Accoing Firm

The attestation report of our independegtstered public accounting firm regarding interc@htrol over financial reporting is set forth in
Item 8 of this Annual Report on Form 10-K under tlagtion "Report of Independent Registered Pubticointing Firm" and incorporated
herein by reference.

Changes in Internal Control over Financial Reportin

There were no changes in our internal abaiver financial reporting during the quarter eshdlEecember 31, 2007 that have materially
affected, or are reasonably likely to materiallieaf, our internal controls over financial repogtin

ITEM9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

Information required by Item 10 regardiraminees and directors appearing uridieiction of Directorsn our definitive proxy statement
for our 2008 annual shareholders meeting (the 2008y Statement) is hereby incorporated hereirhisyreference. Information regarding our
executive officers appears in Part |, Item | othbrm 10-K under the headiBgecutive Officers of the Registrarihformation regarding the
Audit Committee and the Audit Committee's finan@apert appearing undBoard Meetings and Committees—Audit Committesir 2008
Proxy Statement is hereby incorporated herein Isyréierence.

Information appearing undgection 16(a) Beneficial Ownership Reporting Coarpein the 2008 Proxy Statement is hereby
incorporated herein by this reference.

We have a written Code of Conduct and Ethhiat applies to our principal executive offigatincipal financial officer and our principal
accounting officer and every other director, offieed employee of United Therapeutics. The Codearfduct and Ethics is available on our
Internet website atttp://www.unither.com A copy of the Code of Conduct and Ethics willdyvevided free of charge by making a written
request and mailing it to our corporate headquaudéfices to the attention of Senior Vice Presidémtestor Relations. If any amendment to, or
a waiver from, a provision of the Code of Condudd &thics that applies to the principal executiffecer, principal financial officer and
principal accounting officer is made, such inforimatwill be posted on our Internet websitenatw.unither.com

ITEM 11. EXECUTIVE COMPENSATION

Information concerning executive compermsatequired by Item 11 appears un@®mpensation Disclosure and Analyisiour 2008
Proxy Statement and is hereby incorporated henethib reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information regarding beneficial owrgpsof our capital stock required by Item 12 appaarderSecurity Ownership of Certain
Beneficial Owners and Managemin 2008 Proxy Statement and is hereby incorpora&din by this reference.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table presents informationci$ecember 31, 2007, regarding our securitiesa@ited for issuance under equity
compensation plans:

Number of securities remaining
available for future issuance

Number of securities to be under equity compensation
issued upon exercise of Weighted average exercise plans (excluding securities
outstanding options price of outstanding options reflected in column (a)

Plan category (a) (b) (c)
Equity compensation plan approve
by security holder 5,457,81' $ 59.2¢ 6,110,93!
Equity compensation plans r
approved by security holde 358,06 $ 20.6¢ None
Total 5,815,87' $ 56.8¢ 6,110,93!

We have one equity incentive plan apprdwedecurity holders in 1997. In addition, prior2@05, we granted options to employees and
consultants outside of the plan approved by sechdtders (non-plan options). Information regardihg security holder approved plan and the
non-plan options is contained in Note 7 in M&tes to the Consolidated Financial Statemémtkis Annual Report. We do not have any
warrants or rights that are outstanding or avaéldibt issuance as described in Regulation S-K R8d(d). Securities issued pursuant to the
non-plan awards were made under standard agreegemsally consistent with the form contained imibits 10.22 and 10.38.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS, AND DIRECTOR INDEPENDENCE

Information concerning related party trastgas and director independence required by It8rafdpears undeZertain Relationships and
Related Transactions Director Independence and 8@ommitteein our 2008 Proxy Statement and is hereby incotpdrherein by this
reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this item, conceighthe principal accounting fees paid by the Regiigtand the Audit Committee's pre-approval
policies and procedures, is incorporated by refada the information undéndependent Auditori® our 2008 Proxy Statement and is hereby
incorporated by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)(1) Our financial statements filed as part of this repom Form 10-K are set forth in the Index to Cditkded Financial Statements
under Part Il, Item 8 of this Form -K.

@)(2) The Schedule ll—Valuation and Qualifying Accourgdiied as part of this Form 10-K. All other schiguare omitted because
they are not applicable or not required, or bec@luseequired information is included in the comdated statements or notes
thereto.

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

Exhibit No. Description

3.1 Amended and Restated Certificate of Incorporatibthe Registrant, incorporated by reference to BixI3.1 of the
Registrant's Registration Statement on Fo-1 (Registration No. 3:-76409).
3.2  Amended and Restated Bylaws of the Registrantrjpurated by reference to Exhibit 3.2 of the Regisfs Registratio
Statement on Form-1 (Registration No. 3:-76409).
3.2 Certificate of Designations, Preferences and RighSeries A Junior Participating Preferred Stackorporated by
reference to Exhibit A to Exhibit 4 to the Registita Current Report on Forn-K, filed December 18, 200!
4.1 Reference is made to Exhibits 3.1 and
4.2  Form of Purchase Agreement dated as of Decenthdr9®9, incorporated by reference to Exhibit 4.he Registrant's
Registration Statement on forn-1 (Registration No. 3-93853).
4.3 Registration Rights Agreement, dated as of Juh&Q00 by and between the Registrant and Torayskniés, Inc.,
incorporated by reference to Exhibit 4.7 of the iRegnt's Registration Statement on Form S-3 (Regisn No. 333-
40598).
4.5  Form of Stock Purchase Agreement dated July 13) Bitbrporated by reference to Exhibit 99.2 of Remgistrant's Curre
Report on Form -K filed July 14, 2000
4.6  Rights Agreement, dated as of December 17, 2000eaet Registrant and The Bank of New York, as Riglgtsnt,
incorporated by reference to Exhibit 4 of RegistsaRorm -K dated December 18, 20C
4.7  Indenture, dated October 30, 2006, between Regtsarad The Bank of New York, as trustee (includiogn of 0.50%
Convertible Senior Note due October 15, 2011), ipamated by reference to Exhibit 4.1 of Registsa@tirrent Report on
Form &K filed October 30, 200¢
4.8  Resale Registration Rights Agreement, dated Oct8®e2006, between Registrant and Deutsche BankriBies Inc., as
the initial purchaser, incorporated by referencEstbibit 4.2 of Registrant's Current Report on F@+K filed October 30,
2006.
10.1*  Amended and Restated Equity Incentive Plan, inaated by reference to Exhibit 10.1 of the RegigtsaRegistratior
Statement on Form-1 (Registration No. 3:-76409).
10.2** Executive Employment Agreement (as amended) dated April 2, 1999, between the Registrant and MarA.
Rothblatt, incorporated by reference to Exhibit316f the Registrant's Registration Statement omF8+1 (Registration
No. 33:-76409).
10.3**  Amendment dated December 21, 2000 to the Employkgrdement between the Registrant and Martine AhBlatt,
which appears as Exhibit 10.5 to Registrant's QuigrReport on Form 10-Q for the fiscal quarteresh@arch 31, 2002,
which exhibit is incorporated herein by referer
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10.4**  Employment Agreement dated June 16, 2001 betweeR¢jgistrant and Paul A. Mahon, which appears a$iEx10.4 to
Registrant's Quarterly Report on Form 10-Q forftheal quarter ended March 31, 2002, which exhgihcorporated
herein by referenci

10.5*  Exclusive License Agreement dated as of Decemb&935, between the Registrant and an affiliatetarmacia & Upjohi
Company, incorporated by reference to Exhibit 1.8he Registrant's Registration Statement on F8rin(Registration
No. 33:-76409).

10.6*  Assignment Agreement dated as of January 31,,189Ween the Registrant and affiliates of Glaxdlgdene Inc.,
incorporated by reference to Exhibit 10.9 of thgiR&ant's Registration Statement on Form S-1 (Remdion No. 333-
76409).

10.7*  Cooperation and Strategic Alliance Agreementdiateof September 3, 1997, between Registrant anid/igd Inc.,
incorporated by reference to Exhibit 10.10 of tregRtrant's Registration Statement on Form S-1ifReagion No. 333-
76409).

10.8* Exclusive License Agreement dated as of Septe@hel 998, between the Registrant and Toray Inigisstinc.,
incorporated by reference to Exhibit 10.11 of thregRtrant's Registration Statement on Form S-1ifReagion No. 333-
76409).



10.9*

10.10**

10.11

10.12*

10.1:

10.1¢

10.1¢

10.1¢

10.17***

10.18**

Exclusive License Agreement dated as of MarchL®99, between the Registrant and Toray Industiries, incorporated
by reference to Exhibit 10.14 of the RegistranggiRtration Statement on Forr-1 (Registration No. 3:-76409).
Employment Agreement dated November 29, 2000 betthee Registrant and Roger Jeffs, which appeaEsaibit 10.9 tc
Registrant's Quarterly Report on Form 10-Q forftheal quarter ended March 31, 2002, which exhgihcorporated
herein by referenct

Form of Indemnification Agreement between the Riegiig and each of its Directors, incorporated Hgnence tc

Exhibit 10.19 of the Registrant's Registration &taént on Form -1 (Registration No. 3:-76409).

Guidelines to Govern the Strategic Activities,-Development and Related Activities of the Partiaed as o

November 1, 1999, between the Registrant and MidiNtec., incorporated by reference to Exhibit 1002@he Registrant
Amended Registration Statement on Fol-1/A (Registration No. 3:-93853).

Exclusive License Agreement dated as of June ZX) between the Registrant and Toray Industries, incorporated b
reference to Exhibit 10.1 of the Registrant's Regi®on Statement on Forn-3 (Registration No. 3:-40598).

Asset Purchase Agreement dated as of Decemb&0@8,among the Registrant, UP Subsidiary Corpmmatind Cooke
Pharma, Inc., incorporated by reference to Exf@Htitof the Registrant's Forn-K/A dated February 1, 200

Amendment No. 1 to Exclusive License Agreemeffisctive as of December 3, 1996, made as of Octdp2002 by and
between Pharmacia & Upjohn Company and the Registndnich appears as Exhibit 10.25 to Registraptiarterly Report
on Form 1-Q for the fiscal quarter ended September 30, 280&;h exhibit is incorporated herein by referer
Technical Services Agreement dated August 272 2@dween the Registrant and Kurzweil Technolodies, which
appears as Exhibit 10.26 to Registrant's Quarkejyort on Form 10-Q for the fiscal quarter endept&aber 30, 2002,
which exhibit is incorporated herein by referer

Exclusive License Agreement dated April 17, 2008veen AltaRex Corp. and Unither Pharmaceuticaslesidiary of th
Registrant, which appears as Exhibit 10.12 to Reggiss Quarterly Report on Form 10-Q for the figpsarter ended
June 30, 2002, which exhibit is incorporated hebgimeference

Standard Non-plan Option Award Agreement use®égistrant, incorporated by reference to ExhibiB2Go Registrant's
Form 1(-K for the year ended December 31, 2C

77

10.19**

10.20**

10.21

10.22**

10.2:

10.2¢

10.2¢

10.2¢

10.2%

10.28**

10.29**

10.30**

10.31**

10.32**

10.3¢

10.34**

10.3¢

Amendment to Employment Agreement dated Decerhbe?P002 between the Registrant and Roger Jefferporated by
reference to Exhibit 10.31 to the Registrant's Ft€-K for the year ended December 31, 2C

Amendment to Employment Agreement dated Decembe2dd2 between the Registrant and Paul Mahon, rocated by
reference to Exhibit 10.33 to the Registrant's Fa€-K for the year ended December 31, 2C

Real Estate Purchase Agreement dated October 83,I80and between Unither Pharmaceuticals, Inc Nmtgomery
County, incorporated by reference to Exhibit 1&@#he Registrant's Form -K for the year ended December 31, 2C
United Therapeutics Corporation Amended and Resstaquity Incentive Plan, as amended effectivef &eptember 24,
2004 incorporated by reference to Exhibit 10.1he Registrant's Form -Q for the quarter ended September 30, 2
Lease Agreement dated as of June 28, 2004, bgrandg United Therapeutics Corporation and WachDeigelopment
Corporation, incorporated by reference to ExhiBit19f the Registrant's Forn-K filed on July 6, 2004

Assignment of Liquid Collateral Account dated J@8& 2004, by and among United Therapeutics Corjoorand
Wachovia Development Corporation, incorporateddfgnence to Exhibit 99.2 of the Registrant's Fork fed on July 6,
2004.

Ground Lease dated June 28, 2004, by and amongdJhiiterapeutics Corporation and Wachovia Develop!
Corporation, incorporated by reference to ExhiBif3%f the Registrant's Forn-K filed on July 6, 2004

Participation Agreement dated June 28, 2004, byaamoing United Therapeutics Corporation, Wachoviadlgpment
Corporation, Various Other Banks and Financialitasons and Wachovia Bank, NA, incorporated byerehce to
Exhibit 99.4 of the Registrant's Forr-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 ExhiBits9of the Registrant's Forn-K filed on July 6, 2004

Amendment to Executive Employment Agreement betwdartine A. Rothblatt and United Therapeuticsp@oation,
dated April 2, 1999, as previously amended, incafeal by reference to Exhibit 10.1 of the Regi&rBorm 8-K filed on
December 29, 200-

Amendment to Employment Agreement between Rogfés,Ph.D. and United Therapeutics Corporatiomdat
November 29, 2000, as previously amended, incotpdray reference to Exhibit 10.2 of the Registradsm K filed on
December 29, 200-

Amendment to Employment Agreement between Paul ahdh and United Therapeutics Corporation dated 16n2001
as previously amended, incorporated by referen&xliibit 10.4 of the Registrar's Forr-K filed on December 29, 200
Form of Employee Stock Option Award Agreementpiporated by reference to Exhibit 10.1 of the Regi's Form 8-K
filed on December 17, 200

Form of Non-Employee Stock Option Award Agreeméntorporated by reference to Exhibit 10.2 of Registrar's
Form &K filed on December 17, 200

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

United Therapeutics Corporation Supplemental Httee Retirement Plan, incorporated by referencéxoibit 10.1 of
Registrant's Current Report on For-K filed May 4, 2006

Stock Purchase Agreement, dated as of July 206, 28etween Registrant and Toray Industries, Incarporated by



reference to Exhibit 10.1 of Registrant's Curreap&t on Form -K filed July 27, 2006
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10.36**

10.37**

10.38**

10.3¢

10.4(

10.41

10.42**

10.4:

10.4¢

10.45%***
12.1

21

23.1

31.1

31.z

32.1

32.2

Employment Agreement, dated August 2, 2006, betwkhn Ferrari and Registrant, incorporated lsreefice to
Exhibit 10.1 of Registrant's Current Report on F&-K filed August 4, 2006

Amendment, dated July 31, 2006, to amended Employégreement, dated November 29, 2000, between Risfks,
Ph.D. and Registrant, incorporated by referendextubit 10.2 of Registrant's Current Report on F@&i filed August 4,
2006.

Amendment, dated July 31, 2006, to amended Employégreement, dated June 16, 2001, between Padbhon anc
Registrant, incorporated by reference to ExhibiBldf Registrant's Current Report on For-K filed August 4, 2006
First Amendment to Certain Operative AgreementiedidMay 16, 2006, between Wachovia Development @atpn anc
Registrant, incorporated by reference to Exhibitlldf Registrant's Quarterly Report on Form 10-fXie fiscal quarter
ended June 30, 200

Confirmation, dated October 24, 2006, between bat8ank AG London and Registrant, incorporatedetigrence tc
Exhibit 10.1 of Registrant's Current Report on F&-K filed October 30, 200¢

Confirmation, dated October 24, 2006, betweentfxne Bank AG London and Registrant, incorporateteference to
Exhibit 10.2 of Registrant's Current Report on F&-K filed October 30, 200¢

Amendment, dated December 28, 2006, to Employmgregement, dated August 2, 2006, between Johrafemd
Registrant, incorporated by reference to Exhibitlldf Registrant's Current Report on Form 8-K fitgedDecember 29,
2006.

United Therapeutics Corporation Supplemental Httee Retirement Plan Rabbi Trust Document entartxl
December 28, 2007, by and between the Registraht\dimington Trust Company, as trustee, incorpatdig reference to
Exhibit 10.1 of Registrant's Current Report on F&-K filed on December 28, 200

Standard form of agreement between the RegisarathDPR Construction, Inc., dated March 9, 208 Graended by
Amendment No. 1, dated April 19, 2007, incorpordigdaeference to Exhibit 10.1 of Registrant's QerdytReport on
Form 1(-Q for the fiscal quarter ended March 31, 2C

Distribution Agreement dated March 20, 2000, betwiRRegistrant and Accredo Therapeutics, Inc., andet:
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€

Certification of Chief Financial Officer pursuant Rule 13-14(a) of the Securities Exchange Act of 18

Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002

Certification of Chief Financial Officer pursuamt $ection 906 of the Sarba-Oxley Act of 2002

*%

*k*k

*kkk

Confidential treatment has been granted with readperertain portions of this exhibit pursuant tol&406 of the Securities Act of 19:
as amended.

Designates management contracts and compensasos.

Confidential treatment has been granted with regperertain portions of this exhibit pursuant tol&24t-2 of the Securities Act ¢

1934.

Confidential treatment has been requested forgustof this document. The omitted portions of ttitsument have been filed with t
Securities and Exchange Commission.
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SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, réegistrant has duly caused this report to be
signed on its behalf by the undersigned, therely authorized.

UNITED THERAPEUTICS CORPORATIO!

February 28, 2008 By: /sl MARTINE A. ROTHBLATT

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

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the registrant and in the capacities and orddtes indicated.

Signatures Title Date

/sl MARTINE A ROTHBLATT

Chairman of the Board and Chief Executive Offi February 28, 200
Martine A Rothblat
/s ROGER A. JEFFS
President, Chief Operating Officer and Director February 28, 2008
Roger A. Jeffe
/s/ JOHN M. FERRARI
Chief Financial Officer and Treasurer February 28, 2008
John M. Ferrar
/s/ CHRISTOPHER CAUSEY
Director February 28, 2008
Christopher Cause
/s/ RAYMOND DWEK
Director February 28, 2008
Raymond Dwel
/s/ R. PAUL GRAY
Director February 28, 2008
R. Paul Gray
/s/ RAYMOND KURZWEIL
Director February 28, 2008
Raymond Kurzwei
/s/ CHRISTOPHER PATUSKY
Director February 28, 2008
Christopher Patusk
/sl LOUIS W. SULLIVAN
Director February 28, 2008

Louis W. Sullivan
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Exhibit 10.45

Pursuant to 17 C.F.R 8240.22beonfidential information (indicated as [***]) kdbeen omitted and has been filed separately tvlSecuritie
and Exchange Commission pursuant to a Confidefitedtment Application filed with the Commission.

Distribution Agreement

THIS AGREEMENT is made as of March 20, 2000 (th&é&Etive Date”), by and between United Therapeu@osporation (“UT"), a
Delaware corporation, 1110 Spring Street, Silveirigp Maryland and Olsten Health Services (Quant@mip., doing business as Olsten
Health Services or Gentiva Health Services (“DISBBTOR”), a Delaware corporation, 175 Broad Hollowdd, Melville, NY 11747.

Recitals

A. WHEREAS, UT has developed triprostenol, a pharmicaiproduct for the treatment of pulmonary hypesion to be marketed
worldwide under the brand name UNIPRO®(the “UT Product”);

B. WHEREAS, UT has entered into an agreement with Méd, Inc., a Delaware corporation, pursuant to Whid will purchase fron
MiniMed, Inc. infusion pumps and consumable produstipplies or other goods which are used in cdimmewith infusion pumps for
the delivery of UNIPROSTM | which supplies include, without limitation infesi sets with catheters and medication reservdies (t
“MiniMed Produc”);

C. WHEREAS, DISTRIBUTOR has represented that it possg$he necessary expertise, financial resourakmarketing organizatio
to promote and sell the UT Product and the MiniNkedduct (together, the UT Product and the MiniMealdRct shall be referred to
herein as the “Products”) and desires to acquia fUT the right to sell, market, distribute and ntain the Products in the Territory
(as hereinafter defined

D. WHEREAS, UT is willing to appoint DISTRIBUTOR andi®TRIBUTOR is willing to accept appointment, asistiabutor of the
Products in the Territory; ar

E. WHEREAS, the parties hereto believe that the bssimelationship regarding the Products and relsuegort will be of mutue
advantage

NOW, THEREFORE, in consideration of the mutual pises and covenants hereinafter set forth, thegsasijree as follows:




11

Article 1.0 INTRODUCTORY PROVISIONS

Defined Terms. The following terms, when used in capitalizethidn this Agreement, shall have the meaningscaét below:

(@ “Agreement” shall mean this Distribution Agreementered into by and between UT and DISTRIBUTORfab® Effective
Date.

(b)  “Affiliate” when used with reference to either Party shall nagncorporation controlling, controlled by or undemmon
control with the said Party and any officer, diogadr employee of such corporation, as the caselbmayFor purposes hereof,
“control” shall mean ownership, directly or inditgg of more than fifty percent (50%) of the sedieis having the right to vote
for the election of directors, in the case of gpovation, and more than fifty percent (50%) of lemeficial interest in the
capital, in the case of a business entity other thaorporation

(c) “Best Effort” shall mean those efforts that would be made bysamably prudent business person acting in gotid daid in
the exercise of reasonable commercial judgn

(d)  “Clinical Trial Patient” shall mean Included Patients who are enrolledimaal trials relating to UT Product prior
Commercial Launck

(e) “Commercial Launc” shall mean the date on which UT first makes aldBots available for commercial sale, after the igc
of all applicable government and regulatory appl®vequired to be obtained by UT or its supplieismto commercial sale of
the Products

® “Confidential Information” shall mean all informati disclosed by either party (“disclosing partyd)the other party
(“receiving party”), regardless of the form in whitt is disclosed, including information relatirgthe disclosing party’s
markets, product specific payer policies, datahagestomers, products, patents, inventions, praesgmethods, designs,
strategies, plans, assets, liabilities, pricestscosvenues, profits, organization, employeesn@geesellers or business in
general, and with respect to UT as disclosing panfgrmation embodied in the Products. The follagvshall not be
considered Confidential Informatio

0] Information which is or becomes in the public domthirough no fault or act of the receiving pa

(i) Information which was independently developed ley/rceiving party without the use of or relianceCmomfidential
Information;

(i) Information which was provided to the receivingtgdry a third party under no duty of confidentiglib the disclosing
party; or




(9)

(h)

(i)

0

(k)

1)

(m)

(n)

(iv)  Information which is required to be disclosed by laule, regulation or governmental agency, prodidewever,
prompt prior notice thereof shall be given to tigechkbsing party

“Effective Dat” shall mean the date first above writt

“Force Majeure” shall mean any event, not exisasgf the Effective Date and not reasonably with@control of the Parties
as of such date, which, in whole or in materiat,garevents or makes commercially unreasonabldPamty’s performance of
its obligations under this Agreement. Force Mageshall include, without limitation: fire, stormarhquake, flood, acts of
State or other governmental action, war or civilash, labor dispute, inability to obtain labor oaterials, and prolonged
shortage of energy or any other suppl

“Included Patients” shall mean those individualsgiosed with pulmonary hypertension (or any otbedition which shall
have been approved by the United States Food amgl Aiministration as an approved indication for Bibduct), and whom
DISTRIBUTOR shall have accepted (at its sole diszng on to its service as its patie

“NCIP Patier” (Non-collecting Included Patient) shall mean any Incti@atient who has no source of third party payme
reimbursement either for UT Product or for MiniMBtbduct and who is not a Patient Assistance Progtatient, and who
fails to pay for Products at DISTRIBUTOR’s usuatlailustomary charge for Products after DISTRIBUTGIRsuits customary
Best Efforts to collect such payment from sucheguatfor at least a 90 day peric

“PAP Patier” (Patient Assistance Program Patient) shall meanratyded Patient who is enrolled in the Patientigtssice
Program as established by UT from time to timee Tarrently anticipated criteria for this prograre described on
Attachment C

“Price” shall mean the respective price for thepeztive Product as set forth on Attachment A hematbject to the terms and
conditions reflected on Attachment

“MiniMed Product” shall mean infusion pumps and semable products, supplies or other goods develbpédiniMed, Inc.

which are medically necessary and used in conneatith infusion pumps for the delivery of UNIPROSY , which supplies
include, without limitation infusion sets with catiers and medication reservoi

“UT Trademar” shall mean any of the UT trademarks, logotypesteatte names listed on Attachment B hereto, as
Attachment may be modified from time to time by Bid communicated in writing by UT to DISTRIBUTORrhg the term
of this Agreement




1.2

2.1

2.2

2.3

2.4

(o) “Party” shall mean either of the two parties to this Agreetr

(p)  “Product” shall mean both the UT Product and the MiniMed Bot¢

(@) “Territory” shall mean the fifty states, territosi@and possessions of the United States only, uatesswise expressly agreed in

writing by the Parties

(9] “UT Produc” shall mean triprostenol, a pharmaceutical prodaictie treatment of pulmonary hypertension to beketad in
the Territory under the brand name UNIPROYT.

Other Rules of Interpretatic. Unless the context clearly indicates otherwtise,following rules shall govern the interpretatifrthis
Agreement

(@)  The definitions of all terms defined herein shalbly equally to the singular, plural, and posses$wrms of such term:
(b)  All references herein t‘day¢’ shall mean calendar days; ¢
(c)  All references t Section” shall mean the corresponding Sections of this Agess.

Article 2.0 REPRESENTATIONS AND WARRANTIES

Authority . Each Party represents and warrants that it pessell corporate power and authority necessaegtey into this

Agreement and to perform its obligations under &dgseement. All corporate acts and other procegiiequired to be taken by or on

the part of each Party to authorize it to perforsobligations under this Agreement have been datyproperly taken. This
Agreement has been duly executed and deliverecdy Barty and constitutes legal, valid and bindibkigations of each Party
enforceable in accordance with its terms, subjethé application of general principles of equ

No Conflicts. Each Party represents and warrants that thaud@a@nd performance of this Agreement by eachyRutl not conflict
with or violate any other agreement or obligatiamding on it.

Approvals. Except as expressly provided herein, each Papresents and warrants that no approval, authimizaonsent or other
order or action of or filing with any court, adnsgtrative agency or other governmental authoritgégiired for the execution and
delivery by such Party of this Agreement or itsssammation of the transactions contemplated byAgieement

Debarment Certification Requiremel. Each Party certifies that it has not been dellunder the provisions of the Generic D
Enforcement Act of 1992, 21 U.S.C. § 335(a) and (h)the event that during the term of this Agreeitn either Party (i) becomes
debarred or (ii) receives notice of an action oedh of ar




3.1

3.2

3.3

4.1

action with respect to its debarment, such Paréyl siotify the other Party immediately. Each Pdréyeby certifies that it has not and
will not use in any capacity the services of argividual, corporation, partnership or associatidrioh has been debarred under 21
U.S.C. § 335(a) and (b). In the event that eitteatty becomes aware of the debarment or threatésterment of any individual,
corporation, partnership or association providiag/ees to the other Party which directly or indttg relate to activities under this
Agreement, the other Party shall be immediatelyfiedt

Article 3.0 APPOINTMENT

Scope; No-exclusive. UT hereby appoints DISTRIBUTOR, and DISTRIBUT®Breby accepts such appointment, as a distrib@r
the Products during the term of this Agreementjestitio the terms and conditions of this Agreeméiitiis appointment is non-
exclusive, and UT reserves the right to appoinitamuhl distributors in the Territory and to digtute the Products in the Territory
itself.

Subdistributor«. DISTRIBUTOR shall not, without the prior writtepproval of UT, appoint any distributors or agdotact on beha
of DISTRIBUTOR (collectively, “Subdistributors”) tpromote and/or distribute the Products within Teeritory, other than any of its
Affiliates. DISTRIBUTOR shall at all times remdiully liable for the performance of any approvedadistributors and
DISTRIBUTOR shall provide UT with a written acknadgement executed by each Subdistributor thasitéad this Agreement and
agrees to be bound by its terms and conditionfdinty those contained in the attachments he

Sales Outside the Territo. DISTRIBUTOR shall not distribute, sell or othése provide the Products outside of the Territorgt
shall not advertise, promote or solicit customerdffie Products outside the Territo

Article 4.0 OBLIGATIONS OF DISTRIBUTOR

Distribution Promotior. DISTRIBUTOR shall use its Best Efforts to funtdasupport ongoing promotion of its distributiontbé
Products, consistent with DISTRIBUTOR'’s normal fimgland support for its overall distribution actigs; provided, however, UT
shall approve in advance any marketing materiadl igeDISTRIBUTOR other than the UT marketing makprovided by UT to
DISTRIBUTOR pursuant to Section 5.3. Such Besbéfshall include, but not be limited -

(@) Maintaining throughout the Territory adequate mérige sales and ord-fulfillment staffs who are adequately trained. ~
Parties acknowledge that this obligation requiréSTRIBUTOR to have the capability to provide theefgoing services
throughout the Territory, but does not require DREBUTOR to have a physical office within each jdittion within the
Territory;




4.2

(b)

©)

(d)

()

Promptly responding to all inquiries from customémsluding responding to complaints, processingmlers and effecting
all shipments of the Products for Included Patige

Providing the Products to Included Patients follogvdischarge from hospitals upon receipt of writtetice from the hospital
and pursuant to physician orde

Attending and exhibiting at appropriate trade shawslving patients and/or physicians specialttest have a high propens
or likelihood to diagnose and treat patients suffgfrom pulmonary hypertension. DISTRIBUTOR wikkeelop in
conjunction with UT, sales sheets which detailakailable therapy and support services from DISTRIBR for patients on
Product. At a minimum, DISTRIBUTOR will attend tfalowing trade shows or national conferences efftillowing
organizations

0] Pulmonary Hypertension Associatic
(i) American Heart Associatiol

(i) American Lung Associatior

(iv)  American Thoracic Associatio

(v) American College of Cardiolog'

(vi) American Rheumatology Associatic
(vii)  Scleroderma Foundation; a

Diligently investigating and pursuing all leads anduiries of potential customers referred to DISBBTOR by UT and to
report promptly on the status of such leads andifieg. Notwithstanding the foregoing, nothing lisstAgreement shall be
construed as requiring DISTRIBUTOR to admit tosiésvice, or provide Products to, any particulaivitiial(s) or types of
individual(s). The determination of which individaahall become Included Patients is in DISTRIBUT s sole discretior

Appropriate ProductsNotwithstanding anything in this Agreement oaatiments hereto to the contrary, DISTRIBUTOR'’s

obligations to provide MiniMed Product with UT Praxt shall be subject to (i) patient choice and jtige and payor preference
provided, however, that any pumps and suppliesr ditam the MiniMed Products are considered therdqedly equivalent substitutes
in accordance with prevailing medical judgment, &)dJT’s ability to supply MiniMed Product. DISTBUTOR will not promote
the use or sale of any pump and supplies otherttfeaMiniMed Product. In addition, DISTRIBUTOR shabt be obligated to provic
MiniMed Product with UT Product to the extent tRASTRIBUTOR determines in its sole commerciallygeaable discretion that it
has received a significant number of significarttgyd, physician or payor complaints regarding MiaiMed Product and
DISTRIBUTOR shall provide prompt notice to UT upsuch determinatior




4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

5.1

Policies and Procedure®ISTRIBUTOR shall comply with UT’s DISTRIBUTOR Moies and Procedures, including, but not limited
to, third party payer policies and procedures aslties and procedures relating to the MiniMed Ricida copy of which is attached
hereto as Attachment E. UT reserves the right &amgh such Policies and Procedures upon notice3d RIBUTOR, provided
however, that to the extent that any such changk isfippose any greater restrictions or costs onTREBUTOR, DISTRIBUTOR’s
prior consent to such changes shall be requiredh sonsent not to be unreasonably withheld or @iz

Written Assuranc.. DISTRIBUTOR hereby assures UT that DISTRIBUTORIkhot export the Products from the Territory try:
destination to which re-export requires a licensdeu the United States Export Administration Retjois unless and until
DISTRIBUTOR shall have applied for and obtainedhatrequest and expense of DISTRIBUTOR, a licérisa the Office of Export
Administration, United States Department of Comradr such repor

Alteration of Product. DISTRIBUTOR shall not alter the Products excefthyarior written consent of U1

Product Claims DISTRIBUTOR shall make no claims concerning thedacts except as authorized by UT in writing ones
contained in U”s marketing materials provided to DISTRIBUTOR faeeun the Territory

Complaints. DISTRIBUTOR shall promptly submit to UT’s Vice é&ident of Operations or MiniMed, Inc.’s Techni&alrvice
Department detailed information regarding compkfndbm customers in the Territory, including conipla of defective or
substandard UT Products or MiniMed Products, rebpsy.

Inventory. DISTRIBUTOR will maintain an inventory adequatefill two (2) months of anticipated orders of & Products, witt
the intention of maintaining sufficient inventoxy énsure availability

Temperature Protectic. DISTRIBUTOR shall ensure that during the entineet the Products are under DISTRIBUT's control, tha
the Products are stored at the temperature speti§idJT and/or MiniMed, Inc. for such Produ

Distributor Expense. DISTRIBUTOR shall bear all of its own costs angh@nses incurred in carrying out its obligationdemthis
Agreement, including, but not limited to, all rendalaries, commissions, demonstration, traveleanodmmodatior

Article 5.0 OBLIGATIONS OF UT

Training. UT will provide training to DISTRIBUTOR for Prodts at a time to be mutually agreed upon by thégsabut no les
frequently than ser-annually. The duration, content and location ofrstraining shall be as agreed upon by
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5.2

5.3

5.4

5.5

6.1

6.2

parties. DISTRIBUTOR shall bear all costs of traaedl living expenses for its personnel to atterah dtaining. If training is provide
at DISTRIBUTOR's location, DISTRIBUTOR shall prowédppropriate facilities, without expense to UT. §h&ll bear all costs
relating to its personnel and their travel andniivexpenses, materials and facilities utilizedtfaining, together with any other related
costs it incurs

Samples UT will provide a reasonable quantity of samptedicts to DISTRIBUTOR for the sole purpose of nedirkg the Products
to prospective customers in the Territory, subjeapplicable legal requirements. All sample Prasluemain the property of UT and
DISTRIBUTOR shall promptly return all samples to Upon request. Samples shall be labeled clearlybgps “SAMPLES-NOT
FOR RESALE/NOT FOR PATIENT CONSUMPTIC".

Sales Material UT will provide to DISTRIBUTOR reasonable quaiatit of such sales materials, reprints, brochuraskgme inserts,
peer review articles and other scientific and maldicformation regarding the Products, informatiomaterial and other marketing
literature for use by DISTRIBUTOR and its salesctowhen marketing the Produc

Marketing Suppor. UT will provide DISTRIBUTOR with such marketingigport as the parties may mutually ag!

UT Expenses UT shall bear all of its own costs and expensesrred in carrying out its obligations under thigreement, including
but not limited to, all rents, salaries, commissicadvertising, demonstration, travel and accomitiaule

Article 6.0 ORDERS FOR PRODUCTS

Purchase OrdersDISTRIBUTOR shall submit written purchase ordiensProducts to UT by mail, courier delivery or $amile. Each
such order shall set forth (a) the Products ordenetding item numbers; (b) quantities of ead);réquested delivery dates; and
(d) any specific shipping instructions. Except #geowise agreed by UT, DISTRIBUTOR shall submittsparchase orders at least
sixty (60) days prior to the requested deliveryed:

Acceptance of OrdersAll DISTRIBUTOR purchase orders are subject toggtance in writing by UT, which acceptance shall b
delivered by mail, courier or facsimile, or deentedhave occurred if DISTRIBUTOR shall not have fieed an acceptance or
rejection of the order within five business day4Jdfs receipt of the order. Each purchase ordell fleadeemed to be an offer by
DISTRIBUTOR to purchase the Products pursuanteaehms of this Agreement and, if and when accelpyedT as hereinabove
provided, shall give rise to a contract betweenTREBBUTOR and UT on the terms and conditions sethfbierein to the exclusion of
any additional or contrary terms set forth in tHSTRIBUTOR purchase order or which otherwise catdliwith this




6.3

6.4

6.5

6.6

6.7

Agreement. UT shall use its Best Efforts, consistéth the other requirements of its business derdened by UT, to accept all
purchase orders placed by DISTRIBUTOR in accordavittethe terms and conditions of this Agreem

Delivery Terms. Unless otherwise agreed to in writing by UT an@TRIBUTOR, all deliveries of the Products shallbhe©.B.
DISTRIBUTOR's facility. UT shall insure each shipmef such Products with a reputable insurer ferfthil invoice price of each
shipment. Risk of loss and title to the Productdigiass upon delivery to DISTRIBUTOR at its fatgili

Madification of Orders. No accepted purchase order shall be modifieinceled except upon the written agreement of battigs.

Change Order Charg. If DISTRIBUTOR requests modifications in an aciegborder prior to the scheduled delivery date e in
such order, in consideration for accepting sucingbarder, UT may require DISTRIBUTOR to extendsbkeduled delivery date
and/or to pay a change order charge equal to theo$tthe actual documented non-recoverable costsiied by UT by reason of such
change ordel

Product ChangesSubject to applicable regulatory approval, UTergss the right, in its sole discretion and withimeurring any
liability to DISTRIBUTOR except as otherwise progitlin this Agreement, to (a) alter any Product,distontinue the manufacture of
any Product; or (c) commence the manufacture aledofaew products having features which make amgléct wholly or partially
obsolete, provided however, that if such new Prothay be used as a substitute for Product, UT slegjbtiate in good faith with
DISTRIBUTOR to reach an agreement on terms wheBI®TRIBUTOR may purchase such new products. Nostéthding the
foregoing, UT shall use its Best Efforts to providkESTRIBUTOR with at least sixty (60) days prioritten notice of any such change.
UT also reserves the right, in its sole discretiod without incurring any liability to DISTRIBUTORBXxcept as otherwise provided in
this Agreement, immediately to alter the specifaad or the manufacturing process for any Productdasons of health or safety. UT
shall fill all accepted purchase orders from DISBRTOR for any altered or discontinued Productswibich manufacturing and
commercial deliveries have commenced prior to ffergve date of such a change but otherwise steale no obligation to do so
unless the delivery date requested in the relgmarthase order was prior to the effective datauohsa change

Rolling Forecast. DISTRIBUTOR and UT shall mutually develop andeupon a nc-binding twelve (12) month forecast indicat
DISTRIBUTOR' s intended purchases of Products, ab & such other information as UT may reasonedajyest. Such forecasts
shall be updated by DISTRIBUTOR on a rolling basash calendar quarter, and each updated forecastomueceived by UT no la!
than thirty (30) days after the end of each calendarter.




7.1

7.2

7.3

7.4

7.5

Article 7.0 PRICES AND PAYMENTS

Prices. DISTRIBUTOR shall pay the Prices for the Prodymischased under this Agreement which are in effetiie time o
acceptance of the relevant purchase order subnjté&lSTRIBUTOR, except as provided in Section AR costs relating to
shipping, insuring, packing, handling and delivgrihe Products to DISTRIBUTC S facility shall be at the sole expense of |

Price ChangesAt any time during the term of this Agreement, i@y increase its Prices for the Products upoeast Isixty (60) day
prior written notice to DISTRIBUTOR, but only asig as the respective Price for Product is atmiés at least [***] percent

([***1%) less than the then current published “Aegle Wholesale Price” (AWP) for the respective Pobdimcreased prices shall not
apply to purchase orders accepted prior to thetffedate of the price increase unless such omterdde for delivery, and delivery
in fact made, more than ninety (90) days afterdhie of acceptance of the order. Price decreasbsegpect to all Products shall be
effective immediately upon written notice to DISBRITOR on all such Products not yet delivered. UTeag that it will not sell the
Products during the term of this Agreement to aaothstributor in the Territory at a price (incladipayment terms) lower than what
it is charging DISTRIBUTOR

Payment Terms; InvoiceDISTRIBUTOR shall make payments for the Produdthin 60 days of its receipt of the respectivedive.
Terms of purchase shall be two percent (2%) prgraptdiscount if paid within thirty (30) days of ioice receipt. UT shall ensure that
all invoices for Products accurately reflect thwatcharge to DISTRIBUTOR for the Products, inghgdto the extent applicable any
and all discounts, free goods or other reductiangice of the Products to DISTRIBUTOR. All payme&shall be made in United
States Dollars

Overdue Paymen. If and for so long as any payment from DISTRIBUR'@ UT under this Agreement shall be overc

(@) Interest in the applicable currency of paymentidimldue and payable at the rate of interest ofvevpercent (12%) pe
annum, or such lower rate as may be the maximuailjegermissible rate of interest, on all balancetstanding from the
first date such payment is due until fully paidg:

(b) UT shall have the right to recover its collectiasts and expenses (including reasonable attorfiegs) for late payments. |
reserves the right to revoke any credit terms iy oféer DISTRIBUTOR if there is any unsettled ortstanding balance owed
by DISTRIBUTOR to UT.

Tax Payment. Each Party shall pay all taxes, duties, impopodéts, assessments and other governmental chamesyer
designated, that are now
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7.6

8.1

8.2

8.3

hereafter imposed upon such Party by any goverrahaunthority or agency in connection with the parfance of its obligations
under this Agreemen

Resale Prices DISTRIBUTOR may offer the Products in the Temmt at such prices or discounts as DISTRIBUTORtgrsole
discretion, may determin

Article 8.0 ACCEPTANCE, WARRANTY AND PRODUCTS SUPPORT

Acceptance of Produc. DISTRIBUTOR shall promptly inspect each shipmefithe Products. In the event of any shortagmatze,
expiration or discrepancy in a shipment of Prodwdigch is patently obvious, DISTRIBUTOR shall prottypreport the same to UT
and furnish such written evidence or other docuatén as UT may reasonably request. DISTRIBUTO®&Idfe deemed to have
accepted a shipment and UT shall not be liablafgrsuch shortage, damage, expiration or discrgparsuch shipment unless
DISTRIBUTOR provides UT with such notice and subgiteting evidence within forty-five (45) days ofriaal of the Products at
DISTRIBUTOR's shipping address in the Territorypdh receipt of the reasonable substantiating eeeleh such shortage, damage
or discrepancy, UT shall refund any payments madée Product or UT shall promptly provide addigbor substitute Products to
DISTRIBUTOR, and UT shall promptly reimburse (orLASTRIBUTOR'’s option, DISTRIBUTOR may deduct suaimounts from
payments due to UT hereunder) for any actual cesfgenses or damages incurred by DISTRIBUTOR, tijrec indirectly, as a
result of such shortage, damage or discrepancytm & shipment

Product Warrant. UT hereby authorizes DISTRIBUTOR to pass onUfestandard warranty and the MiniMed, Inc. stanc
warranty each set forth in Attachment D for the Rfbduct and MiniMed Product, respectively, to DISBBTOR’s customers in the
Territory, which may be revised by UT upon noticediSTRIBUTOR. DISTRIBUTOR shall not offer its dosners any warranties
different from or in addition to those given by bi&reunder

Excluded Claim«. UT shall not have any additional warranty oligias to DISTRIBUTOR or DISTRIBUTO’s customers undt
Section 8.2 above or otherwise to the extent th&TRIBUTOR has made any warranties, oral or writtegyond those expressly set



8.4

forth in the standard UT warranty, Attachment Deter

Limited Warranty. THE WARRANTIES SET FORTH IN THE UT WARRANTY, ATACHMENT D HERETO, AND THE
OTHER TERMS AND CONDITIONS OF THIS AGREEMENT, ARBILIEU OF ALL OTHER WARRANTIES, EXPRESS OR
IMPLIED, WHICH ARE HEREBY DISCLAIMED AND EXCLUDED By UT, INCLUDING, WITHOUT LIMITATION, ANY
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTIOLAR PURPOSE OR USE. THE SOLE AND
EXCLUSIVE REMEDIES FOR BREACH OF U'S STANDARD WARRANTIES SHALL
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8.5

9.1

9.2

9.3

BE LIMITED TO THE REMEDIES PROVIDED IN UT'S STANDAR WARRANTIES SET FORTH ON ATTACHMENT D,
ATTACHED HERETO, AND AS OTHERWISE PROVIDED IN THIBGREEMENT.

Limited Remedy. UT SHALL NOT BE LIABLE TO DISTRIBUTOR OR ANY OHHEIR CUSTOMERS FOR LOSS OR
DAMAGE CAUSED BY DELAY IN FURNISHING THE PRODUCTS NDER THIS AGREEMENT. UT SHALL NOT BE
LIABLE TO DISTRIBUTOR OR ANY THIRD PARTY FOR ANY SECIAL, INDIRECT, INCIDENTAL OR CONSEQUENTIAL
LOSSES OR DAMAGES, EVEN IF UT SHALL HAVE BEEN ADVISD OF THE POSSIBILITY OF SUCH POTENTIAL LOSS
OR DAMAGE BY DISTRIBUTOR OR ANY THIRD PARTY. IN NCEVENT, SHALL UT BE LIABLE FOR ANY DAMAGES IN
EXCESS OF THE LESSER OF THE COST OF REPLACEMENT REEFUND OF THE NET PURCHASE PRICE PAID BY
DISTRIBUTOR FOR ANY DEFECTIVE OR DAMAGED PRODUCTNOTWITHSTANDING THE FOREGOING, IN CASE OF
ANY CONFLICT BETWEEN THE PROVISIONS OF THIS SECTIOAND SECTION 12.3, SECTION 12.3 SHALL CONTRO

Article 9.0 REGULATORY APPROVALS, COMPLIANCE AND AUDITS

FDA Approval. UT represents and warrants that as of the Bfe@ate with respect to clinical trials, and priorCommercial
Launch with respect to commercial sale, the Pradate received or shall have received, as thermagée, (a) clearance from the
FDA to in the Territory for the approved indicatgrand (b) all federal and state approvals and igereqguired for the manufacture,
importation, design, testing, inspection, labeliwgrning, instructions for use, marketing, sale distribution of the Product in the
Territory. UT shall promptly notify DISTRIBUTOR iwriting upon receiving applicable FDA approvalsdauch notice shall incluc
the effective date of such approval, as well asthrificant terms, conditions and limitations ath approval (including applicable
indications), and UT shall also notify DISTRIBUTORwriting of the effective date of Commercial Laim

Compliance with Laws UT shall be solely responsible for, and compithyall applicable federal and state laws, regokest and
orders governing the regulation of the manufactimeprtation, design, testing, inspection, labelisgle, warning and instructions for
use of all Product in the Territory, or otherwiggpbcable to the performance of its obligations emntthis Agreement. DISTRIBUTOR
shall comply with all applicable federal and stat®s, regulations and orders governing its distidouand sale of Products in the
Territory, or otherwise applicable to the performaof its obligations hereunder. Each Party dwilduct its activities hereunder in
and ethical and professional manr

Inspection. Each Party shall notify the other Party prompffiyany inspection by any federal, state, or loegulatory representatiy
concerning any Product al
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9.4

9.5

9.6

shall provide the other Party with a summary ofrémults of such inspection and such actions,yif taken to remedy conditions cited
in such inspections. Each Party agrees to coapuaiitth any inspection of a Product shipment congllitty a governmental agen:

Adverse Event Reporting Each Party agrees to inform the other Party ptongbut in no event no later than forty-eight Y4®urs
after becoming aware of same) of any complainkaloeling or package insert issues, involving a Bobdr adverse drug experience
(as defined in 21 C.F.R. 314.80), injury, toxicity,sensitivity reaction associated with the cliase of the Product, whether or not
considered related to the Produ

(@) If the adverse drug experience is serious, as elfim21 C.F.R. 314.80 (including any adverse deagtion that is fatal or life-
threatening, is permanently disabling, requiresiigmt hospitalization, or is a congenital anomasncer or overdose), then
each Party shall notify the other Party within tig-four (24) hours

(b)  All notifications to UT shall be by facsimile and &T's designated adverse event for

() To the extent of any conflict between the provisiofithis Section and Attachment E to this Agreetniéye provisions of this
Section shall contro

Withdrawal of Produc. If there is a recall of withdrawal of a Produtien UT shall immediately contact DISTRIBUT's corporate
purchasing department in accordance with DISTRIBBT& policies and procedures made available to W@, RISTRIBUTOR
agrees to stop shipping recalled lots immediataty, in no event later than twenty-four (24) holtereDISTRIBUTOR receives
written notification of such recalls. DISTRIBUTOdRall cooperate fully in any such recall, includaryy customer notice, restriction,
change, corrective act or market action or any fecbdhange requested or ordered by any governmageaicy having jurisdiction in
the Territory. UT agrees to reimburse DISTRIBUT@Rany reasonable cost or expenses (includingoredse attorneys’ fees)
DISTRIBUTOR may incur due to recalls, withdrawaksplacements or government inspections of any RtoddISTRIBUTOR shall
prepare an invoice of such costs which invoiceldiepaid by UT within thirty (30) days of receipttsuch invoice. Each party shall
promptly provide the other party with copies ofrespondence to or from governmental authoritiestired to corrective action in the
Territory concerning the Produc

Visits by Parties. Each Party shall permit the other Party to visiplace of business and inspect its recordgritories and othe
relevant materials relating solely to its performaof this Agreement, upon reasonable advanceenatid during normal business
hours.
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Article 10.0 PROPERTY OWNERSHIP; CONFIDENTIALITY

All Confidential Information and other proprietamaterial, documents, information, databases, caepled incomplete case report

forms and all data that either Party (“disclosirgty’) supplies to the other Party (“receiving pértshall be the sole and exclusive property of
the disclosing party (“Disclosing Party PropertyAll Confidential Information shall be deemed dolehtial and proprietary to the disclosing
party. The receiving party (a) may use the Comfidé¢ Information during the term of this Agreememty as permitted or required for its
performance hereunder, (b) shall not disclose avide any Confidential Information to any third fyarand (c) shall take reasonable measures
to prevent any unauthorized disclosure by its egg®s, agents, contractors or consultants durintetine hereof including advising such
individuals of applicable confidentiality obligatise. The foregoing duty shall survive any termimatbr expiration of this Agreement for a
period of five (5) years. Upon termination of tiNgreement, the receiving party shall return todleelosing party, at the disclosing party’s
expense all unused Disclosing Party Property.

111

11.2

Article 11.0 TRADEMARK

Trademark License GrantUT hereby grants to DISTRIBUTOR, and DISTRIBUT®@Breby accepts from UT, a nonexclusive,
nontransferable, and royalty-free right and licemgeing the term of this Agreement, to reproduce ase the UT Trademarks in
connection with the distribution, marketing, proimatand sale or other distribution of the Prodiicthe Territory and in accordance
with UT’s standards and instructions and for nceotburpose. DISTRIBUTOR shall not use any otherksar trade names in
connection with the marketing and distribution loé Products, except that DISTRIBUTOR may use it&kmar trade names in a
manner consistent with its normal course of busingsch as adding a label on the packaging idémgif9ISTRIBUTOR as a
distributor of Products, such label to be approwed)T in advance in writing as to size and conteath approval not to be
unreasonably withheld or delayed, and such usé sbiatonfer on UT any rights or license in DISTRIBOR’s marks or trade
names. UT may inspect and monitor DISTRIBUTOR’s abthe UT Trademarks. DISTRIBUTOR shall not remmor alter any UT
trade names, trademarks, copyright notices, seuiabers, labels, tags or other identifying markmlsols or legends affixed to any
Products, documentation or containers or packe

Registratior. In its sole discretion, UT may register the Urademarks in the Territory if UT determines thajisé&ration is necessa
or useful to the successful distribution of thed®rets. In addition, if UT believes that it is asible to effect any filing or obtain any
governmental approval or sanction for the use BYTRIBUTOR of any of UT Trademarks pursuant to thiseement, the Parties
shall cooperate to do so. All expenses relatintpéaregistration of the UT Trademarks in the Teryi as well as the making of any
filing or obtaining any governmental approvals tlee use by DISTRIBUTOR of the Trademarks shall beb by UT.
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11.3

114

115

12.1

Termination of Use Immediately upon termination of this Agreemd@STRIBUTOR shall cease and desist from use of @iy
Trademark in any manner, other than to liquidatehien-existing inventory of the Products withix sionths of such termination.
DISTRIBUTOR hereby grants to UT or its designeehia event of such termination, full power of atiy, with the right of
substitution, to cancel, revoke or withdraw any gyovnental registration or authorization permittibkp TRIBUTOR to use any UT
Trademark in the Territory, and DISTRIBUTOR shatbyide such further documentation and assistant&Tamay reasonably requs
in connection therewitt

Reservation of Right. DISTRIBUTOR acknowledges Us proprietary rights in and to any UT Trademarlojsat to the license ar
right granted in Section 11.1. DISTRIBUTOR shait adopt, use or register any words, phrases obslgnvhich are identical to or
confusingly similar to any UT Trademark and shall nse any UT Trademark as part of DISTRIBUTOR’goooate or trade name or
permit any third party to do s

Infringements. DISTRIBUTOR shall promptly notify UT if it becoes aware of any use in the Territory by any thidyof any UT
Trademark or of any similar mark which may consétan infringement of a UT Trademark. Subject provisions of this Section,
UT shall have the exclusive right, in its sole d&ion, to institute proceedings against third-parfringers in respect of infringements
occurring in the Territory. If UT elects not testitute such proceedings within a period of th{89) days after notification of the
alleged infringement, DISTRIBUTOR shall have the¢iop to do so, and UT shall thereafter refrain frdaing so. UT shall have the
exclusive right in its sole discretion to institygeceedings against third-party infringers in exgpf infringements occurring outside
the Territory. Each Party shall cooperate fullghathe other Party in connection with any such peatings against third-party
infringers, provided that all expenses of such eeaings shall be borne by the Party institutingesamd all damages which may be
awarded or agreed upon in settlement of such astiafi accrue to such Par

Article 12.0 INSURANCE AND INDEMNIFICATION

Insurance Each Party shall maintain in effect during thient of this Agreement a comprehensive generallifaipolicy (which may
be in the form of primary or excess coverage) im@mount not less than Two Million Dollars ($2,00m)) per occurrence and Three
Million Dollars ($3,000,000) in the aggregate ahdlspromptly after the execution of this Agreemdasignate the other party as an
additional named insured on such policies. Theudtddle for such policy shall be no more than Onméted Thousand Dollars
($100,000) and shall provide for ten (10) daysic®to the other party by the insurer by registemedertified mail, return receipt
requested, in the event of any modifications, chaitens or terminations thereof. Each Party agteeprovide the other Party with a
certificate of insurance evidencing compliance wfitis section within ten (10) days of executiortto$ Agreement
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12.2

12.3

12.4

12.4

DISTRIBUTOR Indemnification of UT Except as provided in Section 12.3, DISTRIBUT&MRI indemnify, defend and hold
harmless UT and its Affiliates, and their respeziificers, directors, employees, agents and ssocesind assigns from and against,
any Claim to the extent such claim relates to dxaised on (a) property damage, personal injuryeattdresulting from
DISTRIBUTOR'’s negligent or reckless provision orimtanance of the Products (except to the extensdinge results from any
wrongful act or omission of UT), (b) DISTRIBUTORolation of any applicable law or governmentaluksgion or (c) any breach by
DISTRIBUTOR of any of its representations, warrasticovenants or agreements in this Agreementthequurpose of this

Section and Section 12.3, a “Claim” shall be aapilities, damages, costs or expenses, includiitgowt limitation, reasonable
attorneys’ fees which arise from any claim, lawsdi#mand or other action by any Party other thanafrihe Parties or an Affiliate of
one of the Partie:

UT Indemnification of DISTRIBUTOR for UT ProductsExcept as provided in Section 12.2, UT shalemdify, defend and hold
harmless DISTRIBUTOR and its Affiliates, and thedspective officers, directors, employees, agemissaccessors and assigns from
and against any Claim to the extent such Clainteglto or is based on (a) UT’s design, manufaausipply of the Products,

(b) property damage, personal injury or death tegufrom use of the Product (except to the exteatsame results from any wrong
action or omission of DISTRIBUTOR), (c) UT’s violah of any applicable law or governmental regulati@) any breach by UT of
any of its representations, warranties, covenanggeements in this Agreement, (e) any inabilftp ISTRIBUTOR to supply
Products to an Included Patient as a result obaate of product or other failure of UT to deli@noduct (except to the extent the
same results from any wrongful action or omissibDISTRIBUTOR), (f) any recall or withdrawal of Riact, or return of damaged,
defective, shortdated or outdated Product, or ifg)caim that DISTRIBUTOR'S distribution and saleRyoducts infringes on the
patent, trade mark, copyright, or other proprietégits of any third party. To the extent of amnflict between the provisions of this
Section and the provisions of Attachment E to &dseement, this Section shall contr

UT Indemnification of DISTRIBUTOR for MiniMed Prodts. UT shall indemnify, defend and hold DISTRIBUT®RBrmless from
and against any and all Claims relating to prodiability claims with respect to MiniMed Productsigh are designed, developed and
manufactured solely and independently by MiniMext,

Indemnification Procedur. A Party seeking indemnification under this Algid2.0 “Indemnified Part”) shall give prompt writtel
notice to the indemnifying party (“Indemnifying Rg?) of any Claim covered by the indemnificationliglations hereunder; provided,
however, that a delay in such notice shall not teate the Indemnifying Party’s indemnification gdtions hereunder, unless such
delay shall have materially impaired the defenssuch Claim. Such Indemnifying Party shall havie smd exclusive control of the
defense of an
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12.5

12.6

13.0

14.1

such Claim, including the choice and direction oy &gal counsel, provided, however, if a singlgalecounsel would be subject to a
material conflict of interest under the applicahles of professional conduct governing such colutise Indemnified Party shall not
be obligated to waive such conflict and may reqeeparate legal counsel at the Indemnifying Pagyfsense. The Indemnifying
Party may not settle or compromise any such Claitihout the written consent of the Indemnified Pawfich consent shall not be
unreasonably withhel(

Litigation Suppor!. In the event and for so long as an Indemnifyagty actively is contesting or defending agaimst @laim in
connection with this Article 12.0, the IndemnifiBdrty shall cooperate with the Indemnifying Parig &s counsel in the contest or
defense, make available its personnel, and pratidh testimony and access to its books and reesrdball be reasonably necessary
in connection with the contest or defense, alhatdole cost and expense of the Indemnifying P

Subrogation The Indemnifying Party shall be subrogated #rights of the Indemnified Party against any tipiadity, and such
Indemnified Party hereby assigns to the IndemnifyRarty all claims, causes of action and othertsigthich the Indemnified Party
may then have against any third party. Conversaig, without in any way limiting the obligation ether Party to indemnify the
other Party as herein provided, to the extentahdhdemnifying Party fails to perform its indemadtion obligations under

Section 12.2 or Section 12.3 above, the Indemrgff@arty hereby assigns to the Indemnified Partglaims, cause of action and ot
rights which the Indemnifying Party may then hagaiast any third party with respect to any Claimvidich indemnification is
provided hereunde

Article 13.0 NONSOLICITATION

Each Party agrees that during the term of this &gpent, and for a period of one year after the &ffecermination date, it shall nc
without the other Party’s written consent, employeiain on an independent contracting basis argopewvho was, at any time during
the immediately preceding twelve (12) month permmuployed by the other Party or any of its Affidiat

Article 14.0 JOINT PUBLICITY

Public Disclosure If either Party wishes to make a public disctestoncerning this Agreement or the relationshtptdshed
hereunder and such disclosure mentions the othigr B\aname or description, such other Party ghalprovided with an advance
copy of the disclosure and shall have two (2) bessrdays within which to approve or disapprove sisehor its name of description
(including mention of the name of the Product) jded, however
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14.2

15.1

15.2

15.3

16.1

16.2

(@  Approval shall not be unreasonably withheld by @itRarty. Failure to respond within two (2) busgdays shall be deemed
approval.

(b)  Absent approval, no disclosure shall use the ndoe atherwise describe such Party except to thergxequired by law, or
the extent that the description of the other Pigrtymited to public information about the availbtyi of the Product

Filings with SEC. Notwithstanding the foregoing, each Party ackedges that both parties are or are affiliates pdilalicly tradec
company and each Party hereby consents to theslisel of this Agreement and the relationship betvike Parties in their respective
filings with the Securities and Exchange Commissiod their disclosures to its stockholders; prodjd®wever, that each Party shall
use its commercially reasonable efforts not toldsethe specific financial terms and conditionshig Agreement except when such
disclosure is required by lay

Article 15.0 FORCE MAJEURE

Notice. A Party affected by an event of Force Majeuraigiromptly provide the other Party with writtentite describing the event,
its cause and foreseeable duration, and its pessilisequences upon performance under this Agree

Suspension of Performan. After an affected Party has given notice undeatien 15.1, that Party shall be relieved of
performance obligation under this Agreement foigailons which the Force Majeure event preventsphly to the extent and only
for so long as the Force Majeure prevents perfoomai he other Party may likewise suspend the padace of all or part of its
obligations, except for the obligation to pay anyoaints due and owing, and confidentiality, indemcation, recordkeeping and aud
and dispute resolution obligations of this Agreetemthe extent that such suspension is comméredsonable

Termination. If the period of Force Majeure continues for mthran sixty (60) days, either Party may terminlaite Agreement upo
giving notice to the other Party without incurriligpility other than the obligation to make paymedtie to such dat

Article 16.0 TERM AND TERMINATION

Term. The initial term of this Agreement shall begimtbe Effective Date and shall continue in foraetigh three (3) years from t|
Commercial Launch date (the “Initial Term”). Thefter, this Agreement shall automatically renewddditional periods of one

(1) year each, unless either of the Parties slat lyiven the other Party written notice of its menewal of this Agreement no later
than ninety (90) days prior to the end of the atitr any renewal term here:

Termination. This Agreement may be terminated prior to theireion of the then current term as follov
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(&) Either Party may terminate this Agreement immedijatpon notice if the other Party files a petitiohany type as to it
bankruptcy, is declared bankrupt, becomes insojveakes an assignment for the benefit of credigwss into liquidation or
receivership, a proceeding is commenced agaimgtich will substantially impair its ability to pexfm hereunder or such Party
otherwise loses legal control of its busine

(b)  Either Party may terminate this Agreement upomtlag¢erial breach of the other Party (including, hatt limited to,
DISTRIBUTOR’ s failure to pay promptly sums owirgWT) which breach has not been cured within th{8@) days of
receiving prior written notice of such breach frime nor-breaching Party

(c) Either Party may terminate this Agreement uponceoifian event of Force Majeure continues for nthea sixty (60) days as
provided in Section 15.

(d)  The Parties may agree in writing to terminate &gseement for their mutual convenience at any tamd for any reason,
subject to such terms and conditions as they mapta

(e) DISTRIBUTOR may terminate this Agreement immediaiéthe required FDA approvals shall not have bebtained by UT
on or prior to September 30, 20(

® UT may terminate this Agreement immediately upoittem notice to DISTRIBUTOR if

0] an act or omission of DISTRIBUTOR or DISTRIBUT(s
employees, officers, subdistributors or agentschased material
harm to the Products, UT Trademarks or the gooattitiched
thereto; ol

(i)  There is a material change in the management aatipe of DISTRIBUTOF s business which has a material adv:
effect on DISTRIBUTOR's ability to perform its ogktions under this
Agreement

(o) Either Party may terminate this Agreement at amgtwith or without cause by giving notice in wrdito the other Party,
which shall be effective one hundred and eightysddy0) days after its date; a

(h) If atany time in the future, a change of legaluiegments would (a) require the parties to renegetbr alter the terms of this
Agreement, or (b) result in a substantial advehsage in the respective financial benefits or busdeccruing to any Party
under the terms of this Agreement, then upon writeguest by either party in the case of (a), eratfiected Party in the case
(b), the Parties shall endeavor in gc
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16.3

16.4

faith to renegotiate and modify the terms of thgg@ement to comply with such new requirements oicasuch substantial
adverse change. If the Parties are unable to agech modifications within 90 days of receiptioé written request, then
either Party (in the case of (a)), or the adveraéfigcted Party (in the case of (b)) may termirithie Agreement immediately
upon expiration of the 90 day peric

Partial Termination In the event that UT shall have the right purdua the provisions of Section 16.2 to termin&is Agreement in
its entirety, UT may elect, in its sole discretitmferminate this Agreement solely as it appl@earty portion of the Territory, or, if
applicable, any category of custorr

Rights and Obligations on Terminati. If this Agreement is terminated for any reagbme, Parties shall have the following rights
obligations:

(@ Termination of this Agreement shall not releaskegiParty from the obligation to make payment baalounts then ¢
thereafter due and payable, and shall not reledskdth its obligations to provide Products to DISBRTOR at
DISTRIBUTOR'’ s request to service its existing pats as of the effective termination date and wotih existing patients are
transitioned to another distributor, which DISTRIBOR will use its Best Efforts to achieve as exgedgly as possible after
the effective termination dat

(b)  Each Part’s respective obligations of confidentiality undetiéle 13.0, and record retention under Articled &hall survive a
provided in such article:

(c) Each Part’s respective obligations of indemnification undetidde 12.0 and to settle all disputes, controvessir claims unde
Article 17.0 shall survive such termination of thigreement

(d) UT shall cause other entities to undertake, od sithérwise relieve DISTRIBUTOR of its obligatioaad all costs relating to
all PAP Patients and NCIP Patients, and shall cetauch transition or relief with respect to spatients no later than 180
days from the termination date. DISTRIBUTOR agreesse its Best Efforts to cooperate with suchdfan anc

(e) Each Party shall, within ninety (90) days of théedaf the termination of this Agreement, return doegumentation and ¢
copies of documentation (in any media) in its pesi&®, custody or control that contain the othetyPaConfidential
Information and shall certify in writing that it 8@one so after a reasonable examination of dlléswhere such
documentation has been maintair
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16.5

17.1

17.2

17.3

17.4

SellOff Period. Notwithstanding the foregoing, upon expiratiorthi Agreement or upon any termination of this égment,
DISTRIBUTOR shall have the right to continue totdimute the Products for a period of six (6) mordfter the effective date of
expiration or termination, and shall have the aptm return to UT for full reimbursement by UT t¢STRIBUTOR at the most recent
Prices in effect, any and all unsold remaining imteey of Products

Article 17.0 DISPUTE RESOLUTION

Negotiation. The Parties agree to consult and negotiate in daith to try to resolve any dispute, controvessylaim that arises ol
of or relates to this Agreement. Except as provideSection 17.2, no formal dispute resolution sbalused by either Party unless
until senior executive officers of each Party shale attempted to meet in person to achieve suelmécable resolutior

Reservation for Litigation Notwithstanding Section 17.3 below, each Partyressly reserves the right to seek judicial rdfiefn a
court of competent jurisdiction if the other Pagyr appears to be in violation of such otherPsubligations of non-use and non-
disclosure under Article 10.0 above, including,heift limitation, any injunction or other prelimiryarelief.

Arbitration . Subject to the reservation of the Parties un@eti@n 17.2 above, any dispute, controversy onchhiat arises out of «
relates to this Agreement that is not resolved uSdetion 17.1 shall be settled by final and bigdambitration in accordance with the
Commercial Arbitration Rules of the American Arhtipn Association (“AAA”) in effect on the EffecvDate, as modified by
Section 17.4 below. Judgment upon the award reddsrehe arbitrators may be entered in any coucoafipetent jurisdiction. The
place of arbitration shall New York, New York, UASThe arbitration shall be conducted in the Erglanguage by three (3) neutral
arbitrators selected by mutual agreement of théd3aor, if that is not possible within thirty (30xys of the initial demand for such
arbitration, by the AAA

Special Rule:. Notwithstanding any provision to the contranthie AAA’s rules, the Parties hereby stipulate that anyratiin
hereunder shall be subject to the following spertiks:

(@) Each Party shall have the right to request fromatiérators, and the arbitrators shall order ugood cause shown, reasona
and limited pre-hearing discovery, including (ixeange of witness lists, (ii) depositions undehatnamed witnesses,
(iii) written interrogatories, and (iv) documentjtests

(b) Upon conclusion of the preearing discovery, the arbitrators shall promptydra hearing upon the evidence to be present:



the Parties and shall promptly render a writtemimpi and award
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(c)  The arbitrators may not award or assess punitimeag@s against either Party; ¢

(d)  Each Party shall bear its own costs and expensie @rbitration and one-half (1/2) of the fees aosts of the arbitrators,
subject to the power of the arbitrators, in thelediscretion, to award all such reasonable cesizenses and fees to the
prevailing Party

Article 18.0 RECORDS

During the term hereof and for three (3) yearseh#er, or such longer period as may be requireldwyeach Party shall maintain
accurate records as required to meet applicab#d, Isiate and federal laws and regulations. Exagmitherwise required by any such laws or
regulations, each Party shall provide the othees&to any reasonably requested documentatiordedately to this Agreement during
reasonable business hours. Each Party shall githeetother seven (7) days’ prior written noticeso€h examinations, which will not occur
more than twice annually, and such examination lvélundertaken only to such extent necessary tty\bat the other Party has complied v
the terms of this Agreement.

Article 19.0 GENERAL PROVISIONS

19.1 Entire Agreemen. This Agreement constitutes the entire agreemfkthteoParties with respect to the subject matteedfeand
supersedes all the Parties’ previous or contempoi@correspondence, term sheets, understandgrgenaents and representations,
oral or written between the Parti

19.2  Assignment Neither Party shall assign or otherwise trangéerights or obligations under this Agreement gtagith the prior written
consent of the other Party (which shall not be asoaably withheld or delayed); provided that nchstmnsent for a transfer to an
entity shall be required and all rights and obligag arising hereunder shall inure to the benéfihat entity if it is (a) an Affiliate of
the assigning Party, (b) the successor in int@fetste assigning Party by reason of sale, mergeperation of law, or (c) has acquired
all or substantially all of the assets and busiméske assigning Party. Any unauthorized attemptgsignment or delegation shall be
null and void and of no force or effe

19.3 Amendmen. This Agreement may not be modified or amendeghple or in part, except by a written agreemegiad by bott
Parties, and specifically stating that it modifeesamends this Agreemel

19.4  Severability. If one or more of the provisions of this Agreemisrsubsequently declared invalid or unenforceahie Agreemen
shall be treated as though that provision werémtitis Agreement, and this shall not affect thidity or enforceability of the
remaining provisions of this Agreement (unless ¢hpovisions that are invalidated or unenforceabéeclearly material and
inseparable from the other provisions). The Agrednas modified shall b
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19.5

19.6

19.7

19.8.

applied and construed to reflect substantiallygbed faith intent of the Parties and to achieveettenomic effects originally intended
by the terms hereo

Notices; LanguageExcept as may be otherwise provided in this Agremt, any notice, demand or request given, madeguired to

be made shall be in writing and shall be effectivdess otherwise provided herein, either (a) wihivered in person to the other
Party, or (b) on the same business day thatiaismitted by facsimile to the facsimile numbers) forth below, with electronic
confirmation of receipt, if transmitted prior ta0B: p.m. Eastern time on such business day, orefirgt business day following such
transmission if transmitted after 5:00 p.m. Easfiéme or if transmitted on a day other than a besénday; provided a hard copy is
deposited within one (1) day after such transmissio the U.S. mail, postage prepaid, and addrezsadt forth below for notices by
U.S. mail; or (c) on the third business day follogits deposit in the U.S. mail, postage and adeias follows

If to UT: United Therapeutics Corporatis
1110 Spring Strec
Silver Spring, Maryland 2091
Attention: Paul Mahon, General Coun
Telefax: 30:-60€-9291

If to DISTRIBUTOR: Gentiva Health Service
175 Broad Hollow Roa
Melville, NY 11747
Attention: Executive Vice Presidel
President, Speciall
Pharmaceuticals Divisio
Telefax: (631) 84-7940

With copies to Law Departmen
Telefax: (631) 84-7414

And: Corporate Purchasing Departm:
Telefax: (913) 81-4866

Waiver. Either Party’s failure or delay in exercising aeynedy for default shall not be deemed a waivéehaf or any subsequent
default of that provision or of any other provisioareof. No waiver shall be effective unless maderiting with specific reference to
the relevant provision(s) of this Agreement anche@by a duly authorized representative of theyRgenting the waivel

Counterpart. This Agreement shall be executed in two (2) oremamunterparts in the English language, each afiwshall be
deemed an original, which taken together shall tits one and the same instrume

Governing Law. Except as provided by federal law, this Agreenstatl be governed by, and interpreted and corgtiruaccordanc
with, the laws of the
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State of New York, excluding (a) any conf-of-laws rule or principle therein contained under \araniy other law would be ma
applicable.

19.9 Relationshig. This Agreement does not make either Party thdayap, agent or legal representative of the otlagtyHor any
purpose whatsoever. Neither Party is granted ayht dr authority to assume or to create any ohbtigatr responsibility, express or
implied, on behalf of or in the name of the othart. In fulfilling its obligations pursuant to thiAgreement each Party shall be
acting as an independent contractor and shall@oiglemed to have formed any partnership, jointurendr other relationshij

19.10 Headings. The headings contained in this Agreement areefi@rence purposes only and shall not affect inveay the meaning ¢
interpretation of this Agreemer

19.11  Signature Authority. Each signatory to this Agreement has signatuttecaity and, is empowered on behalf of his or lespective
Party to execute this Agreeme

19.12 Cumulative Remedie. Except as expressly provided in this Agreemend,ta the extent permitted by law, any remediesrilesd in
this Agreement are cumulative and not alternativarty other remedies available at law or eqt

[Page intentionally left blank.]
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IN WITNESS WHEREOF, the Parties have caused thied&gent to be executed by their duly authorizedessmtatives as of the
Effective Date.

UNITED THERAPEUTICS OLSTEN HEALTH SERVICES
CORPORATION (QUANTUM) CORP. (DBA GENTIVA
HEALTH SERVICES)
By: /s/ Martine Rothblat By: /s/ Robert U. Nixor
Martine Rothblat Robert Nixon
Chief Executive Office Executive Vice Presidel

President, Specialty Pharmaceuticals Divis
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Attachment A
Prices
UT Product
1. On and after Commercial Launch, IREBUTOR shall pay UT [***]% of Average WholesaleiBe (“AWP”).
2. Prior to Commercial Launch , UT $ipabvide DISTRIBUTOR with UT Product without chargprovided, however, DISTRIBUTC

shall pay UT [***]% of AWP for any inventory that BTRIBUTOR has in its possession as of the dateashmercial Launch which has not
been distributed.

3. UT shall immediately notify DISTRIBWDR in writing of any change (and the amount ofsclcange) in the AWP of any respective
UT Product during the term of the Agreement.

MiniMed Product

DISTRIBUTOR shall purchase MiniMed Products at ¢lst that MiniMed charges UT for such MiniMed Prody pursuant to the following
pricing terms and conditions agreed to by MiniMed & T; provided, however, that if at any time dgrthe term of this Agreement,
DISTRIBUTOR notifies UT that DISTRIBUTOR'’s aggregateasonable and direct costs for purchasing atdiditing MiniMed Products
exceeds DISTRIBUTOR's aggregate net revenues (gev&nhues minus reasonable and customary conttatimaances and trade discounts)
for MiniMed Products, then the Parties shall usgrtBest Efforts to renegotiate the terms of thgggement so that such costs shall not exceed
such net revenues:

Pricing Terms and Conditions of MiniMed Producti®

As UT and DISTRIBUTOR intend thatSIRIBUTOR is to receive the benefit of any ternesdunder granted by MiniMed to UT,
where MiniMed’s obligations to UT are describeddiey the same shall be obligations of UT to DISTRIEDR. Pursuant to the Guidelines
agreed to by MiniMed and UT effective as of Novembgel999, MiniMeds prices and pricing terms and conditions to UMaofiMed Product
is as follows:

1. Definitions

As used herein, the terms below $tave the following meanings, and other capitadizerms shall have the respective meanings
given to such terms in the Distribution Agreemegiineen UT and DISTRIBUTOR:

“Active Clinical Site"means a physical clinic location which has at lé&st(10) patients regularly receiving UT-15 Thegraging
MiniMed’s pumps and Disposable Supplies.

“Disposable Suppliesthean such consumable products, supplies or otlwetsgohich are used in connection with infusion pamp
for the delivery of the UT-15 Therapy, which
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Disposable Supplies include without limitation isiion sets with catheters and medication reservoirs.

“List Price” means the price generally published from timerteetfor a product offered for sale in a particularket and in
particular quantities to third parties unrelatedimiMed who are not sales agents, sales reprethergadealers or distributors, but instead
utilize the product for themselves or in providmgdical care to unrelated persons. For purposesference, MiniMed'’s current List Prices
for products subject to this Agreement are sehfortExhibit A hereto.

“MiniMed’s Cost” shall mean MiniMed direct costs associated with such referenceditgctivhich shall be determined on the b
of direct materials and supplies, labor, qualitptcol/quality assurance activities and overheadattributable general administrative costs and
facilities which are calculated in accordance vgiémerally accepted accounting principles.

“Pivotal Clinical Trial” means that certain clinical trial designated as.®3/04/05/06 being conducted as of the effectivie d&
these Guidelines for the purpose of gathering ceffit data to obtain FDA approval for UT-15 in theatment of pulmonary hypertension.

“UT-15 Therapy”’means any health care therapy which utilizes UEdlicutaneously or intravenously for the treatméiaing
medical condition.

2. Supply of Pumps and Disposable Sujgs.

(@) MiniMed shall provifésposable Supplies, at no charge, to each patikatis enrolled in the Pivotal Clinical Trial ak o
the Effective Date for the balance of the PivotthiCal Trial (but for a period terminating no latdhan June 30, 2001), so long as such patient
does not require more than ten (10) sets of sushd3able Supplies per month. In the event thatiant requires more than ten (10) sets of
Disposable Supplies in any given month, UT shaltpase such Disposable Supplies at MiniMed's LigtedPless a discount equal to thirty
percent (30%) of such List Price. MiniMed’s curréist Prices are set forth in Exhibit fattached hereto.

(b) MiniMed Product LBtices may be modified by MiniMed at any time upteast sixty (60) days prior written notice to
UT, but may not increase in price by more than @myesponding increase in the consumer price imdeomputed on a cumulative basis.

(c) For any patient whodls in the Pivotal Clinical Trial on or afterféttive Date, or in any other clinical trial invahg UT-
15 which is initiated after the Effective Date, Mited shall be paid a monthly fee for the provisafnnfusion pumps and Disposable Suppli
The amount of the monthly fee and a descriptiothefmaterials and supplies to be provided by Mird\Ms contemplated by this subsectior
set forth in_Exhibit B, attached hereto, expressed as bi-monthly amounts.

(d) UT shall be respotesitor and shall bear all costs (including reimlingsDISTRIBUTOR for any reasonable costs it may
actually incur) relating to the repair or replacemef any infusion pumps provided to Clinical TrRtients enrolled prior to the Effective Dz
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3. Purchase of Pumps Upon FDA Approval

(@) Upon the earlier 9fsixty (60) days following FDA approval of UT-1d (ii) June 30, 2001, UT shall purchase all
MiniMed model 407C infusion pumps previously distried by MiniMed and rented by UT as contemplatedubsection 2(c). The purchase
price of such 407C infusion pumps shall be MiniMedist Price for the 407C pumps, less a discounaktp twentyfive percent (25%) of su
List Price. For reference purposes, included ihiEix A hereto is MiniMed’s current published LBtice for the model 407C infusion pump.
In addition to the twenty-five percent (25%) disnbsget forth herein, UT shall also be entitledncaanortization allowance to be credited
against the purchase price for such 407C infusiongs, which shall be based on a four (4) year dratitn schedule for the 407C pumps,
attached hereto as Exhibit. CPayment for 407C infusion pumps purchased puatswoahis section 3(a) shall be made within si@9) days of
invoice.

(b) Upon the FDA approwéJT-15, all patients enrolled in the Pivotali@itial Trial who are then using MiniMed model 506
infusion pumps shall be converted to MiniMed mo#igT C infusion pumps. The purchase price for 40¥dsion pumps to be used in place of
MiniMed’s 506 infusion pumps shall be MiniMed'’s LBrice for the 407C pumps less a discount equaleaty-five percent (25%) of such
List Price; an additional discount of ten percai%) (bringing the total discount to thirty-fiverngent (35%)) shall be applied to the extent a
MiniMed model 506 infusion pump is returned to Mitéd in connection with the distribution of the Mitéd model 407C pump. Payment for
407C infusion pumps purchased pursuant to thisse8tb) shall be made within sixty (60) days ofdite.

(©) Following FDA apprdovd UT-15, UT shall purchase infusion pumps andfdisable Supplies from MiniMed for UT-15
Therapy at the following prices:

® 407C infusion pumps (or successor models theretgiraMed’s List Price less a discount equal to tiyefive
percent (25%) of such List Price; and

(i) Disposable Supplies at MiniMed's List Price for Bugisposable Supplies less a discount equal totjwgercent
(20%) of such List Price.

UT shall pay for the items purchased pursuanti®Slection 3(c) within sixty (60) days of invoic&he provisions of this Section 3
(c) shall not apply to MiniMed infusion pumps puasled pursuant to Section 3(a) and 3(b) of thesinBrTerms and Conditions.

4, Therapy Package

Commencing as of the effective date of these Guidgland to the extent reasonably requested by UT™iRMed, through its wholl
owned subsidiary Pharmax, Inc., a Florida CorporafiPharmax”), shall provide therapy packages TR at a purchase price equal to
MiniMed’s Cost of such therapy package plus twefing-percent (25%) of such cost. For the purpagdkis Section, therapy packages may
include drugs, devices, or disposable suppliesgvew therapy packages shall not include infusioms, Disposable Supplies and those other
items listed on Exhibit A. MiniMed’s obligation farovide therapy packages under this Section skale immediately in the event that:

(i) MiniMed sells the stock or substantially all
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of the assets of Pharmax; or (ii) there is mora théfty percent (50%) change in ownership of lteat. The sale of stock or assets of Pha
shall not require the consent of UTHR, providedybweer, that MiniMed shall use commercially reasdeafforts to give UTHR at least sixty
(60) days’ prior written notice of such event.
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EXHIBIT A
TO ATTACHMENT A

CURRENT PRICE LIST FOR INFUSION PUMPS AND DISPOSABLE SUPPLIES

MiniMed 0O 1999 Price List

PRODUCT MODEL DESCRIPTION PRICE ($US)
MiniMed 407C Infusion Pum MMT -407CUC MiniMed Infusion Pump Mode  $ 6,50C
407C with 1 warranty and starte
kit
Associated disposables and accessories, see igtié@ insulin pumps
MiniMed 0 1999 Price List
PRODUCT MODEL DESCRIPTION PRICE ($US)
MiniMed 508 Insulin Pump MiniMed Infusion Insulin Pump $ 5,49¢

Model 508 with 4 year warranty
starter kit and remote programn

MMT — 508UB Blue
MMT — 508UC Charcoal
MMT — 508UT Teal (Green)

MMT — 508UW White* pump only available witt
prescription from doctc
Remote Programmit MMT — 500RU 508 Pump Remote Programn  $ 99
Reservoirs (24/box MMT — 103 3.0 ml MiniMed Reservoi $ 70
Sof-Set Micro QRO (12/box) MMT — 320 42" Quick Release Soft Plastic $ 120
MMT — 321 Cannula (6mm catheter) $12C
24" Quick Release Soft Plastic
Cannula (6mm cathete
Sof-Set Ultimate QRI (12/box) MMT — 315 42" Quick Release Soft Plasi ~ $ 97
Cannula Set $120 MMT — 316
24" Quick Release Soft Plastic
Cannula Set $120 Sof-Set®
(24/box) MMT — 111 42" Soft
Plastic Cannula Set $185 MMT
— 112 24" Soft Plastic Cannula
Set $185 Silhouett& (10/box)
MMT - 371 43" Full Set (10)
complete sets
MMT — 372 43" Combo Set (10 sites/5 tubir $ 80
sets)
MMT — 373 23" Full Set (10 complete set  $ 97
MMT — 374 23" Combo Set (10 sites/5 tubir $ 80
sets)
Polyfin QRO (24/box) MMT — 106 42" Bent Needle Infusion S $ 98
42" Quick Release Bent Needle $ 150
MMT — 165 Infusion Set
24" Bent Needle Infusion Set  $ 98
MMT — 306 with wings
42" Bent Needle Infusion S $ 98
MMT — 307 with wings
42" Quick Release Bent Neec
MMT — 365 Infusion Set w/wing:

24" Quick Release Bent Neec  $ 150



MMT — 366 Infusion Set w/wing:
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Polyfin O (24/box) MMT — 106 42" Bent Needle Infusion S $ 98
Sof-Sertef™ Automatic So-Set Insertior $ 49
MMT — 300 Device
PolyskinO (50/box) Transparent Dressing (5cir $ 34
MMT — 134 7cm)
[.V. 3000 (100/box) Transparent Dressing (6cmx  $ 49
MMT — 174 7cm)
I.V. Prep (50/box MMT — 173 Antiseptic Skin Prepping Pa $ 12
Disposable Power Kit (3 set Nine (9) 1.5 Volt Batterie $ 26
MMT — 104 Rayovac Model G #67
Showe-Pak (30/pk’ Plastic Shower Bags to hc $ 19
MMT — 117 pump
BOOKS
ACC 110 The Insulin Pump Therapy Boc $ 19.0C
ACC 111 Counting Carbohydrate $ 6.00
Deliciously Healthy Favorite $ 19.9¢
ACC 112 Foods Cookboo
ACC 113 Teens Pumping it Ug $ 12.9%
MISCELLANEOUS
MediBand MediBand, emergency medical $ 6.95
ID, notifies person as having
ACC 118 diabetes and on an insulin pul
Max the MiniMed Moose Max the Moose, popular bean k $ 6.95
ACC 119 animal
Prices subject to change without notification
Sof-Set, QR, Sof-Serter and Silhouette are allemaatks of MiniMed Inc.
Polyskin is a registered trademark of Kendall Hezdte Products Company
To order call: 800-843-6687 or FAX 800-635-5702
MiniMed ®
12742 San Fernando Road
Sylmar, CA 91340
800-993-3322  818-362-5956
Web Site http://www.minimed.com
31
EXHIBIT B
TO ATTACHMENT A
THERAPY KITS AND MONTHLY FEE SCHEDULE
Kit One
Item Code Unit Note Qty Price Extended
Infusion Sets MMT111/112 Box 24 piece 1 $ 185.0C $ 185.0(
Syringes/Res' MMT 103 Box 24 piece 1 $ 70.0C $ 70.0C
Batteries MMT 104 Pack 9 piece! 1 $ 26.0C $ 26.0C
IV3000Tape MMT 174 Box lasts 6 mos 1 $ 49.0C $ 49.0C
IV Prep Pac MMT 173 Box lasts 3 mos 1 $ 120C $ 12.0C
Shower Pacl MMT 117 Box lasts 2 mos 1 $ 19.0C $ 19.0C



Alcohol Prep HMS3268¢ Box
Total Disposable Price

Less: 30% Clinical Trial Discout

Net Disposable Price

Monthly Pump Rent (per pair of pumg

Total Bi-Monthly Fee (Net Disposable + 2 times MdgtPump Rent)

Start-Up Kit One

Additional Items:

Sof-Serter MMT 300 Ea
Pump Cas: ACC 10¢ Ea
Belt Clip MMT 131C Ea

Total OneTime Items

Less 30% Clinical Trial Discout
One-Time Items

Kit One Bi-Monthly Fee from Above
Star-up Kit One Total Cost to U
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lasts 2 mos

Only Need :
Only Need :
Only Need :

1

==
@ Hh

$ 12.0C $ 12.0C

49.0C
24,95
8.0C

$ 373.0C
$ (111.90)
$ 261.1C
$ 252.67
$ 766.3¢

49.0C
24.95
8.00
81.9¢

(24.5€)
57.3€
766.3¢

R|ARBHPHBH R

823.7¢




EXHIBIT C
TO ATTACHMENT A

PURCHASE PRICE AND AMORTIZATION
SCHEDULE FOR 407C PUMPS

List Price per Pump (1 pump onl $ 6,500.0(
Less: 25% Discour $ (1,625.00)
Net Price $ 4,875.0(
Monthly Amortization (assume 4 year lif $ 101.5¢
Purchase Price to MiniMed at end of 1 $ 3,656.2¢
Purchase Price to MiniMed at end of 2y $ 2,437.5(
Purchase Price to MiniMed at end of 3y $ 1,218.7¢
Purchase Price to MiniMed at end of 4y $ —

Note: In the event that UTHR decided to purchaseptimps at some interim point in time, the $4,8&5pmice will be reduced by the amoi
of $101.56 per month for the number of months that the pump has been in service to UTHR.
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Attachment B
UT Trademarks Logotypes and Trade Names
UNITED THERAPEUTICS
UNITED THERAPEUTICS CORPORATION LOGO
UNIPROST
MEDICINES FOR LIFE

UNITHER
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Attachment C
Patient Assistance Program Criteria
In order to be eligible as a Patient Assistancgfm Patient, the patient must meet the critetifosth below:
1. Total monthly household income of patient mustdsesithan or equal to 200% of U.S. Federal poveriyedines (calculated on a
monthly basis) adjusted for household size. (Aycofthe U.S. Federal Poverty Guidelines is attdchdT shall provide
DISTRIBUTOR with a copy of the U.S. Federal PoveByidelines each year.)

2. Patients must have no sources of alternative drimgbursement including but not limited to Medicditedicare, Veterans
Administration, and private insurance.

3. Patients must be legal residents of the UniteceStand receive healthcare services via the USitatds healthcare system.
Patients who meet the residency requirements @gPaph 3 above will qualify for the program for fheriod, that such patient is unable to

obtain reimbursement due to pre-existing condigioyvisions of his or her insurance carrier or dueléarance or prior authorization waiting
periods for insurance coverage. Once such pasietile to obtain reimbursement, however, he oisbla#l not remain eligible for the program.
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ALNVIIVM QIVANVLS o PINIUIN

MiniMed H©

USA:
Sylmar, CA
818-362-5958 800-826-2099 (24-hour Help Line within U.S. & Caaad
To order supplies:
800-843-668% FAX: 888-268-0200 (within U.S. & Canada)
FAX: 818-362-3788 (outside U.S.)
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WARRANTY

MINIMED INC. (“MINIMED”) WARRANTS THE MINIMED INFUS ION PUMP AGAINST DEFECTS IN MATERIALS AND
WORKMANSHIP FOR A PERIOD OF 1 YEAR FROM THE DATE GFURCHASE.

THIS WARRANTY IS VALID ONLY UPON THE RECEIPT BY MINMED OF A COMPLETED WARRANTY REGISTRATION CARD.
DURING THE WARRANTY PERIOD, MINIMED WILL REPAIR ORREPLACE, AT ITS DISCRETION, ANY DEFECTIVE PUMP OR
SOLENOID MOTOR, SUBJECT TO THE CONDITIONS AND EXCISJIONS STATED HEREIN. THIS WARRANTY APPLIES ONLY T
NEW DEVICES. IN THE EVENT A PUMP IS REPAIRED OR RERCED, THE WARRANTY PERIOD WILL NOT BE EXTENDED

THIS WARRANTY IS VALID ONLY IF THE MINIMED INFUSION PUMP IS USED IN ACCORDANCE WITH THE
MANUFACTURER’S INSTRUCTIONS. THIS WARRANTY WILL NO APPLY:

. IF DAMAGE RESULTS FROM CHANGES OR MODIFICATIONS MAB TO THE PUMP BY THE USER OR THIRD PERSOI
AFTER THE DATE OF MANUFACTURE;

. IF DAMAGE RESULTS FROM SERVICE OR REPAIRS PERFORMBY ANY PERSON OR ENTITY OTHER THAN THE
MANUFACTURER,;

. IF DAMAGE RESULTS FORM AFORCE MAJEUREOR OTHER EVENT BEYOND THE CONTROL OF THE

MANUFACTURER; OR:

. IF DAMAGE RESULTS FROM NEGLIGENCE OR IMPROPER USECLUDING BUT NOT LIMITED TO IMPROPER
STORAGE, DELIBERATE SUBMERSION IN WATER, PHYSICALBUSE SUCH AS DROPPING OR OTHERWISE.

THIS WARRANTY DOES NOT APPLY TO BATTERIES, INFUSIOSETS, RESERVOIRS, AND OTHER ACCESSORIES.

THIS WARRANTY SHALL BE PERSONAL TO THE ORIGINAL USE. ANY SALE, OR OTHER TRANSFER OR USE OF THE
PRODUCT COVERED BY THIS WARRANTY TO OR BY A USER ®ER THAN THE ORIGINAL USER SHALL CAUSE THIS
WARRANTY TO IMMEDIATELY TERMINATE.

THE REMEDIES PROVIDED FOR IN THIS WARRANTY ARE THE EXCLUSIVE REMEDIES AVAILABLE FOR ANY BREACH
HEREOF. NEITHER MINIMED NOR ITS SUPPLIERS OR DISTR IBUTORS SHALL BE LIABLE FOR ANY INCIDENTAL,
CONSEQUENTIAL, OR SPECIAL DAMAGE OF ANY NATURE OR K IND CAUSED BY OR ARISING OUT OF A DEFECT IN
THE PRODUCT.

ALL OTHER WARRANTIES, EXPRESS OR IMPLIED, ARE EXCLU DED, INCLUDING THE WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOS E.
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FEDERAL RESERVE SYSTEM

Sunshine Act Meeting

TIME AND DATE: Approximately 11:15 a.m., Tuesday, March 23, 198Bowing a recess at the conclusion of the operting.
PLACE: Marriner S. Eccles Federal Reserve Board Buildd@gh and C Streets, NW., Washington, DC 20551.

STATUS: Closed.

MATTERS TO BE CONSIDERED:

1. Personnel actions (appointments, promotiorssgaments, reassignments, and salary actions)imgpindividual Federal Reserve Syst
employees.

2. Any matters carried forward from a previoustyaunced meeting.
CONTACT PERSON FOR MORE INFORMATION:

Lynn S. Fox, Assistant to the Board;
(202) 45:-3204.



SUPPLEMENTARY INFORMATION: You may call (202) 452-3206 beginning at approxehab p.m. two business days before the
meeting for a recorded announcement of bank ankl balding company applications scheduled for theting; or you may contact the
Board’s Web site at http:// www.federalreserve.fmvan electronic announcement that not only Bgiglications, but also indicates procedural
and other information about the meeting.

Dated: March 16, 1999.

Robert deV. Frierson,
Associate Secretary of the Boa

[FR Doc. 99-6806 Filed 3-16-99; 3:55 pm]

BILLING CODE 6210-01-M

DEPARTMENT OF HEALTH AND HUMAN SERVICES
Office of the Secretary

Annual Update of the HHS Poverty Guidelines
AGENCY: Department of Health and Human Services.

ACTION: Notice.
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SUMMARY: This notice provides an update of the HHS poveutigejines to account for last (calendar) year'séase in prices as measured
by the Consumer Price Index.

EFFECTIVE DATE: These guidelines go into effect on the day theypai#ished (unless an office administering a progtesing the
guidelines specifies a different effective datetfat particular program.)

ADDRESSES:Office of the Assistant Secretary for Planning &vwdluation,

Room 404E, Humphrey Building,
Department of Health and Human
Services (HHS), Washington, DC 20201.

FOR FURTHER INFORMATION CONTACT: For information about how the poverty guidelines ased in a particular prograncontact
the Federal (or other) office which is responsiblethat program.

For general information about the poverty guiddifeut NOT for information about a particular pragF—such as the Hill-Burton
Uncompensated Services Program—that uses the pauédelines), contact Gordon Fisher, Office of &ssistant Secretary for Planning and
Evaluation, Room 404E, Humphrey Building, DeparttrefrHealth and Human Services, Washington, DC 262t&lephone: (202) 690-5880;
persons with internet access may visit the povguigelines internet site at <http:// aspe.os.didwppverty/poverty.htm>.

For information about the Hill-Burton Uncompensatgervices Progrartno-fee or reduced-fee health care services atiodnmbspitals and
other health care facilities for certain personahle to pay for such care), contact the Officehef Director, Division of Facilities Compliance
and Recovery, HRSA, HHS, Twinbrook Metro Plaza,d@23winbrook Parkway, Suite 520, Rockville, Marya?0857—telephone: (301) 443-
5656 or 1-800-638-0742 (for callers outside Marglaor 1-800-492-0359 (for callers in Maryland); g@ms with internet access may visit the
Division of Facilities Compliance and Recovery miet home page site at <http://www.hrsa.gov/osp#df€he Division of Facilities
Compliance and Recovery notes that as set by 42 12BB05(b), the effective date of this updatehefpoverty guidelines for facilities
obligated under the Hill-Burton Uncompensated SmwiProgram is sixty days from the date of thidipation.

For information about the percentage multiple of fhoverty guidelines to be used on immigration fsoch as INS Form 1-864, Affidavit
of Support, contact the U.S. Immigration and Ndimaion Service. To get a copy of the most regenterty guidelines published by the
Immigration and Naturalization Service, call 1-8810-3676 and ask for Form 1-864. To obtain infoligrabn the most recent poverty
guidelines call (202) 514-2607. Persons with inééatcess may obtain the information from the Intatign and Naturalization Service
internet site at <http://www.ins.usdoj.gov>, andyndawnload the affidavit of support forms and pdyeyuidelines from
<http://www.ins.usdoj.gov/forms/download/i-864pkut».
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Under an amendment to the Older Americans Actfithees in this notice are the figures that staité area
agencies on aging should use to
determine “greatest economic need” for Older Ansr&cAct programd-or information about Older Americans Act progrant®ntact Carol
Crecy, Administration on Aging, HHS—telephone: (2629-0011.

For information about the Department of Labor’s lewliving Standard Income Levign alternative eligibility criterion with the porg
guidelines for certain Job Training Partnership prctgrams), contact Ronald E. Putz, Director, @ffad€ Employment and Training Programs,
U.S. Department of Labor—telephone: (202) 219-52@8email 173; persons with internet access majif thie Employment and Training
Administration’s Lower Living Standard Income Leweternet site at <http://www.wdsc.org/techcounpiidtotypes/Iisil/llsil.htm>.

For information about the number of people in payésince 1959) or about the Census Bureau (stedi§tpoverty thresholds;ontact the
HHES Division, Room 1462, Federal Office Building,#).S. Bureau of the Census, Washington, DC 2028%phone: (301) 457-3242;
persons with internet access may visit the Powsgtyion of the Census Bureau’s World Wide Webatitehttp:/ /www.census.gov/hhes/www/
poverty.html>.

1999 POVERTY GUIDELINES FOR THE
48 CONTIGUOUS STATES AND THE
DISTRICT OF COLUMBIA

Poverty guide-

Size of family unit line
$ 8,24C
11,06(
13,88(
16,70C
19,52(
22,34(C
25,16(
27,98(

O~NO O WN P

For family units with more than 8 members, add 3Q,®r each additional member. (The same increrapplies to smaller family sizes also,
as can be seen in the figures above.)

1999 POVERTY GUIDELINES FOR

ALASKA
Poverty guide-
Size of family unit line
1 $ 10,32(
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1999 POVERTY GUIDELINES FOR
ALASKA—Continued

Poverty guide-
Size of family unit line

13,84(
17,36(
20,88(
24,40
27,92(
31,44(C
34,96(

O~NO T WN

For family units with more than 8 members, add $8,®r each additional member. (The same increrapplies to smaller family sizes also,
as can be seen in the figures above.)

1999 POVERTY GUIDELINES FOR
HAWAII

Poverty guide-
Size of family unit line

$ 9,49C
12,73(C
15,97(
19,21C
22,45(C
25,69(
28,93(
32,17C

co~NO U WNE

For family units with more than 8 members, add 88,®r each additional member. (The same increrapplies to smaller family sizes also,
as can be seen in the figures above.)

(Separate poverty guideline figures for Alaska Hiaavaii reflect Office of Economic Opportunity adnstrative practice beginning in the
1966-1970 period. Note that the Census Bureau potleesholds—the primary version of the povertyaswe@e—have never had separate
figures for Alaska and Hawaii. The poverty guideBrare not defined for Puerto Rico, the U.S. Viilglands, American Samoa. Guam, the
Republic of the Marshall Islands, the FederateteStaf Micronesia, the Commonwealth of the Northdariana Islands, and Palau. In case
which a Federal program using the poverty guidslserves any of those jurisdictions, the Fedefaefvhich administers the program is
responsible for deciding whether to use the cootigustates-and-DC guidelines for those jurisdigtionto follow some other procedure.)

The preceding figures are the 1999 update of thenyp guidelines required by section 673(2) of @ranibus Budget Reconciliation Act

(OBRA) of 1981 (Pub.L. 97-35.) As required by lahis update reflects last year’'s change in the Gares Price
Index (CPI-U); it was done using the same procedssal in previous years.
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Section 673(2) of OBRA-1981 (42 U.S.C. 9902(2))uiees the use of the poverty guidelines as antwlityi criterion for the Community
Services Block Grant program. The poverty guidaliage also used as an eligibility criterion by anber of other Federal programs (both F
and nonHHS.) Due to confusing legislative language dabagk to 1972, the poverty guidelines have sometinees mistakenly referred to
the “OMB” (Office of Management and Budget) poverty guidelioepoverty line. In fact, OMB has never issuedgh@lelines; the guideline

are issued each year by the Department of HeattiHaiman Services (formerly by the Office of Economipportunity/Community Services
Administration). The poverty guidelines may be fatiy referenced as “the poverty guidelines updatedually in the Federal Register by the
U.S. Department of Health and Human Services uadtrority of 42 U.S.C. 9902(2).”

The poverty guidelines are a simplified versioritef Federal Government'’s statistical poverty thotgshused by the Bureau of the Census to
prepare its statistical estimates of the numbgrea$ons and families in poverty. The poverty guigd issued by the Department of Health and
Human Services are used for administrative purpesesinstance, for determining whether a persofaaorily is financially eligible for
assistance or services under a particular Fedesgtaam. The poverty thresholds are used primaoihystatistical purposes. Since the poverty
guidelines in this notice—the 1999 guidelines—reffigrice changes through calendar year 1998, treg@proximately equal to the poverty
thresholds for calendar year 1998 which the CeBsmeau will issue in late summer or autumn 1999pf@liminary version of the 1998
thresholds is now available from the Census Bujeau.

In certain cases, as noted in the relevant autihgriegislation or program regulations, a prograsesithe poverty guidelines as only one of
several eligibility criteria, or uses a percentagdtiple of the guidelines (for example, 125 pettoaen185 percent of the guidelines.) Non-
Federal organizations which use the poverty guidsliunder their own authority in non-Federally-fedicctivities also have the option of
choosing to use a percentage multiple of the gimeglsuch as 125 percent or 185 percent.
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While many programs use the guidelines to clagsfons or families as either eligible or ineligitdome other programs use the
guidelines for the purpose of giving priority taMer-income persons or families in the provisiorass§istance or services.

In some cases, these poverty guidelines may nanbeeffective for a particular program until a riagion or notice specifically applying to
the program in question has been issued.

The poverty guidelines given above should be useddth farm and non-farm families. Similarly, teeguidelines should be used for
both aged and non-aged units. The poverty guidel@&e never had an aged/non-aged distinction;thelCensus Bureau (statistical)
poverty thresholds have separate figures for agdchan-aged one-person and two-person units.

Definitions

There is no universal administrative definition‘taimily,” “family unit,” or “household” that is vad for all programs that use the poverty
guidelines. Federal programs in some cases usenatiaiive definitions that differ somewhat fronetstatistical definitions given below;
the Federal office which administers a programthagesponsibility for making decisions about adstiative definitions. Similarly, non-
Federal organizations which use the poverty guidslin non-Federally-funded activities may use adtrative definitions that differ from
the statistical definitions given below. In eitloarse, to find out the precise definitions used pgricular program, one must consult the
office or organization administering the prograngirestion.

The following statistical definitions (derived ftire most part from language used in U.S. Bureahefensus. Current Population Reports,
Series P60-185 and earlier reports in the samesjaie made available for illustrative purposdg;an other words, these statistical
definitions are not binding for administrative pases.

(a) Family. A family is a group of two or morerpens related by birth, marriage, or adoption whe fogether; all such related persons
are considered as members of one family. For iestahan older married couple, their daughter hedhusband and two children, and the
older couple’s nephew all lived in the same housapartment, they would all be considered membkassingle family.

(b) Unrelated individual. An unrelated individusla person 15 years old or over (other than arata
of an institution) who is not living with
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any relatives. An unrelated individual may be thé/@erson living in a house or apartment, or mayiving in a house or apartment (or in
group quarters such as a rooming house) in whiehoormore persons also live who are not relateédeandividual in question by birth,
marriage, or adoption. Examples of unrelated irtligis residing with others include a lodger, adoshild, a ward, or an employee.

(c) Household. As defined by the Bureau of thegstis for statistical purposes, a household consisti the persons who occupy a
housing unit (house or apartment), whether theyeleted to each other or not. If a family and arelated individual, or two unrelated
individuals, are living in the same housing urigy would constitute two family units (see nextri)ebut only one household. Some
programs, such as the Food Stamp Program and thdrianme Home Energy Assistance Program, employiridtrative variations of the
“household” concept in determining income eligilyiliA number of other programs use administratiagations of the “family” concept in
determining income eligibility. Depending on theegise program definition used, programs using mitig concept would generally apply
the poverty guidelines separately to each famity/@nunrelated individual within a household if theusehold includes more than one family
and/or unrelated individual.

(d) Family unit. “Family unit” is not an officidl.S. Bureau of the Census term, although it has lnsed in the poverty guidelines Federal
Register notice since 1978. As used here, eithenaglated individual or a family (as defined abpsenstitutes a family unit. In other words,
a family unit of size one is an unrelated individwehile a family unit of two/three/etc. is the saras a family of two/three/etc.

Note that this notice no longer provides a defimitof “income.” This is for two reasons. First, thés no universal administrative definition
of “income” that is valid for all programs that uhe poverty guidelines. Second, in the past thassbeen confusion regarding important
differences between the statistical definitionrafdme and various administrative definitions oicbme” or “countable income.” The precise
definition of “income” for a particular programygry sensitive to the specific needs and purpoktswbprogram. To determine, for example,
whether or not taxes, collegescholarships, or gtheicular types of income should be counted asdine” in determining eligibility for a
specific
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program, one must consult the office or organizatidministering the program in question; that effic organization has the responsibility for
making decisions about the definition of “incomeked by the program (to the extent that the dedinits not already contained in legislation or
regulations.)

Persons seeking the statistical definition of inedimt is used to determine official income andaptyvstatistics may consult U.S. Bureau of
the Census, Current Population Reports, Series2B&0Poverty in the United States: 1997, Washingib@., U.S. Government Printing
Office, September 1998, pp. A-1 and A-2.

Dated: March 8, 1999.

Donna E. Shalala,
Secretary of Health and Human Services.

[FR Doc. 99-6538 Filed 3-17-99; 8:45 am]
BILLING CODE 4150-04-P

DEPARTMENT OF HEALTH AND HUMAN SERVICES

Food and Drug Administration

[Docket No. 98N-0363]

Agency Information Collection Activities; Announcement of OMB Approval; New Animal Drugs for Investigational Use
AGENCY: Food and Drug Administration, HHS.

ACTION: Notice.

SUMMARY: The Food and Drug Administration (FDA) is annoumggcihat a collection of information entitled “New imal Drugs for
Investigational Use” has been approved by the ©ffitManagement and Budget (OMB) under the Papé&W®Reduction Act of 1995.

FOR FURTHER INFORMATION CONTACT:

Denver Presley, Office of Information Resources Bgment (HFA-250), Food and Drug Administratior)®&ishers Lane, Rockville, MD
20857, 301-827-1472.

SUPPLEMENTARY INFORMATION: In the

Federal Register of December 2, 1998 (63 FR 66%M8)agency announced that the proposed informatibection had been submitted to
OMB for review and clearance under 44 U.S.C. 320vVagency may not conduct or sponsor, and a pessoot required to respond to, a
collection of information unless it displays a @mly valid OMB control number. OMB has now apprdvbke information collection and has

assigned OMB control number 0910-0117. The apprexpires on January 31, 2002. A copy of the supppsgtatement for this information
collection is available on the Internet at “httpww.fda.gov/ ohrms/dockets”.

Dated: March 11, 1999.
William K. Hubbard,

Acting Deputy Commissioner for Polic
[FR Doc. 99-6529 Filed 3-17-99; 8:45 am]

BILLING CODE 4160-01-F
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DEPARTMENT OF HEALTH AND HUMAN SERVICES
Food and Drug Administration

[Docket No. 99F-0460]

Akzo Nobel Chemicals, Inc.; Filing of Food AdditivePetition
AGENCY: Food and Drug Administration, HHS.

ACTION: Notice.

SUMMARY: The Food and Drug Administration (FDA) is annouigcihat Akzo Nobel Chemicals, Inc., has filed atp@ti proposing that
the food additive regulations be amended to profodéhe safe use of 3,6,9-triethyl- 3,6,9-trimgth,4,7-triperoxynonane as a modifier in
the production of olefin polymers used as compahehfood-contact articles.

FOR FURTHER INFORMATION CONTACT: Vir D. Anand, Center for Food Safety and Appliedtiition (HFS-215), Food and Drug
Administration, 200 C St. SW., Washington, DC 2022@2-418-3081.

SUPPLEMENTARY INFORMATION: Under the Federal Food, Drug, and Cosmetic Act @@@(b) (5) (21 U.S.C. 348(b)(5))), notice is
given that a food additive petition (FAP 9B4646} teeen filed by Akzo Nobel Chemicals, Inc., c/olgebnd Heckman LLP, 1001 G St. NW.,
suite 500 West, Washington, DC 20001. The petitimposes to amend the food additive regulatiorgsii7.152M®lefin polymerg21 CFR
177.1520) and in § 177.26@bber articles intended for repeated (&% CFR 177.2600) to provide for the safe use 6fBfriethyl- 3,6,9-
trimethyl-1.4,7-triperoxynonane as a modifier ie ffroduction of olefin polymers used as componehtsod-contact articles.

The agency has determined under 21 CFR 25.32(i}ifmaction is of a type that does not individypalr cumulatively have a significant
effect on the human environment. Therefore, neilmeenvironmental assessment nor an environmengedt statement is required.
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Attachment D
UT Standard Warranty
UT warrants that all of its Product shall: (i) bed from defects in design, material and workmamd{i) be in compliance with all applicable
law and regulation, including without limitation aégulatory requirements of the FDA, including ¢eaelated to the adulteration or
misbranding of Product within the meaning of Set&®1 and 502 of the Food Drug and Cosmetics Aigtnot be articles which may not be
introduced into interstate commerce pursuant taeélj@irements of Sections 505, 514, 515, 516 ortbefeof; and (iv) be manufactured in
accordance with current FDA Good Manufacturing RBecacas required by 21 C.F.R. 210 and 820.
MiniMed Standard Warranty

Attached
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Attachment E
Policies and Procedures relating to the MiniMed Prduct

A. Return of ProductsNo Products may be returned to UT by DISTRIBUT®I#hout the prior written authorization of UT;
any such return may result in a commercially reabtnfee being charged to DISTRIBUTGRiccount, the amount of such restocking fee
agreed to by DISTRIBUTOR.

B. DISTRIBUTORs Status DISTRIBUTOR shall buy the Products from UT (ick amounts as DISTRIBUTOR shall in its
sole discretion determine) and distribute andtkeln in its own name, for its own account andsabin risk. These Policies and Procedures
do not and shall not be construed to create tla¢ioakhip of agent, employee, partnership, joimtuee or association between the parties, but
is an agreement between independent contractdSTRIBUTOR expressly acknowledges and agrees tlignot an agent or representativi
UT and may not at any time hold itself out as stacany third party or act in the name of or on eb@UT or bind UT or create any
obligations between UT and third parties without$Jgrior written consent.

C. DISTRIBUTORs Obligations The obligations of DISTRIBUTOR include the follimg undertakings:
0] Inventory DISTRIBUTOR agrees to maintain at all times dgrthe term of this Agreement an inventory of the

Products in good and saleable condition at a IswEicient to satisfy patient requirements for gig0) days and subject to
MiniMed’s timely acceptance and fulfilment of DIRIBUTOR'’ s orders as placed by UT.

(i) Inspection DISTRIBUTOR shall allow representatives of UTdaliniMed access to DISTRIBUTOR's business
premises at any time upon reasonable advance rastateuring normal business hours for the purpésanaong other things,
monitoring compliance with these Policies and Pdoces.

(iii) Device Tracking DISTRIBUTOR shall provide UT and MiniMed withveritten inventory and delivery report
monthly within five (5) business days of each Mimit¥ls fiscal month end in a form acceptable to MiatM Such report shall
be delivered to UT and MiniMed either by electromiail or on a computer disk compatible with MiniM&hformation
systems. Such report shall include (i) the quistivf the MiniMed Products delivered by DISTRIBUR@o patients during
such period and (ii) any documents or other infdromarelating to the delivery of the MiniMed Prodsi¢o patients which UT
or MiniMed may reasonably require, including, witiidimitation, a schedule of infusion pumps delagiby reference to
patient name and address or patient number, purigd sember, prescribing physician name, and pibsgy physician zip
code and a schedule of Disposable Supplies detiierpatients by reference to patient name andeaddsr patient number.
All such obligations are conditioned on and subjecny applicable legal requirements includinghaitt limitation those
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relating to patient confidentiality and data setyuriA breach of this covenant shall constituteatarial breach of these
Policies and Procedures.

(iv) Labels DISTRIBUTOR shall not change or remove the lalafixed to the Products, nor shall DISTRIBUTOR
add anything to the exterior of the Products okpging without the prior written authorization offland MiniMed.

(v) Direct Delivery DISTRIBUTOR shall purchase the Products fromaddsily and shall deliver such the Products only
to end users or clinics or hospitals in connectidth Uniprost therapy and not to other agentsyitiistors, sub-distributors,
dealers or the like without the prior written contsef UT.

(vi) Insurance DISTRIBUTOR shall maintain in full force and eéft policies of insurance with reputable carriars i
such amounts and insuring against such risks agasenably customary for the business of DISTRIBBET
Notwithstanding the foregoing, in no event shalBDRIBUTOR fail to maintain liability insurance inmainimum amount of
$2,000,000 per occurrence or property insurane®iamount sufficient to cover the value of the Boisl

D. Compliance with Laws and RegulatidRetords and Reporting

0] DISTRIBUTOR agrees that no Produeits be willfully or knowingly or negligently disibuted by DISTRIBUTOR
or its agents in violation of applicable laws ogutations, including, without limitation laws anelgulations governing the
distribution of medical devices.

(i) DISTRIBUTOR shall maintain comples@d accurate records, in tangible form or electrdiaitabase, of all sales
and deliveries of Products to end users. The tepost enable UT and MiniMed to identify the enémgf the MiniMed
Products distributed within four (4) working daysdanust contain the following information: (a) fafusion pumps: model
number; serial number; the date of shipment by Méed to DISTRIBUTOR; the name, address, telephomelrar and social
security number (if available) or other unique iiiging code of the user (patient) receiving MiniM@roducts, the date the
user received the MiniMed Products, and the nanadjng address, and telephone number of the ptaagrphysician;

(b) for infusion sets: model number, lot numbee, tlame and address or patient number of the uagerfp, and the name,
mailing address and telephone number of the ptaagrphysician; and (c) for UT Products, the naadgress, telephone
number and social security number (if availablepthier unique identifying code of the user (pajieateiving UT Products,
the date the user received the UT Products, andahee, mailing address, and telephone number giréseribing physician.
DISTRIBUTOR shall be solely responsible for complyiwith privacy and data protection laws and retijortes. All such
obligations are conditioned on and subject to gplieable legal requirements including without fiaiion those relating to
patient confidentiality and data security
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(i) DISTRIBUTOR shall provide UT and MiMed with the following information if any Producése returned to UT,
MiniMed or DISTRIBUTOR: model number; serial numptre date the Products were initially shipped Bydd MiniMed to
DISTRIBUTOR,; and the means (carrier) used to rethenProducts. DISTRIBUTOR will provide UT and Ntfed with the
following information if any Products are permangmlisposed of: model number; serial number; thte dlae Products were
initially shipped by UT or MiniMed to DISTRIBUTORhe date the Products were permanently disposexhdfthe
mechanism of permanent disposition of the ProdubiSTRIBUTOR shall provide the same informatiorthie FDA within
ten (10) days of a request therefor.

(iv) DISTRIBUTOR shall make all of its reals relating solely to the Products availabldsapiemises for audit by
representatives of UT or MiniMed at any time durim@ymal business hours with reasonable advanceenttiensure
compliance with the terms of these Policies anat&ttares, and shall, upon UT’s or MiniMed’s requsstid a copy of such
records (or any portion thereof) to UT or MiniMeat feview. DISTRIBUTOR further agrees to maintaihadditional
records reasonably required by UT or MiniMed ineartb ensure traceability of the Products soldedivdred hereunder by
DISTRIBUTOR. DISTRIBUTOR further agrees to assumgponsibility and guarantee performance of albrééipg and
record keeping required by the FDA and any otheliegble governing body and regulator, but onlyhte extent
DISTRIBUTOR is notified by UT in writing in advanad such requirements. DISTRIBUTOR agrees to éelte UT and
MiniMed all records and customer lists in its passen relating to the Products within 30 days fellgy the expiration or
termination of the Agreement by either party, mtag only those documents required for complianith applicable
regulations, and providing UT and MiniMed copiesaifsuch retained documents. All such obligatiaresconditioned on
and subject to any applicable legal requiremertisiding without limitation those relating to patieonfidentiality and data
security

(v) DISTRIBUTOR will inform UT, MiniMed ad the FDA if DISTRIBUTOR becomes aware of any fsfigant
event.” A “significant event” includes any repfndm a health care professional, user of any oftalucts or other
competent person that reasonably suggests ang &friducts caused or contributed to a death oryingu, in the case of the
MiniMed Products, has malfunctioned in such a wat & reoccurrence of the malfunction or failuralgdoe likely to cause
or contribute to death or injury. Without limitirilge generality of the foregoing, DISTRIBUTOR shalport to UT, MiniMed
and the FDA any event, occasion or circumstaneehich DISTRIBUTOR becomes aware there has beenatidetion in
the characteristics or performance of any of theiMed Products, or any inaccuracies in any writteaterial provided with
or to users of any of the MiniMed Products whicintended to accompany such MiniMed Products, whidght lead to
death of a patient who uses such MiniMed Productaight lead to the significant deterioration otbipatient’s state of
health. DISTRIBUTOR agrees to cooperate fully wifh, MiniMed,
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and, at UT’s or MiniMed'’s request, participate imyanvestigation undertaken by UT or MiniMed in o@ttion with any such
event. Such report shall be made and deliverédiitand MiniMed within five (5) working days afterlSTRIBUTOR
becomes aware of such significant event and té&Bw within ten (10) business days thereof.

E. Delivery Time UT and MiniMed shall use reasonable effortsaébwvér the Products pursuant to requests contdamed’s
purchase orders. Notwithstanding the foregoingadd MiniMed shall not be responsible for delaydétivery, and such delivery delays shall
not give rise to a claim for damages.

F. No Supply ObligationUT and MiniMed shall not be obligated to filldars for Products (i) for which production has esl
or for which it no longer has the right to manutaetor sell, or (ii) for which delivery has becomm@easonably onerous as a result of any
change in legal requirements or regulations. énetvent that: (i) UT or MiniMed does not fulfill BTRIBUTOR’s purchase orders for the
reasons set forth in this Section F; and (ii) Ud &iniMed are unable to manufacture, sell, market distribute other infusion pumps which
are equally suitable for Uniprost therapy as irdagpumps manufactured by as of the effective datieeoAgreement, then DISTRIBUTOR’s
obligations to exclusively use MiniMed Productsk{gat to the provisions of the Distribution Agreamhbetween DISTRIBUTOR and UT)
shall cease until such time that MiniMed is ablefier DISTRIBUTOR infusion pumps which are as ahle for Uniprost therapy as infusion
pumps manufactured by MiniMed as of the effectiggedf this Agreement.

G. MiniMed Industrial and Intellectualdperty. DISTRIBUTOR acknowledges that MiniMed has granie UT a non-
exclusive, royaltyfree right to use the trademarks affixed by MiniMedhe MiniMed Products and packaging. Such gsaatl terminate upc
the expiration or termination of U3 agreement with MiniMed. DISTRIBUTOR acknowledgest UT has represented to DISTRIBUTOR ¢
MiniMed and/or its affiliates possess all necessagit, title and interest in and to all patentackaging, designs, trademarks, trade names and
logos used on or in connection with the MiniMeddRrats. DISTRIBUTOR shall only use such tradematriegie names and logos in
compliance with standards and policies which MiniMeay from time to time determine and MiniMed slell’e the right of prior approval of
any such trademarks, trade names and logos ortleetsing materials and brochures utilized by DREBUTOR. DISTRIBUTOR agrees tr
during the term of the Agreement and after its tjgn or termination it will not knowingly use cggister, directly or indirectly, any patents,
packaging, designs, trademarks or trade names wéghinfringe or be confusingly similar with thogsened by MiniMed and/or its affiliates,
and shall use trademarks and trade names of Minipliesliant to the license granted hereunder on riiagkiéerature of DISTRIBUTOR.

H. MiniMed Documents Except as otherwise expressly provided for @séhPolicies and Procedures, MiniMed may furnish
UT or DISTRIBUTOR with commercial, technical andhet documents and materials relating to the Predagit deems appropriate, for wh
MiniMed may charge a fee to UT or DISTRIBUTOR. 8uwbcuments and materials are and shall remaisdieeproperty of MiniMed.
Following the expiration or termination of the Agreent, upon UT’s request, DISTRIBUTOR shall rettarty T or MiniMed all such
documents and materials furnished to it by UT oniMied. In the event that DISTRIBUTOR
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prepares documents or materials relating to thigetgl of the Products to patients and clinics whafer Uniprost™ therapy, such documents
and materials, and any copyrights relating thergall be the sole property of UT or MiniMed, excepthe extent that such materials may
reflect the name, trade mark or other proprietaopprty of DISTRIBUTOR. DISTRIBUTOR shall submdrfreview and approval such
documents and materials and provide UT and MiniMét sufficient prior notice to evaluate such do@ants and materials.
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AMENDMENT TO DISTRIBUTION AGREEMENT

This Amendment to Distribution Agreement is madefahis day of August 2002 (the “Effective Datey and between United
Therapeutics Corporation (“UT"), a Delaware corpiamra, 1110 Spring Street, Silver Spring, Marylar@®20, and Accredo Therapeutics,
Incorporated (“DISTRIBUTOR?”), a Delaware corporatjd 640 Century Center Parkway, Suite 105, Mempléanessee 38134.

A. WHEREAS, UT and Olsten Health Services (QuantuntpCentered into a Distribution Agreement on Ma26h 2000, concerning
non-exclusive U.S. distribution of the drug prodREMODULIN (formerly Uniprost);

B. WHEREAS, Olsten Health Services (Quantum) Corpnghkd its name to Gentiva Health Services (Quantaonp. and subsequen
to Accredo Therapeutics, Inc.; and

C. WHEREAS, it is desirable to revise certain obliga between the parties following FDA approval g#relcommercial launch of the
UT Product in order to reflect DISTRIBUTOR's role a provider of health care services including ptezary services that are separate
and distinct from DISTRIBUTOR'’s obligations to matkpromote and sell the UT Product and the MiniN?edduct.

NOW, THEREFORE, in consideration of mutual promiaad covenants hereinafter set forth, the receigtsalfficiency of which are
hereby acknowledged, the parties agree as follows:

In subsection 1.1(r), the word “UNIPROST” is re@dawith the word “REMODULIN";

I
The introductory paragraph in Section 4.1 is hemgpjaced in its entirety with the following:

4.1 Marketing. DISTRIBUTOR shall use its Best Efforts to fumibasupport ongoing promotion of its distributiontbé&
Products, consistent with DISTRIBUTOR’ s normalding and support for its overall distribution adi®s. In addition,
DISTRIBUTOR shall use its Best Efforts to fund asupport ongoing promotion, marketing and salesdistribution
services to physicians, pharmacies, payers, héspaiad other healthcare entities as appropriatd pablic and private
clinical, health and industrial laboratories; ped, however, DISTRIBUTOR shall submit to UT foview and approval
any marketing material relating to the UT Prodotiter than the UT marketing material provided byt0c DISTRIBUTOR
pursuant to Section 5.3, and shall
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refrain from using such material until DISTRIBUTO&ceives written approval of such materials from UBluch Best
Efforts shall include, but not be limited to:

The introductory paragraph of subsection 4.I(d)Idf&replaced in its entirety with the following:

4.1(d) Attending and promoting the availability of the Buats and distribution services at appropriatedisttbws involving
patients and/or physicians specialties that havigta propensity or likelihood to diagnose and tigatients suffering from
pulmonary hypertension. At a minimum, DISTRIBUT®ARI attend the following trade shows or nationahterences of
the following organizations in order to evaluate #ppropriateness of exhibiting at these shows:

11
Section 4.5 is hereby replaced in its entirety it following:

4.5 Product Specifications DISTRIBUTOR shall maintain the Products in acorce with all directions accompanying the
Products in order to maintain Product within FDAegved specifications. DISTRIBUTOR shall dispeRseducts as
prescribed, in accordance with all applicable prenyrequirements. The parties acknowledge thash#ll not have any
rights, obligations, responsibilities, oversightole of any kind or nature concerning DISTRIBUT@Rractice of
pharmacy in compliance with all applicable statarptacy regulations and consistent with DISTRIBUTG@Rhen current
practices.

v
Section 4.6 is hereby replaced in its entirety wlith following:

4.6 Pharmacy and Home Health Care Servic®iSTRIBUTOR may create its own patient educaianaterials concerning
the Products (“Educational Materials”) for distrilan by DISTRIBUTOR in accordance with this Agreerhand
DISTRIBUTOR's obligations as a health care provider and pharnmovided, however, that all such Educational é/iai<
(i) shall be consistent with the content of the R¥bduct package insert approved by the FDA, (i#llsfomply with the
conditions and requirements of all applicable spii@rmacy regulations mandating the provision ¢iepaeducational
materials on prescription drugs and their admiat&in, and (iii) shall not be used by DISTRIBUTQdpromote, market or
sell the Products. The parties acknowledge thashAll not have any rights, obligations, respotisis, oversight or role
of any kind or nature concerning DISTRIBUTOR’ s giee of pharmacy in compliance with
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all applicable state pharmacy regulations and stersi with DISTRIBUTOR'’ s then current practices.
Vv
Section 5.3 is hereby replaced in its entirety wlith following:

5.3 UT Promotional Materials UT will provide DISTRIBUTOR with reasonable qu#ies of promotional materials when
developed by UT, including but not limited to reyis, brochures, package inserts, peer review estahd other scientific
and medical information regarding the Productgrimational material and other marketing literatadeof the foregoing
created by UT, for use and distribution by DISTRIBDR in accordance with this Agreement. DISTRIBUTE&HRll not
revise, alter or change in any manner the foregoiatgrials and their content as provided by UT eathUT’s advance
written permission. Nothing in this provision réms UT to create any specific promotional matsrial

VI
Other than as provided in this Amendment to Distitm Agreement, the terms and provisions of thetribiution Agreement, as
amended, shall continue in full force and effestl. defined terms in this Amendment shall have #haseanings as defined in the
Distribution Agreement.

IN WITNESS WHEREOF, the Parties have caused thiedgent to be executed by their duly authorize desgmtatives.

UNITED THERAPEUTICS

CORPORATION ACCREDO THERAPEUTICS, INC.
By:  /s/ Paul A. Mahot By: /sl Thomas W. Bell, Jr. V
Paul A. Mahon, General Coun: Printed: Thomas W. Bell, Ji
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Exhibit 12.1
United Therapeutics Corporation
Ratio of Earnings to Fixed Charges
(Unaudited)
Years Ended December 31
2007 2006 2005 2004 2003
(in thousands, except ratio,
Earnings (losses) from continuing operations be
fixed charge: $ 19.85¢ $ 28,98 $ 42,89: $ 13,20¢ $ (11,52¢)
| I I | |
Fixed charge
Interest expenses, net of capitalized inte $ 2,178 $ 482 $ 29 $ $ 112
Capitalized interes 68¢ — — — —
Portion of rentals representative of interest fa 1,88t 1,172 — — —
Total fixed charge 4,74¢ 1,654 29 3 112
Ratio of earnings to fixed charg 4.1¢ 17.52 1,479.0° 4,403.0! —
| I I | |
Excess fixed charges over earnil $ — 3 — 3 — — $ 11,63¢
I ] I I .|

NOTE: The Ratio of Earnings to Fixed Charges shteldead in conjunction with the Consolidated FaiainStatements and related Notes
Management's Discussion and Analysis of Financtaddtion and Results of Operations in United Thetdjes Corporation's Annual Report
on Form 10-K for the year ended December 31, 2007.
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SUBSIDIARIES OF THE REGISTRANT
Lung Rx, Inc., a Delaware Corporation
Unither Telmed, Ltd, 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 Neurosciences, Inc., a Delaware Corporation
Unither.com, Inc., a Delaware Corporation
LungRx Limited, a United Kingdom Company
Unither Biotech Inc., a Canadian Company

Unither Virology, LLC, a Delaware Corporation

Exhibit 21
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Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeeeincthe following Registration Statements:

@)
@)
®)
4)
©)

Registration Statement (Form S-3 No. 333-11869%)rifed Therapeutics Corporation,

Registration Statement (Forn-8 No. 33:-108169) pertaining to the United Therapeutics Crafion's Equity Incentive Pla
Registration Statement (Forn-8 No. 33:-56922) pertaining to the United Therapeutics Caapon's Equity Incentive Plal
Registration Statement (Form S-8 No. 333-95419%gpeng to the United Therapeutics Corporation'siBgincentive Plan; and

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

of our reports dated February 28, 2008, with ressfzethe consolidated financial statements anddudieeof United Therapeutics Corporation,
and the effectiveness of United Therapeutics Catjpmm internal control over financial reporting imded in this Annual Report (Form 10-K)
for the year ended December 31, 2007.

/s/ Ernst & Young LLF

McLean, Virginia
February 28, 200
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULE 13a-14 (a)
OF THE SECURITIES EXCHANGE ACT OF 1934
I, Martine A. Rothblatt, certify that:
1. | have reviewed this annual report on Forr-K of United Therapeutics Corporatic
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessarn

make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15 (e) and 15¢))5and internal control over financial reportifag defined in Exchange Act
Rules 13a-15 (f) and 15d-15 (f)) for the registramtl have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repogdiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) Evaluated the effectiveness of the registrantelasire controls and procedures and presentedsimeport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tleatturred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer(s) anlblve disclosed, based on our most recent evaluatiorernal control over financii
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéin the registrant
internal control over financial reporting.

Date: February 28, 2008

IsSIMARTINE A. ROTHBLATT

By: Martine A. Rothblatt, Ph.C
Title: Chairman and Chief Executive Offic
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Exhibit 31.2
CERTIFICATION PURSUANT TO RULE 13a-14 (a)
OF THE SECURITIES EXCHANGE ACT OF 1934
I, John M. Ferrari, certify that:
1. | have reviewed this annual report on Forr-K of United Therapeutics Corporatic
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessarn

make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant's other certifying officer(s) anahh responsible for establishing and maintainingldgire controls and procedures
defined in Exchange Act Rules 13a-15 (e) and 15¢))5and internal control over financial reportifag defined in Exchange Act
Rules 13a-15 (f) and 15d-15 (f)) for the registramtl have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repogdiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) Evaluated the effectiveness of the registrantelasire controls and procedures and presentedsimeport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tleatturred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer(s) anlblve disclosed, based on our most recent evaluatiorernal control over financii
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéin the registrant
internal control over financial reporting.

Date: February 28, 2008

/s/ JOHN M. FERRARI

By: John M. Ferrar
Title: Chief Financial Officer and Treasur:
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of t8diTherapeutics Corporation (the "Company") omk&6-K for the period ended
December 31, 2007 as filed with the SecuritiesExchange Commission (the "Report"), I, Martine Atliblatt, Chief Executive Officer of t
Company, certify, to the best of my knowledge, pard to 18 U.S.C. Section 1350, as adopted purdaaection 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) The Report fully complies with the requirementsSetction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2)  The information contained in the Report fairly pmets, in all material respects, the financial cbadiand results ¢
operations of the Company.

/sl MARTINE A. ROTHBLATT

Martine A. Rothblatt
Chairman and Chief Executive Offiddnited Therapeutics Corporation
February 28, 200

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

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENREQUIRED BY SECTION 906, OR OTHER DOCUMENT
AUTHENTICATING, ACKNOWLEDGING, OR OTHERWISE ADOPTIE THE SIGNATURE THAT APPEARS IN TYPED FORM
WITHIN THE ELECTRONIC VERSION OF THIS WRITTEN STATMENT REQUIRED BY SECTION 906, HAS BEEN PROVIDED TO
UNITED THERAPEUTICS CORPORATION AND WILL BE RETAINE BY UNITED THERAPEUTICS CORPORATION AND
FURNISHED TO THE SECURITIES AND EXCHANGE COMMISSIOQR ITS STAFF UPON REQUEST.
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of t8diTherapeutics Corporation (the "Company") omk&6-K for the period ended
December 31, 2007 as filed with the SecuritiesExchange Commission (the "Report"), I, John M. &eyChief Financial Officer of the
Company, certify, to the best of my knowledge, pard to 18 U.S.C. Section 1350, as adopted purdaa@ection 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) The Report fully complies with the requirementsSetction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2)  The information contained in the Report fairly pmets, in all material respects, the financial cbadiand results ¢
operations of the Company.

/s/ JOHN M. FERRARI

John M. Ferrari

Chief Financial Officer and Treasurer
United Therapeutics Corporation
February 28, 200

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

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