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PART I
ITEM 1. BUSINESS

United Therapeutics Corporation is a bibtetogy company focused on the development and @raialization of unique products to
address the unmet medical needs of patients witmahand life-threatening conditions.

Our key therapeutic products and produntictates include:

. Prostacyclin Analogue! Prostacyclin analogues are stable synthetic fafpsostacyclin, an important molecule producec
the body that has powerful effects on blood veksalth and function. Our lead product is Remodul{tr@®prostinil) Injection
(Remodulin) to be administered subcutaneously toawenously for the treatment of pulmonary artehnigbertension (PAH). Th
United States Food and Drug Administration (FDAjially approved Remodulin in 2002 for subcutanefusder the skin)
administration. Subsequently, the FDA broadenedpfsroval of Remodulin for intravenous (in the yeise and for the
treatment of patients who require transition frolwld&h® (epoprostenol), the first FDA-approved peastclin therapy for PAH.
In addition to the United States, Remodulin is appd in 36 other countries, most of which have appd both routes of
administration. In July 2009, the FDA approved T3o@ (treprostinil) Inhalation Solution (Tyvaso), ialed prostacyclin
therapy for the treatment of PAH. We commenced cengial sales of Tyvaso in the third quarter of 20@9December 2011,
we submitted a new drug application (NDA) to theA-or treprostinil diethanolamine sustained reletzdsets (oral treprostini
for the treatment of PAH. Our subsidiary, Lung LLi€separately developing modified release beragbesaprost-MR),
another type of oral prostacyclin analogue, fortteatment of PAH.

. Phosphodiesterase Type 5 (PDE-5) InhibitdPDES5 inhibitors act to inhibit the degradation of dg@juanosine monophosph
(cGMP) in cells. cGMP is activated by nitric oxifi¢O) to effect relaxation of vascular smooth mus€ar PDE-5 inhibitor
product is Adcirca® (tadalafil) tablets (Adcirca)pnce-daily oral therapy for the treatment of PA¥& acquired certain
exclusive commercialization rights to Adcirca frdt Lilly and Company (Lilly) in 2008. In May 200%he FDA approved
Adcirca for the treatment of PAH. We commenced camuial sales of Adcirca in the third quarter of 200

. Monoclonal Antibodies (MAbs MADbs act by targeting tum-associated antigens on cancer cells to activasgiany's immun
system against the cancer cells. We are develdgpmgntibody Ch14.18 MAb for the treatment of nélestoma, under an
agreement with the National Cancer Institute. Weadso developing another antibody, 8H9 MADb, fa tleatment of metasta
brain cancer, under an agreement with Memorialrslikettering Cancer Center.

. Glycobiology Antiviral Agents.Glycobiology antiviral agents are a novel claksrall, sugar-like molecules that have shown
pre<linical indications of efficacy against a broadge of viruses. In September 2011, we were awaadgihtract from the U.
National Institute of Allergy and Infectious Diseador studies directed at the development of adspectrum antiviral drug
based on our glycobiology antiviral platform.

. Cell-Based Therapy In June 2011, we entered into a license agreewigimPluristem Ltd. (Pluristem) to develop a
commercialize its cell-based product known as PhtteXpanded (PLX) cells for the treatment of poirary hypertension

using Pluristem's proprietary cell technology. We eurrently conducting preclinical toxicology apldarmacology studies to
support a potential investigational new drug agtian for the treatment of PAH.

We devote most of our research and devetmpmesources to developing these key productgeottlict candidates.
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We generate revenues primarily from the s&lRemodulin, Tyvaso and Adcirca (which we reééeas our commercial products). Our s
and marketing staff supports the availability of oammercial products in the countries in whichythee approved. These efforts are
supplemented by our specialty pharmaceutical distiors in the United States and our other distatmiinternationally.

United Therapeutics was incorporated inagre in June 1996. Our principal executive offigeslocated at 1040 Spring Street, Silver
Spring, Maryland 20910. We also maintain executiffices at 55 T.W. Alexander Drive, Research Triargark, North Carolina 27709.

Unless the context requires otherwise de@smotherwise noted, all references in this AniRegort on Form 10-K to "United
", "we", "us" our" are to United Therapeutics Corporation andutssidiaries.

Therapeutics" and to the "company", "we",
Our Products

Our product portfolio includes the followgin

Mode of
Product Delivery Indication/Market Current Status Qur Territory
Remodulin Continuous Pulmonary arterial Approved in the U.S., most of Europe Worldwide
subcutaneous hypertension Argentina, Australia, Canada, Chile,
Israel, Mexico, Peru, Saudi Arabia,
South Korea, Taiwan and Venezuela
commercial sales in most of these
countries
Remodulin Continuous Pulmonary arterial Commercial in the U.S., Canada, Israel, Worldwide
intravenous hypertension Switzerland, Argentina and Saudi
Arabia; also approved in most of
Europe*, Mexico, Peru and South Ko
Tyvaso Inhaled Pulmonary arterial Commercial in the U.S.; Phase Ill in Worldwide
hypertensior Europe
Adcirca Oral Pulmonary arterial Commercial in the U.S. United States
hypertensior
Oral Treprostinil ~ Oral Pulmonary arterial NDA filed with FDA Worldwide
(UT-15C) hypertensior
Oral Treprostinil ~ Oral Pulmonary arterial Phase IlI Worldwide
(UT-15C) hypertension
Combination
Therapy
Ch14.18 MAb Intravenous Neuroblastomi Phase IlI Worldwide
Remodulin Continuous Pulmonary arterial Phase Il United States, United
intravenous via hypertension Kingdom, France,
implantable pum Germany, Italy and
Japar
Beraprost-MR Oral Pulmonary arterial Phase | North America,
hypertension Europe, Mexico, Sou
America, Egypt, Indic
South Africa and
Australia
8H9 MAb Intravenous Metastatic brain canct  Phase Worldwide
IW001 Oral Idiopathic pulmonary Phase | Worldwide

fibrosis and primary
graft dysfunctior
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Mode of Current
Product Delivery Indication/Market Status Our Territory
Glycobiology Antiviral Agents Oral Broad-spiram agents against viral  PreClinical Worldwide

infectious disease
PLX Cells Intravenous Pulmonary hypertensic Pre-Clinical Worldwide

Pulmonary Tissue ReplacementVarious End-stage lung disease PreClinical Worldwide
and Remodelin

* We have obtained approval for subcutaneous Remouiu3 member countries of the European EconoméaAEEA), as well as other non-EEA countries in
Europe, and have received pricing approval in mbgtese countries. We have obtained approvahfoavenous Remodulin in 23 EEA countries and
Switzerland, and will submit pricing applicatiomsselect countries based on market fact

Products to Treat Cardiopulmonary Diseases
Pulmonary Arterial Hypertension

PAH is a life-threatening disease that@fehe blood vessels in the lungs and is chaiaetéby increased pressure in the pulmonary
arteries, which are the blood vessels leading fiterheart to the lungs. The elevated pressuresiptimonary arteries strains the right side of
the heart as it pumps blood to the lungs. This exgly leads to right heart failure and, ultimatedgath. PAH is characterized by structural
changes in blood vessel walls, aggregation of [@etend alteration of smooth muscle cell functibis estimated that PAH affects between
100,000 and 200,000 individuals worldwide. In regerars, as awareness of PAH has grown, we havessemcrease in the number of people
diagnosed with the disease. However, due to tliy @frthe disease and the complexity of diagnosingnly a small fraction of patients with
PAH are being treated. There is scientific intenestlentifying easier, less invasive methods afgtiosing PAH. If this research is successful,
more patients could be diagnosed at an earlieesththe disease.

Currently, treatment of PAH focuses on ¢hdéstinct molecular pathways that have been irapid in the disease process: the prostacyclir
pathway, the nitric oxide (NO) pathway, and theahdlin (ET) pathway. The three classes of drugsttirget these three pathways are:

. Prostacyclin Analogue: Patients with PAH have been shown to have redleeds of prostacyclin, a naturally occurri
substance that has the effect of relaxing the pnémoblood vessels, preventing platelet aggregati@hinhibiting the
proliferation of smooth muscle cells in the pulmgneessels. Therefore, drugs that mimic the aatioprostacyclin, known as
prostacyclin analogues, are established PAH tre@sne

. PDE-5 Inhibitors. Patients with PAH have also been shown to haseaed levels of the enzyme responsible for proaubi@,
a naturally occurring substance in the body thatea relaxation of the pulmonary blood vessels prfdluces this effect by
increasing intracellular levels of an intermedinpwn as cGMP. Therefore, another established pleeitec approach has been
to inhibit the degradation of cGMP, using drugg #r@ known as PDE-5 inhibitors.

. Endothelin Receptor Antagonist$?AH patients have also been shown to have elévatels of endothelin-1, a naturally
occurring substance in the body that causes cofistriand structural changes of the pulmonary bleeskels. Therefore, anot
established therapeutic approach has been to Bieckction of endothelin with drugs that are kn@asrendothelin receptor
antagonists (ETRAS).

Because any or all of the three pathways may lrapleatic targets in a patient, these three clasfséiaigs are used alone or in combination to
treat patients with PAH. We currently market drugsvo
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of these three classes. Remodulin and Tyvaso astgmyclin analogues, and Adcirca is a PDE-5 inbibi
Remodulin

Our lead product for treating PAH is Remladiuthe active pharmaceutical ingredient of whigla prostacyclin analogue known as
treprostinil. We sell Remodulin to our specialtyapiaceutical distributors in the United States @nalur international distributors. We
recognized approximately $430.1 million, $403.6limil and $331.6 million in Remodulin revenues, esemting 58%, 68% and 92% of our
revenues, for the years ended December 31, 2010, &@d 2009, respectively. In May 2002, Remodulis @pproved by the FDA as a
continuous subcutaneous infusion for the treatroBRAH in patients with New York Heart Associati(iYHA) Class II-1V (moderate to
severe) symptoms. In November 2004, the FDA expaitdeapproval to permit continuous intravenousisiin of Remodulin for patients who
cannot tolerate subcutaneous infusion. In Marcl62€@@ FDA expanded its approval to include tramsiof patients to Remodulin from Flolan
(epoprostenol), the first FDA-approved prostacyttierapy for PAH. In January 2007, the results pfaspective, open-label study
demonstrated that stable patients with PAH caraeystransitioned from Flolan to intravenous Remlodusing a rapid switch protocol.
Remodulin is the only prostacyclin analogue appddee patients with NYHA class 1I-IV symptoms.

Outside of the United States, Remoduliagproved for treatment of PAH in 36 countries bgtoauous subcutaneous administration.
Remodulin is also approved for treatment of PAHbgitinuous intravenous administration in 31 coastoutside the U.S., including 23
countries in Europe that granted approval in Decam@B11. Applications for approval of both subcetaus and intravenous Remodulin are
under review in other countries. We continue tokatoward commercializing Remodulin in new territsj including China (application filed
in September 2011) and Japan (filing anticipateldtie 2012 or early 2013).

We believe Remodulin offers many competitdvantages over Flolan, which is delivered cowtisly through a surgically implanted
intravenous catheter connected to an external pamdgs not approved for subcutaneous use. Flolappgsoved for the treatment of patients
with certain subsets of late-stage PAH. Generimfdations of Flolan are also available. We belisubcutaneous Remodulin provides patients
with a less invasive alternative to Flolan anceiisiivalents. In contrast to Flolan, Remodulin &b at room temperature and lasts signific:
longer inside the human body. These attributesvalito potentially safer and more convenient drulivéey to patients. Unlike Flolan,
Remodulin can be delivered by subcutaneous infusittha pager-sized miniature pump. Subcutaneolirgetlg of Remodulin also eliminates
the risk of central venous catheter infection dreltospitalization required to begin intravenodssion. Remodulin's extended presence in the
body may also reduce the risk of rebound PAH, arssibly death, if treatment is abruptly interruptéte stability of Remodulin also allows it
to be packaged as an aqueous solution, so patiemst have to mix the drug, as they do with FloRemodulin can be continuously infused
for up to 48 hours before refilling the infusionmpp, unlike Flolan, which must be mixed and refilegery 24 hours. Treprostinil, the active
ingredient in Remodulin, is highly soluble in aruaqus solution, which enables us to produce Rermoatuhighly concentrated solutions. Ti
allows therapeutic concentrations of Remodulingalblivered at low flow rates via miniaturized isifion pumps for both subcutaneous and
intravenous infusion. Lastly, Remodulin does nguige the patient to keep the drug cool duringsida. This eliminates the need for cooling
packs or refrigeration to keep Remodulin stablésasquired with Flolan due to Flolan's chemicmitability at room temperature.

In April 2008, Teva Pharmaceuticals IndigstiLtd. (Teva) announced that the FDA approvedeétsion of generic epoprostenol (the
active ingredient in Flolan) for the treatment &HpP, which has all of the attributes of Flolan dissad above. In June 2008, the FDA approved
another intravenous version of epoprostenol, dpesldy GeneraMedix, Inc. (GeneraMedix), which &bk at room
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temperature but shares most of Flolan's othebat#s, including risk of central venous cathetédtion, required hospitalization at the start of
treatment, short halffe (which increases risk of rebound PAH), mixireguirements, daily pump refills and large pumgsia February 200!
GeneraMedix licensed the commercial rights foefiteprostenol therapy to Actelion Pharmaceuticadls(Bttelion), marketed as Veletri®.
Actelion also markets Tracleer®, an ETRA, and Veist®, an inhaled prostacyclin, for the treatmenPaiH.

In February 3, 2012, we received noticarmfbbreviated new drug application by SandozrBguesting FDA approval to market a
generic version of the 10 mg/mL strength of Remimddor further details, see the section belowtkeatiGovernmental Regulation—Hatch-
Waxman Act

There are noteworthy adverse events agsdoréth Remodulin. When infused subcutaneouslyn&dulin causes varying degrees of
infusion site pain and reaction (redness and swggliin most patients. Patients who cannot toleteesite pain related to use of subcutaneous
Remodulin may instead use intravenous Remodultrayenous Remodulin is delivered continuously byzternal pump through a surgically
implanted central venous catheter, similar to FlpMeletri and generic epoprostenol. When deliveénégvenously, Remodulin bears the risk
of central venous catheter infection and a serogdstream infection known as sepsis, as do FlMeatetri and generic epoprostenol.

International Regulatory Review of Subcutaneouslatrdvenous Remodulin

Remodulin is approved in 36 countries tigfoaut the world. In 31 of these countries, it ipryed for both subcutaneous and intravenous
use. In the other approved countries, Remodulapfgoved for subcutaneous use only.

We used the mutual recognition process;rileesd more fully inGovernmental Regulation—Marketing PharmaceuticaldRicts Outside
the United Statesto obtain approval of subcutaneous Remodulinastaountries in the European Economic Area (EEAE mutual
recognition process for subcutaneous Remodulinceagpleted in August 2005, with positive decisioaseived from 23 EEA member
countries. We withdrew our applications in the Rajmuof Ireland (Ireland), Spain and the United g@om (UK) following a request for
additional documentation from these countries.caérise variation for intravenous Remodulin was agmtan December 23, 2011, thus
permitting marketing of intravenous Remodulin icleaf the 23 member countries where subcutaneomo&ain had been previously
approved. In Europe, a risk management plan (REIR)utinely required as part of the regulatory appl process for new medicines and also
for significant variations involving a change t@tfoute of administration, formulation or indicatid-or intravenous Remodulin, we will
implement a RMP focused on minimizing the knowikgisf central venous catheter-related blood stried@etions associated with intravenous
administration.

Remodulin is available under the namedepatystem in the EEA member countries where Refimoidunot approved (including the UK,
Ireland and Spain). Under the named-patient systeimdistributors are permitted to import Remodutito EEA member countries based on
requests for Remodulin for use in treating spegéitients, but neither we nor our distributors @eemitted to market the product in those
countries. We are evaluating the resubmission ohpplications for Remodulin in Ireland and Spain.

Intravenous Remodulin Administered via Implantalenp

We are also working with Medtronic, Inc.élironic) on demonstrating the safety of its Syonted® |l implantable infusion pump for
intravenous Remodulin. Medtronic commenced a dinidal administering Remodulin using the Syncheahin April 2011. In certain
countries in Europe, an implantable pump distridudtg OMT GmbH & Co. KG is used to deliver intraveisdRemodulin to certain patients.
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Tyvaso

We commenced commercial sales of Tyvasbearinited States in September 2009. We sell Tyt@sioe same specialty pharmaceutical
distributors in the United States that distributari®dulin. For the years ended December 31, 20111 88d 2009, we recognized
approximately $240.4 million, $151.8 million and@2 million in Tyvaso revenues, representing 328862nd 6%, respectively, of our net
revenues.

Currently, the only other FDA-approved ildthprostacyclin analogue is Ventavis. Ventaviséketed by Actelion in the United States
and by Bayer Schering Pharma AG in Europe. Theadatigredient in Ventavis, iloprost, has a haléldf approximately 20 to 30 minutes and
can cause a decrease in systemic (baidle) blood pressure if the drug is administeretbathigh a dose. Patients need to inhale Ventxito
nine times per day via a nebulizer. According $dabel, each Ventavis inhalation consists of ZQaninutes of continuous inhalation via the
nebulizer.

In contrast to iloprost, treprostinil (thetive ingredient in Tyvaso) has a longer half-lifed greater selectivity to the lungs. Tyvaso is
administered four times a day, by inhaling up teenbreaths during each two-to-three-minute treatrsession. Tyvaso is required to be
administered using our proprietary Tyvaso Inhalafystem, which consists of an ultra-sonic nebulizat provides a dose of Tyvaso on a
breath-by-breath basis. In addition, a day's supplyvaso is packaged in a single ampule emptialthe Tyvaso Inhalation System once a
day. As a result, unlike the Ventavis nebulizerahhiequires cleaning after each use, the Tyvasaldtibn System only needs to be cleaned
once a day.

Tyvaso has been generally well tolerateduntrials, during which adverse events appeardzbtsimilar to those previously reported for
treprostinil or due to administration by inhalatidine most common adverse events were transieghcteadache, nausea, dizziness and
flushing. We completed an opdaibel study in the United States to investigatecdiiécal effects of switching patients from Venigto Tyvaso
in which improvements in patient quality of life meobserved.

FDA Approval of Tyvaso

In June 2008, we submitted an NDA to obfrA approval to market Tyvaso for the treatmenPAH in the United States. In July 2009,
the FDA approved Tyvaso for the treatment of PAlgishe Tyvaso Inhalation System. Tyvaso is indidab increase walk distance in
patients with NYHA Class Il symptoms of PAH, whigitludes multiple etiologies such as idiopathid &milial PAH, as well as PAH
associated with scleroderma and congenital hesetde.

In connection with the Tyvaso approval,aggeeed to a post-marketing requirement (PMR) an@icepost-marketing commitments
(PMCs). PMRs and PMCs are studies that sponsoducbafter FDA approval to gather additional infation about a product's safety,
efficacy, or optimal use. PMRs are required studideereas a sponsor voluntarily commits to confAMCs. We are required to provide the
FDA annual updates on our PMR and PMCs. Failusotoplete the studies or adhere to the timelinebys#tie FDA for the PMR could result
in penalties, including fines or withdrawal of Tywaafrom the market, unless we are able to demdegjmod cause for not completing the
studies or adhering to our timelines.

In accordance with our PMR, we are enrgliiatients in a longerm observational study in the U.S. that will s 1,000 patient years
follow-up in patients treated with Tyvaso, and D @@tient years of follow up in control patientsewing other PAH treatments. This study
will allow us to continue to assess the safety pfaso. We are currently required to submit theltegf the study by December 15, 2014.

Under the PMCs, we committed to modify jgaittr aspects of the Tyvaso Inhalation Systemp#s of these modifications, we agreed to
perform a usability analysis incorporating the easion and prioritization of user-related risk éalled by a human factors study. The
modifications and usability
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analysis have been completed, and in September, #8 EDA notified us that we had fulfilled the vigments of the PMCs.

In June 2010, the FDA granted orphan dregjghation for Tyvaso. Such a designation, coupligd an approval of the product for the
orphan indication, confers an exclusivity periotbtigh July 2016, during which the FDA may not aperany application to market the same
drug for the same indication, except in limiteccamstances.

International Regulatory Review of Tyvaso

In April 2004, the European Medicines AgefEMA) designated Tyvaso an orphan medicinal povdor the treatment of both PAH and
chronic thromboembolic pulmonary hypertension. EMA orphan drug designation confers a ten-yearuesicity period commencing with
marketing approval. We filed a Marketing Authoripat Application (MAA) in December 2008 for Tyvasndithe Tyvaso Inhalation System
with the EMA using the centralized filing proceSeeGovernmental Regulatidoelow for further discussion on the centralizeth§lprocess
for the European Union (EU). In February 2010, wiagrew our MAA from consideration by the EMA duethe EMA's major objection
related to findings of non-compliance with goodhidal practice (GCP) at two clinical sites. The EMiated that these findings would preclude
a recommendation for approval of Tyvaso in the Ehk EMA had no major objections at the time of @ithwal related to the safety or
efficacy of Tyvaso.

In mid-2011, we reached an agreement WghBMA on a new study design acceptable for tliregfibf an MAA in Europe. We expect the
new trial will be conducted in patients who ardeitnot on an approved background therapy (ETRRE-5 inhibitor) or have been on an
approved background therapy for up to one year.tii&iks planned primary endpoint is the medianngjgin six-minute walk distance after
24 weeks. The principal reinforcing secondary emtpaill be time to clinical worsening, generallgfihed as (1) death; (2) an unplanned
hospitalization due to PAH; (3) initiation of prasyclin for the treatment of PAH; (4) a lung tralasy; (5) an atrial septostomy procedure, a
surgical procedure in which a small hole is credtetiveen the upper two chambers of the heart;)a (crease in siminute walk distance ¢
at least fifteen percent from baseline (or todalvalk) as a result of the progression of PAHolder to statistically assess the secondary
endpoint of time to clinical worsening, the studyl wontinue to enroll until a pre-specified numhsrevents occur. We plan to begin
enroliment during the second half of 2012 and @pdte target enrollment of approximately 800 sutsjéo obtain data on approximately 256
clinical worsening events.

Adcirca

We began selling Adcirca in July 2009. Adaiis a PDE-5 inhibitor, the active pharmaceuticgtedient of which is tadalafil. Tadalafil is
also the active pharmaceutical ingredient in G&liswhich is marketed by Lilly for the treatmentexectile dysfunction. We acquired the
commercial rights to Adcirca for the treatment #fHPin the U.S. from Lilly in November 2008. We s@lticirca at prices established by Lilly,
which are at parity with Cialis pricing and typilyaet at a discount from an average wholesalegd@harmaceutical wholesalers. For the
years ended December 31, 2011, 2010 and 2009,0ognized approximately $70.6 million, $36.3 milliand $5.8 million in Adcirci
revenues, representing 9%, 6% and 2%, respectiokbyr net revenues.

Patients with PAH have been shown to hadeiced levels of the enzyme responsible for produliO, a naturally occurring substance in
the body that has the effect of relaxing vascutaoath muscle cells. Impaired blood vessel relaxaitiopenile tissue is also a cause of erectile
dysfunction. NO works to relax pulmonary blood \asdy increasing intracellular levels of an intediary known as cyclic GMP. Because
cyclic GMP is degraded by PDE-5, an established
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therapeutic approach in the treatment of PAH iss® PDE-5 inhibitors to increase levels of cGMBlood vessels and improve
cardiopulmonary function in PAH patients.

Prior to the approval of Adcirca, Revatio@hich is marketed by Pfizer Inc. (Pfizer), was timy PDE-5 inhibitor approved for the
treatment of PAH. Sildenafil, the active ingredienRevatio, is also the active ingredient in V&@®r which is marketed by Pfizer for the
treatment of erectile dysfunction. Revatio is dodede times daily. Adcirca is dosed once daily.

FDA Approval of Adcirca

In May 2009, the FDA approved Adcirca, withecommended dose of 40 mg, making it the finseedaily PDE-5 inhibitor for the
treatment of PAH. Adcirca is indicated to improweeise ability in World Health Organization GrouPAH patients, which encompasses
patients with multiple forms of PAH including etiglies such as idiopathic and familial PAH as welP&H associated with collagen vascular
disease and congenital heart disease.

Commercial Rights to Adcirca

In December 2008, we completed the trammastontemplated by several agreements we enitgiedith Lilly and one of its subsidiari
in November 2008, including a license agreememaaufacturing and supply agreement and a stockhpeecagreement. Pursuant to the
license agreement, Lilly granted us an exclusieerige for the right to develop, market, promote@rdmercialize Adcirca for the treatmen
pulmonary hypertension in the United States andtBu&ico. Pursuant to the manufacturing and supghgeement, Lilly agreed to manufacture
Adcirca and distribute it on our behalf via its idmaler network, in the same manner that it disteb its own pharmaceutical products. In
December 2008, upon closing, we made a one-timeyefoindable, non-creditable payment of $125.0iamlunder the manufacturing and
supply agreement and a one-time payment of $23l@munder the license agreement. Pursuant tetibek purchase agreement, Lilly
purchased 6.3 million shares of our common stodjuéted for our September 2009 two-for-one stodit)dpr an aggregate purchase price of
$150.0 million. We issued those shares from treaseeStrategic Licenses and Relationshiygdow for more details on these agreements.

UT-15C Sustained Release Tablets (Oral Treprosjinil
Pulmonary Arterial Hypertension

We are developing a novel salt form of tosginil for oral administration. We use technoldgensed from Supernus
Pharmaceuticals, Inc. (Supernus) to provide fotasnisd release of treprostinil in tablets. Theeabbating technology allows for treprostinil to
be released into the body through an extremelyldmodd that is lasedrilled into the coating of each tablet. This teclogy releases treprostil
at a relatively even rate in the gastrointestiradtt In 2005, a phase | study of healthy volurgeksmonstrated that 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 EMA announced that aggrostinil had been designated an orphan medipialuct for the treatment of PAH.

In December 2006, we commenced two phaseudlti-national, placebo-controlled clinical tr&abf oral treprostinil in patients with PAH
to study both safety and efficacy. The FREEDOM @l tvas a 16-week study of patients on approveddracnd therapy using a PDE-5
inhibitor, such as Revatio, or an ETRA, such a<lBex, or a combination of both. The FREEDOM-MItvieas a 12week study of patients w
are not on any background therapy.

We commenced both trials using a 1.0 mtgtabut during the open-label extension trial (@amdassociated pharmacokinetic substudy) we
discovered that treprostinil concentrations weghbr in PAH
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patients than in healthy individuals due to théedénce in overall absorption, metabolism and diameof the drug between these two
populations. Consistent with these differencesjralver of patients randomized to receive the dregatitinued the study due to tolerability-
related side effects, including nausea, jaw-patht@adaches. As a result, we introduced a 0.5 bigttim July 2007 and a 0.25 mg tablet in
April 2008 to enable more gradual dose titratiowiider to increase dosing to a tolerable level.

In November 2008, we announced that the HREM-C trial did not meet statistical significanfoe its primary endpoint. Analysis
suggested that the inability to dose titrate whshaing factor that suppressed the overall treattedfect. Of the 174 patients who received the
active drug, 25 patients discontinued due to arestvevent and 33 patients who completed theviged unable to titrate their doses above 1.0
mg twice-daily.

In June 2009, we began enrollment of o UEEROM-C 2trial, which was a 16-week study of PAH patientsaorapproved background
therapy. In this trial, patients were provided asc® a 0.25 mg tablet and doses were titrated?i g to 0.5 mg increments. In March 2011,
we completed enroliment of FREEDOM2@vith 313 patients, compared to a target enrolineé@00 patients. In August 2011, we announced
the completion of FREEDOM-&and that the trial did not achieve statistical gigance for the primary endpoint of improvemensir-minute
walk distance at week 16. Specifically, the placebrrected median change in six-minute walk distaatoweek 16 was 10 meters (p=0.089,
Hodges-Lehmann estimate and non-parametric analf/sisvariance in accordance with the trial's greesfied statistical plan).

Enrollment in FREEDONM was initially closed in October 2008, with 171tipats enrolled in the trial. In March 2009, theA-Bpprove!
a protocol amendment to add patients to the ongeRIBEDOM-M trial. These additional patients werevided access to a 0.25 mg tablet
when beginning the trial. We completed enrolimgrfREEDOM-M in January 2011 with 349 patients, wtitle population for the primary
analysis consisting of the 228 patients who ha@éssto the 0.25 mg tablet at randomization. In 2014, we announced the completion of the
FREEDOM-M trial and that the trial met its primagdpoint of improvement in six-minute walk distamteveek 12. Analysis of the
FREEDOM-M results demonstrated that patients ih $hady receiving oral treprostinil improved thgiedian six-minute walk distance by
approximately 23 meters (p=0.0125, Hodges-Lehmatimate and non-parametric analysis of covarian@etordance with the trial's pre-
specified statistical analysis plan) as compargquht@nts receiving placebo. The median change frageline at week 12 was 25 meters for
patients receiving oral treprostinil and -5 meferspatients receiving placebo. This clinical treaht effect is supported by other secondary
efficacy endpoints including the change in six-nénwalk distance observed at week 8 (Hodges-Lehreatimate of +17 meters; p = 0.0307)
and combined six-minute walk distance and Borg DgspScore rating (shortness of breath test) at W2€g=0.0497). These findings were
further supported by the highly statistically sfiggant results obtained from the overall populat{849 patients, including those who did not
have access to the 0.25 mg tablet at the begirofitige trial), which had a placebo-corrected mediaange from baseline in six-minute walk
distance of +25.5 meters at week 12 (p=0.0001, dsdghmann estimate).

The durability of the clinical response vedso assessed by evaluating exercise capacityg ditnbe that treprostinil plasma concentration
was expected to be the lowest, commonly referrexstwough, (11-13 hours after the previous evesidgse of oral treprostinil) measured
during the week 11 visit. The results from thiaugh six-minute walk test demonstrated the durahilftthe clinical response throughout the
entire dosing interval with a 13 meter (p=0.065db@s-Lehmann estimate) and 17 meter (p=0.0025, ¢tstdlghmann estimate) improvement
in six-minute walk distance for the primary anadygopulation and overall patient population, retipely.

Based on the positive results achievedimttial, we submitted an NDA on December 27, 20lie NDA also contained the results of
FREEDOM-C and FREEDOM-&studies, which did not
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demonstrate efficacy of oral treprostinil in cormdtion with other therapies. The FDA has accepted\DA for review and has indicated the
filing will be subjected to the standard 10-morekiew period commencing from the submission date.HAlve also applied to the FDA for
orphan drug designation for oral treprostinil. Weerently have no plans to apply for the approvabm@a treprostinil in Europe.

Although we believe oral treprostinil ispapvable on the basis of the FREEDWistudy, there can be no guarantee that our NDAbeg
approved, particularly in light of the FREEDOM-CaRREEDOM-C? studies. Furthermore, if our NDA is approved, tesuits of the
FREEDOM-C and FREEDOM-&studies may nonetheless limit our ability to marketl treprostinil in combination with other theiag and
reduce its commercial potential. Therefore, in fiareto provide clinical support for the efficacy oral treprostinil in combination with other
PAH therapies and to expand the labeling for aegdrostinil if it is approved, we are designing giddal studies. In particular, we are
finalizing the protocol of a new phase Il clinidaial, FREEDOM-C3. FREEDOM-C3is anticipated to be a placebo-controlled studyewly
diagnosed patients who have recently initiatedgmr@ved background therapy (an ETRA or PDE-5 inbifj with one co-primary endpoint
being the time to clinical worsening, generallyidedl as (1) death; (2) an unplanned hospitalizatismto PAH; (3) initiation of prostacyclin
for the treatment of PAH; (4) a decrease in sixuterwalk distance of at least fifteen percent flmaseline (or too ill to walk) as a result of the
progression of PAH; or (5) unsatisfactory long-tenimical response. The other planned co-primagpemt is median change in six-minute
walk distance at six months, which provides a saristlly longer exposure and potentially highereltigan patients received in the
FREEDOM-C and FREEDOM-E&trials. We plan to begin enrollment of FREEDOM:@uring the first half of 2012 and anticipate target
enroliment of approximately 800 subjects to obtiata on approximately 400 clinical worsening eveBexause we believe that patients in
both the FREEDOM-C and FREEDOMZdrials were not provided sufficient amounts of draprostinil over an adequate period of time,
FREEDOM-C3is intended to study the effects of oral treprdktiver a longer period of time than our previousdses and hopefully will
enable patients to achieve a higher dose.

There are currently no approved oral pistin therapies available to patients in the Whitates or Europe. If we are successful in
developing oral treprostinil, then patients andgitians may use prostacyclin earlier in the PAH@$s® continuum, which could increase
demand for our PAH therapies.

Scleroderma

The DISTOL-1 study, "Digital Ischemic Les®in Scleroderma Treated With Oral Treprostingtbanolamine" was a 20-week phase |l
study to assess the effect of oral treprostinikeitucing net ulcer burden compared to placebofiemts with systemic sclerosis. The study also
included secondary assessments of the frequenmynaplete healing of the main ulcer, time to healfiogmation of new ulcers, and patient i
physician functional and quality of life scoreselininary analysis of the study results indicates the use of oral treprostinil did not
significantly reduce net ulcer burden. Based osélresults, we have no further plans to developtiearostinil to reduce ulcer burden in
patients with systemic sclerosis.

Beraprost-MR

We have the exclusive right to develop arattket a modified-release formulation of berap(bstaprost-MR) in the United States,
Canada, Mexico, South America, Europe, Egypt, InBzuth Africa and Australia for the treatment afdiovascular indications, pursuant to
our license agreement with Toray Industries, Ifioréy), which is described below und&trategic Licenses and Relationships—Toray
Amended License Agreem.
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Beraprost-MR is a chemically stable, ordligavailable prostacyclin analogue. Like naturalgpacyclin and Remodulin, beraprost is
believed to dilate blood vessels, prevent platdefregation and prevent proliferation of smooth eteusells surrounding blood vessels. In
October 2007, Toray announced that beraprost-MRBived regulatory approval in Japan for use in thattnent of PAH.

In November 2011, we announced that a phasal of beraprost-MR failed to meet its prinyaaind secondary endpoints. We and Toray
continue to assess the results of the phase lll anid are in the process of designing new triats @osing regimens for beraprost-MR.

Idiopathic Pulmonary Fibrosis and Primary Graft Dyanction—Collagen Type V

In February 2010, Lung LLC entered intoevBlopment Agreement with ImmuneWorks, Inc. (Immvoeks) to develop IW001, a
purified bovine (derived from cows) Type V Collagemal solution for the treatment of Idiopathic Polmary Fibrosis (IPF), a progressive lung
disease characterized by abnormal and excessiwsitiep of fibrotic tissue in the lung, and Primdsyaft Dysfunction, a type of organ
rejection in patients receiving lung transplantntéun clinical testing of IW001 has commenced antasp | clinical trial in patients with IPF
ongoing. In connection with entering into the depehent agreement, Lung LLC was granted an opti@ttpire all of the issued and
outstanding capital stock of ImmuneWorks. In Novem®009, the FDA granted IW001 orphan drug excltsiv

Cell-Based Therapy

In June 2011, we entered into a licenseamgent with Pluristem Ltd. (Pluristem) to developl @ommercialize a cebbased product for tl
treatment of pulmonary hypertension using Plurisemnoprietary cell technology. The license agregrbecame effective in August 2011, at
which time we made a one-time, non-refundable payrag$7.0 million to Pluristem, $5.0 million of wth consisted of a license fee that was
charged to research and development expenses dinemmarter ended September 30, 2011. We arentiyroonducting preclinical toxicolog
and pharmacology studies to support a potentiastigational new drug application for the treatnari?AH.

Products to Treat Cancer
Ch14.18 Antibody

In July 2010, we entered into a Cooperafesearch and Development Agreement (CRADA) wighNlational Cancer Institute (NCI) to
collaborate on the late-stage development and aegyl agency submissions of Chimeric Monoclonalidady 14.18 (Ch14.18) for children
with high-risk neuroblastoma and patients with ofloeems of cancers. Ch14.18 is an antibody thatdmasvn potential in the treatment of
certain types of cancer by targeting GD2, a glyidlon the surface of tumor cells. Neuroblastomeligre cancer of the sympathetic nervous
system mainly affecting children. It is the mostreoon extracranial, outside the skull, solid cancethildren and the most common cancer in
infants. There are fewer than 1,000 new caseswbbstoma diagnosed each year. Ch14.18 is a doinsemposed of a combination of
mouse and human DNA, monoclonal antibody that iedwantibody-dependent cell-mediated cytotoxicitynechanism of cell-mediated
immunity whereby the immune system actively targetell that has been bound by specific antibodies.

Results from NCI's phase Il study werel@ted in September 2010. The results describednimaunotherapy with Ch14.18
significantly improved patient outcome comparedwstandard therapy in patients with high risk nelastoma. Specifically, the two-year
estimate for event-free survival was 66%+5% in@te 4.18 immunotherapy group and 48%tin the standard therapy group (p=0.01 witt
adjustment for interim analyses). The Ch14.18 imothe@rapy group was also significantly better tHandtandard therapy group in the
estimated rate of overall survival (86%+4% vs.
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75%+5% at two years, p=0.02 without adjustmenfriterim analyses). This study was coordinated leyGhildren's Oncology Group, a
national consortium of researchers supported bytbe

Under the terms of the CRADA, NCI is contilug a clinical trial in approximately 100 patientsdefine more clearly the safety and
toxicity profile of Ch14.18 immunotherapy @hildren, and we are developing the commercial rfeanturing capability for the antibody. As p
of developing our commercial manufacturing capahilive will need to demonstrate comparability of @in14.18 to the NCI-produced
Ch14.18, which typically includes a series of atiet and bioanalytical assays and human pharmaetiks. The NCI studies, including a
previously conducted phase lll clinical trial débed above and all other necessary studies sugpbyt®Cl, will be used as the basis for a
biologics license application we plan to file seekFDA approval of Ch14.18 immunotherapy for theatment of neuroblastoma. We have
received orphan drug designation for Ch14.18 froenRDA and EMA.

8H9 Antibody

Pursuant to a December 2007 agreementhétinorial Sloan-Kettering Cancer Center, we obtaicedain license rights to an
investigational monoclonal antibody, 8H9, for theatment of metastatic brain cancer. 8H9 is a mtyG& MAD that is highly reactive with a
range of human solid tumors, including human becaincers. The 8H9 antibody is in early investigatlaievelopment for metastases that
develop in the brain from the spread of cancemmfother tissues in the body. Metastatic brain cemaee ten times more common than cancers
that originate in the brain, and prognosis forgrat with metastatic brain cancers is very poothénUnited States, more than 100,000 cases of
metastatic brain cancer are diagnosed each year.

Products to Treat Infectious Diseases—Glycobiologintiviral Agents

Pursuant to our research agreement wittuttieersity of Oxford (Oxford), we have the exchussiright to commercialize a platform of
glycobiology antiviral drug candidates in variougginical and clinical stages of testing for theatment of a wide variety of viruses. Through
our research agreement with Oxford, we are alspatipg research into new glycobiology antiviraligrcandidates and technologies. We are
currently testing many of these compounds in pnégdi studies and Oxford continues to synthesize agents that we may elect to test.

On September 30, 2011, we were awardedhtmas with an aggregate value of up to $45.0 milluinder a Broad Agency Announcement
from the U.S. National Institute of Allergy and déatious Diseases for studies directed at the dpwedat of a broad spectrum antiviral drug
based on our glycobiology antiviral platform. Undee contract's base period of 42 months we waléiee $10.6 million in funding, and there
are eight milestone-based options to expand thiegirand funding under the contract, up to an agaeeof $45.0 million.

Pulmonary Tissue Replacement and Remodeling

In July 2011, we acquired 100 percent efdhtstanding stock of Revivicor, Inc. (Revivica)gompany focused on developing genetic
biotechnology platforms to provide alternative tissources for treatment of human degenerativasksthrough tissue and organ
transplantation. We acquired Revivicor to pursugyestage development of products for the treatnoérind-stage lung disease. We are also
engaged in preclinical development of regeneratiedicine technologies for pulmonary tissue remagein end-stage lung disease. The
acquisition date fair value of the consideratioidgar Revivicor consisted of $4.2 million in caahd $3.4 million in contingent consideration.
Pursuant to the terms of the acquisition, contihgensideration consists of up to $25.0 million mpbe achievement of specific developme
and regulatory milestones. For further details,dete 17—Acquisitiont® our consolidated financial statements includethis Annual Report
on Form 10-K.

14




Table of Contents
Products to Provide Telemedicine Services for Cardc Arrhythmias and Ischemic Heart Disease

Until March 2011, we provided telemedicmenitoring services to detect cardiac arrhythmiadiachemic heart disease through our
wholly-owned subsidiary Medicomp, Inc. (Medicomfy) February 2011, we entered into an agreemenpkamdof merger to sell Medicomp to
a group of private investors. As Medicomp did regresent a core component of our business, itsalalged us to devote more resources to
our principal operations. In March 2011, we clofegltransaction and received aggregate considerafi§14.9 million, consisting of shares of
our common stock held by the investors, with arregate value of $2.8 million, and a $12.1 milliemtyear promissory note issued by
Medicomp. Immediately after closing the sale, wechased a 19.9 percent ownership interest in Madicim exchange for $1.0 million in ce
and an approximately $2.0 million reduction in faee value of the promissory note.

Due to our agreement to sell Medicomp, @egnized an impairment charge of $6.2 millionyespnting the write-off of the carrying
value of Medicomp's goodwill, in fourth quarter2610. We recognized a gain of $860,000 in 2011hersale of Medicomp. In addition,
during the second quarter of 2011, we met all titer@a for reporting Medicomp as a discontinue@m@tion. As a result, we have included the
operating results of Medicomp, including the ganagnized on its disposal, within discontinued atiens on our consolidated statements of
operations for the years ended December 31, 2@HND and 2009. For further details, $éate 18—Sale of Medicomp, Ite.our consolidated
financial statements included in this Annual Report-orm 10-K.

Sales and Marketing

Our marketing strategy for our commerciraduicts is to use our sales and marketing teamesatth out to the prescriber community to:
(1) increase PAH awareness; (2) increase undeiaaofithe progressive nature of PAH; and (3) iaseawareness of our commercial
products and how they fit into the various stadedigease progression and treatment. The salemariceting team consisted of approximately
116 employees as of December 31, 2011. We haveetivour domestic sales force into two teams. Caua tgells Remodulin and Tyvaso,
while the other team sells Adcirca. The effort®of sales and marketing teams are supplementée idnited States by our specialty
pharmaceutical distributors for Remodulin and Tyva3ur U.S. distributors are experienced in alleasp of using and administering chronic
therapies, as well as patient care, the sale atdhdition of these medicines and reimbursemem fitsurance companies and other payers.
Outside of the United States, we have entereddistoibution agreements for Remodulin covering maaryitories worldwide. We are working
with our current distributors to expand Remoduéites into other countries in which they have disttion rights.

Domestic Distribution of Commercial Products
Remodulin and Tyvaso

We have entered into separate, non-ex@utistribution agreements with Accredo Health Grdaop. (Accredo), CuraScript, Inc.
(CuraScript) and CVS Caremark (Caremark), our sieygpharmaceutical distributors in the United 8sato market, promote and distribute
both Remodulin and Tyvaso. Our Remodulin distributagreements with Accredo and Caremark includenaatic term renewals for
additional one-year periods subject to notice ohteation. Our Remodulin distribution agreementwituraScript contains automatic term
renewals for additional two-year periods subjeatdtice of termination. We entered into our disitibn agreements for Tyvaso in August
2009. Our Tyvaso distribution agreements have ae-terms and renew automatically for additiona-gear periods, unless terminated
earlier. We update our distribution agreements ftione to time to reflect changes in the regulatmyironment. Such changes have not had a
significant impact on our operations or our relasibips with our distributors, and tend to occuthia ordinary
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course of business. For specific services requdstecs, we compensate our distributors on a feesdovice basis as set forth in our distribut
agreements. If any of our distribution agreemenrgsre or terminate, we may, under certain circumsts, be required to repurchase any ur
Remodulin or Tyvaso inventory held by our distriimst None of our current agreements grants ourlalisbrs the distribution rights for oral
treprostinil in the United States.

Our specialty pharmaceutical distributaes sponsible for assisting patients with obtajmgimbursement for the cost of Remodulin and
Tyvaso and providing other support services. Umderdistribution agreements, we sell Remodulin @peaso to our distributors at a transfer
price that we establish. We have also establisheatiant assistance program in the United Statkihaprovides eligible uninsured or under-
insured patients with Remodulin and Tyvaso at rergé for a certain period of time.

In March and April of 2010, we increased ghrice on all concentrations of Remodulin solddo U.S.-based and international distributors
by 9.6 percent and 13.3 percent, respectivelydtit®n, we increased the price of Tyvaso by 4.&eet in November 2010 to offset the
increasing cost of manufacture and distribution: Remodulin and Tyvaso distribution agreements atoatiow our distributors to preorder
inventory prior to a price increase. The impacthefse price increases was a $25.9 million increaear revenues, of which $25.6 million
related to sales of Remodulin, for the year endedeinber 31, 2010.

Adcirca

We sell Adcirca to pharmaceutical wholesabd a discount from an average wholesale priceledour manufacturing and supply
agreement with Lilly (se8trategic Licenses and Relationshiyjgdow for more details), Lilly has agreed to mawtifiee Adcirca and distribute
via its wholesaler network, which includes our sakg pharmaceutical distributors, in the same naairthat it distributes its own
pharmaceutical products. Under the terms of this@gent, we take title to Adcirca upon completibitomanufacture by Lilly. Adcirca is
shipped to customers in accordance with purchader®received by Lilly. When customers take dejivarAdcirca, Lilly sends an invoice al
collects the amount due from the customer subgectistomary discounts and rebates, if any. AlthdLitiy provides these services on our
behalf, we maintain the risk of loss as it pertamsventory and non-payment of invoices. The nfacturing and supply agreement will
continue in effect until expiration or terminatiohthe license agreement. Lilly retains authorityer the license agreement for all regulatory
activities with respect to Adcirca, as well as ilgiacing, which is expected to be at price paritigh Cialis. Lilly has generally increased the
price of Adcirca twice a year.

International Distribution of Remodulin

We currently sell subcutaneous and intrausrRemodulin outside the United States to fiv&ribistors, each of which has exclusive
distribution rights in one or more countries witliinrope, Israel and the Middle East, Asia and SanthCentral America. We also distribute
Remodulin in Canada through a specialty pharmacautiholesaler. In some of the European marketgewve are not licensed to market
Remodulin, we sell (but do not market) Remodulidemthe named-patient system in which therapiesppeoved for individual patients by a
national medical review board on a case-by-casis.BA& are working on expanding our sales of sureaus and intravenous Remodulin into
new territories outside of the United States thtoagr existing distributors and by creating relasiips with new distributors. In March 2007
and June 2010, we entered into distribution agre¢sneith Mochida Pharmaceutical Co., Ltd. (Mochidall Lee's Pharmaceutical (HK)
Limited (Lee's Pharma) to obtain approval and esigkly distribute subcutaneous and intravenous Rieimoin Japan and China, respectively.
Lee's Pharma submitted an application for approfaitravenous and subcutaneous Remodulin in Chitgeptember 2011. Mochida is
conducting an open-label phase 11l study to supaorew drug application for subcutaneous and irtiaus Remodulin in
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Japan, which we anticipate will be filed duringel&012 or early 2013. In addition, Grupo Ferreeinacional, S.A. (Grupo Ferrer) has been
actively working toward commencing commercial sa@ésubcutaneous Remodulin in Taiwan and receatip¢hed subcutaneous and
intravenous Remodulin in South Korea. In some adesitsuch as Japan, in order to commercialize Refimowe are required to conduct new
clinical trials, called bridging studies, to demtrate the efficacy and safety of Remodulin in the@al patient population prior to approval.
Therefore it could take several years before weccemmence commercial sales in new countries.

Strategic Licenses and Relationships
Lilly Agreements Related to Adcirca

In December 2008, we completed the trammatontemplated by several agreements we enitgieeth November 2008 with Lilly,
including a license agreement, a manufacturingsapgbly agreement, and a stock purchase agreement.

License Agreement

Under the terms of the license agreemehiciwnis more fully described below Patents and Proprietary Rights—Lilly Licendeilly
granted us an exclusive license for the right teettgp, market, promote and commercialize Adcirgalfe treatment of pulmonary
hypertension in the United States and Puerto Riitly.retains authority for all regulatory activigé with respect to Adcirca, as well as retalil
pricing, which is expected to be at price parityhaCialis. If in the future Lilly seeks to granghits to a third party to develop or commercialize
Adcirca for the treatment of pulmonary hypertensioany other country (excluding Japan), the lieeagreement provides that we will have a
right of first negotiation to acquire those rights.

The license agreement will continue in effentil the later of: (1) expiration, lapse, caltaton, abandonment or invalidation of the last
claim to expire within a Lilly patent covering tkiemmercialization of Adcirca for the treatment ofrponary hypertension in the United States
and Puerto Rico; or (2) expiration of any governtreamferred exclusivity rights to use Adcirca fbettreatment of pulmonary hypertension in
the United States and Puerto Rico. We have thé tigterminate the license agreement upon six ngowtiitten notice to Lilly. Either party
may terminate the license agreement upon a mategatch by the other party of it or the manufaciand supply agreement, described
below.

Manufacturing and Supply Agreement

Under the terms of the manufacturing amgp§uagreement, Lilly agreed to manufacture Adcand distribute it on our behalf via its
pharmaceutical wholesaler network, in the same matimat it distributes its own pharmaceutical prdduUnder the terms of this agreement,
we take title to Adcirca upon its manufacture bipliAdcirca is shipped to customers, generallympieceutical wholesalers, in accordance
with customers' purchase orders received by Lilil}y invoices and collects amounts due from thetomer subject to customary discounts
rebates, if any, and remits the collections toAdhough Lilly is providing these services on owhialf, we maintain the risk of loss as it
pertains to inventory and nonpayment of sales oesi The manufacturing and supply agreement wiltioae in effect until expiration or
termination of the license agreement.

As consideration for Lilly's agreement tamfacture and supply Adcirca, we made a non-refledpayment to Lilly of $125.0 million in
December 2008, which was expensed. We also agngaar¢hase Adcirca at a fixed manufacturing cose dagreement provides a mechanism,
generally related to the increase in the nationat of pharmaceutical manufacturing, pursuant teckvhilly may raise the manufacturing cost
of Adcirca.
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Stock Purchase Agreement

Under the terms of the stock purchase ageeé in December 2008, we issued 6.3 million shafe@ur common stock to Lilly from
treasury for an aggregate purchase price of $150li@n, representing approximately 13.6% of thertkcurrent outstanding shares of our
common stock. In September 2010, Lilly filed witietSEC a Form 4 (Statement of Changes in Benefinalership) disclosing that it had
entered into forward contracts to sell up to arregate of approximately 3.1 million shares of ommenon stock held. According to the
Schedule 13G/A filed by Lilly on February 16, 2014ly currently beneficially owns approximatelyZmillion shares of our common stock.

Toray Amended License Agreement

In June 2000, we licensed from Toray theliesive right to develop and market beraprost-Séhemically stable oral prostacyclin
analogue in a sustained release formulation, ®tribatment of cardiovascular indications. In M&2607, Lung LLC entered into an amended
agreement with Toray to assume and amend the rgla®bligations of our June 2000 agreement coimgethe commercialization of
beraprost-MR, a modified release formulation ofdpeost. The amended agreement granted us addiggolaisive rights to commercialize
beraprost-MR in Europe and broadened the indicatiorascular disease (excluding renal disease)ngrother revisions. In September 2010,
we entered into a supplement to our license agretameler which we agreed on the timing of two @& thilestone payments under our exis
agreement. In July 2011, we amended and replaceexiating March 2007 license agreement regardergrost-MR. The terms of the July
2011 license agreement did not materially chang fihe previous license agreement and license mgretesupplements except for a reduc
in royalty rates. Our exclusive rights to develepaprost-MR extend to North America, Europe, MexiBouth America, Egypt, India, South
Africa and Australia.

Significant Agreement Terms

In March 2007, we issued 400,000 sharerioEommon stock to Toray in exchange for the clbatten of Toray's existing right under the
June 2000 agreement to receive an option granirthpse 1,000,000 shares of our common stock. Traayhe right to request that we
repurchase the 400,000 shares of our common sfmurk 80 days prior written notice at the price of 05 per share (share based number
prices are adjusted for our September 2009 twaifarstock split), which was the average closingepaf our common stock between
January 11, 2007, and February 23, 2007. In acnogdwith the provisions of the Financial AccountBigndards Board Accounting Standards
Codification (FASB ASC) 81%)erivatives Hedging and Accounting Series Release No. Z&&sentation in Financial Statements of
Redeemable Preferred Stog, these shares of our common stock are reflectetezzanine equity as common stock subject to répse
valued at the repurchase price. If Toray requéstswe repurchase these shares, then we will sifylamn amount equal to the repurchase price
as a liability until the repurchase is completed.

The original agreement specified that wé&engertain milestone payments to Toray during #aetbpment period and upon U.S. or EU
regulatory approval. In 2010, we agreed on timifithe last two developmental milestone paymentthénamounts of $4.0 million and
$5.0 million. In the fourth quarter of 2010, allrebtions relating to these milestone payments watisfied; accordingly, during the quarter we
paid Toray $4.0 million and recognized a $5.0 midliiability and associated expense relating tosteond milestone payment, which was paid
to Toray in July 2011. These milestone paymentewapensed as research and development when idainee beraprost-MR has not
demonstrated commercial feasibility.
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In 2011, we agreed to a reduction in thalty rates based on sales of beraprost-MR. Inaxgé for the reduction in royalty rates, we
agreed to pay Toray $50.0 million in equal, norurefable payments over the five-year period endir@il5. Since these payments are non-
refundable and have no contingencies attacheceto,ttve recognized a liability of $46.3 million, whirepresented the present value of the
related payments discounted by our estimated cucest of debt. With the establishment of the lihiwe recognized a corresponding charge
to research and development expenses during thtegeaded September 30, 2011. Toray has the taglkerminate the license agreement in
the event of a change of control of our companyeure@rtain circumstances.

NEBU-TEC Agreement of Sale and Transfer

In December 2008, we entered into an agea¢mith NEBU-TEC International Med Products EikerK GmbH (NEBU-TEC), to
purchase its line of business relating to the mactufe of the Tyvaso Inhalation System for €5.0iamlplus future milestone payments of up
to €10.0 million (of which we have already paid@#illion). The transaction closed in September®éfler we received FDA approval for
Tyvaso. Under the terms of our agreement, we maakhgspects of the manufacturing process for 3o Inhalation System and NEBU-
TEC supplies the labor to assemble the devices.INEBC also granted us an option to acquire its gexieration inhalation device, the SIM-
Neb.

In December 2011, we closed on an agreemiémtNEBU-TEC to purchase all rights to its SIM4Ndevice, which is currently under
development. Under the terms of the agreement, Wasgume all funding responsibilities for the dipment and production of the SIM-Neb
and NEBU-TEC will receive milestone payments forA-Bnd EMA approvals and additional milestone payméased on the number of
commercial patients using the SIM-Neb.

Pluristem License Agreement

In June 2011, we entered into a licenseegent with Pluristem Ltd. (Pluristem) for exclesivorldwide rights to develop and
commercialize a cell-based product for the treatro&€pulmonary hypertension using Pluristem's pietpry PLX cell technology. The license
agreement became effective in August 2011, at wiirice we made a one-time, non-refundable payme#7 df million to Pluristem,
$5.0 million of which consisted of a license featttvas charged to research and development expduseg the quarter ended September 30,
2011. The agreement provides for additional milestpayments to Pluristem at various stages, asasebyalties on commercial sales.

ImmuneWorks Development Agreement

In February 2010, Lung LLC entered into@Blopment Agreement with ImmuneWorks, Inc. to deydW001, a purified bovine
(derived from cows) Type V Collagen oral solutiam the treatment of Idiopathic Pulmonary Fibro$i®H), a progressive lung disease
characterized by abnormal and excessive depodifiibrotic tissue in the lung, and Primary Grafgddunction, a type of organ rejection in
patients receiving lung transplant. Human cliniesting of IW001 has commenced and a phase | alitvi@l in patients with IPF is ongoing.
connection with entering into the development agreat, Lung LLC was granted an option to acquirefthe issued and outstanding capital
stock of ImmuneWorks. In November 2009, the FDAnged IW0O01 orphan drug exclusivity.

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.
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Glaxo Assignment

In January 1997, GlaxoSmithKline PLC (foripe&slaxo Wellcome, Inc.) (Glaxo) assigned to ugights to the use of the stable
prostacyclin analogue now known as treprosting, @letive ingredient in Remodulin, Tyvaso and oal teeprostinil tablet. The patent covering
the use of treprostinil for PAH expires in the aitStates in October 2014 (as extended—Ps¢ent Term Extensiorelow) and on various
dates from May 2011 to June 2014 in three othenttms. Under the agreement, Glaxo is entitlecetive royalties on sales exceeding a
specified threshold for a minimum period of tennge@r until expiration of the licensed patentd)dwing the date of the first commercial sale
of any product containing treprostinil. Glaxo retaan exclusive option and right of first refusahegotiate an agreement with us if we decide
to license any commercialization rights with reggedreprostinil-based products anywhere in theldvo

Pfizer License

In December 1996, Pharmacia & Upjohn Comaow Pfizer) exclusively licensed to us certaatgmts, a patent application and know-
how for the composition and production of trepnoistWe filed our own patent application for a neynthesis and production method for
treprostinil in October 1997 in the United Stategrope and various other countries. We believedhamethod of synthesis is a substantial
improvement over the Pharmacia method and we émg osir unique synthesis method rather than tlem$ied Pharmacia method for the
production of treprostinil. In the second quarteR@12, our obligation to pay royalties under tiiense agreement expires. However, this will
not result in any immediate impact on our aggregayalty rate for Remodulin because the royaltgefffprovisions under the Glaxo assignr
agreement (which does not expire until the Glaxemaexpires) will cause a corresponding increasair royalty rate to Glaxo. Our 1997
synthesis application resulted in the grant ofétpatents in the United States, all of which exir®ctober 2017, as well as one patent in
Europe and one patent in Japan, both expiring tolige 2018. The application remains pending in rotieentries. We continue to conduct
research into new methods to synthesize treprbatici have two registered patents in the UniteteStthat expire in 2021, as well as additi
United States and foreign pending patent applinatielating to such methods.

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 Remodatid Tyvaso. U.S. Patent Number 5,153,222, entiMethod of Treating Pulmonary
Hypertension with Benzidine Prostaglandins", waginally scheduled to expire on October 6, 2009vilt now expire on October 6, 2014. T
five-year Hatch-Waxman Act extension is the maximextension allowed under 35 U.S.C. 8156. Additigretents covering other products to
which we have rights may also be eligible for extens of up to five years based upon patent testoration procedures under the Hatch-
Waxman Act in the United States. Similar procedendst in Europe and other countries for obtairpagent extensions on new products that
are approved after a regulatory review period.t8eesection beloksovernmental Regulation—Hatch-Waxman facfurther details.

Lilly License

In November 2008, we entered into a liceagre@ement with Lilly pursuant to which Lilly grat us the exclusive right to develop, mal
promote and commercialize Adcirca for the treatneémtulmonary hypertension in the United StatesRudrto Rico.

In exchange for the license, we paid Lalpon-refundable fee of $25.0 million in Decemb@d& which was expensed since Adcirca had
not yet received regulatory approval for commersaés. We
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also agreed to pay Lilly royalties equal to 5 pata# our net sales of Adcirca as a pass throudhillyfs third-party royalty obligations, for so
long as Lilly is required to make such payments.

Lilly retained the exclusive rights to déag manufacture and commercialize pharmaceuticadycts containing tadalafil, the active
pharmaceutical ingredient in Adcirca, for the treant of pulmonary hypertension outside of the WhBgates and Puerto Rico and for the
treatment of other diseases worldwide. Lilly regairauthority for all regulatory activities with pet to Adcirca, including retail pricing, whi
is expected to be at price parity with Cialis.

If, in the future, Lilly seeks to grant hitg to a third party to develop or commercializeciéeh for the treatment of pulmonary hyperten:
in any other country (excluding Japan), the licemgeement provides that we will have a right idftfnegotiation to acquire those rights.

The license agreement will continue in efffentil the later of: (1) expiration, lapse, caltaton, abandonment or invalidation of the last
claim to expire within a Lilly patent covering tkemmercialization of Adcirca for the treatment ofrponary hypertension in the United States
and Puerto Rico; or (2) expiration of any governtreamferred exclusivity rights to use Adcirca foettreatment of pulmonary hypertension in
the United States and Puerto Rico.

We have the right to terminate the licemgeeement upon six months written notice to Lillijty has the right to terminate in the event of
a change of control of our company. Either party teeminate upon a material breach by the othetlypdrthe license agreement or the
manufacturing and supply agreement, described above

Supernus Pharmaceutical License

In June 2006, we entered into an exclubbemse agreement with Supernus to use certaits é¢éhnologies in our sustained release oral
treprostinil tablet. Under the agreement, we waly [supernus certain amounts upon the achievemeptesified milestones based on the
development of oral treprostinil and its commer&ainch, including a $2.0 million milestone paymapbn commercial launch for the first
product using their technology. In addition, theesgnent provides that we will pay a royalty to Sups based on net worldwide sales of the
initial product. Any such royalty will be paid fapproximately twelve years commencing with thet fim®duct sale and is subject to
adjustments as specified in the agreement. Additiorilestone payments and royalty payments mayulegfar the development and
commercialization of other products developed usiiregtechnology granted under this license.

National Cancer Institute

In July 2010, we entered into a CRADA wiE| to collaborate on the late-stage developmedtragulatory agency submissions of
Chimeric Monoclonal Antibody 14.18 (Ch14.18) foiildnen with high-risk neuroblastoma and patientthvather cancers. Neuroblastoma is a
rare cancer of the sympathetic nervous system gnaffécting children. Under the terms of the CRADMCI is conducting conduct a clinical
trial in approximately 100 patients to define mokearly the safety and toxicity profile of Ch14.il8munotherapy in children and we are
developing the commercial production capability tfee antibody. As part of developing our commerpiaduction capability, we will need to
demonstrate comparability of our Ch14.18 to the {gf@iduced Ch14.18, which typically includes a seagéanalytical and bioanalytical assays
and human pharmacokinetics. The NCI studies, iretuthe previously-conducted phase Il study ahathler studies supported by NCI will
be used in support of a biologics license applicetie plan to file seeking FDA approval of Chldim8nunotherapy for the treatment of
neuroblastoma.

21




Table of Contents
Memorial Sloan Kettering License

Pursuant to a December 2007 agreementhétinorial Sloan-Kettering Cancer Center, we obtaicedain license rights to an
investigational monoclonal antibody, 8H9, for theatment of metastatic brain cancer. 8H9 is a migGé& MAD that is highly reactive with a
range of human solid tumors, including human becaincers. The 8H9 antibody is in early investigatlaievelopment for metastases that
develop in the brain from the spread of cancemnfother tissues in the body. Metastatic brain cemaee ten times more common than cancers
that originate in the brain, and prognosis forgmatt with metastatic brain cancers is very poothénUnited States, more than 100,000 cases of
metastatic brain cancer are diagnosed each year.

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 technologiad products, as well as new product developniedearch and development expenses for
the years ended December 31, 2011, 2010 and 2@08d@pproximately $180.0 million, $165.3 milliand $120.4 million, respectively. See
Item +—Management's Discussion and Analysis of Finar@gldition and Results of Operations—Major Researuth Development Projects
for additional information regarding expendituretated to major research and development projects.

Production and Supply

We synthesize treprostinil, the active edjent in Remodulin and Tyvaso, and treprostiretitanolamine, the active ingredient for oral
treprostinil, at our facility in Silver Spring, Mgand. In June 2009 and November 2009, we recdf@dl and European regulatory approval,
respectively, to synthesize treprostinil at ouv&ilSpring facility. In March 2011 and August 20k received FDA approval to produce
Tyvaso and Remodulin, respectively, at our Silveriig) facility. European regulatory approval to ¢gmoe Remodulin at our Silver Spring
facility is pending.

Baxter Pharmaceutical Solutions, LLC (Baxtarrently produces Remodulin for commercial feseus. In April 2009, we amended our
agreement with Baxter to extend its term through30n addition, we agreed that Remodulin will meduced using a different set of
equipment and in larger quantities than the culyeagproved process at Baxter. Since Baxter widldpice Remodulin on different equipment
and in a larger batch than the current processreveequired to have the new equipment and pragge®ved by the FDA. We are currently
conducting the validation testing for the new equémt and process. If the validation testing is easful, we anticipate filing for regulatory
approval of the new equipment and process duridg 2Baxter continues to produce Remodulin for umeting to the currently-approved
process. In 2011, the FDA and European regulatottycgities approved Jubilant Hollister-Stier Contrilanufacturing and Services as an
additional Remodulin producer, in the larger qu#gidescribed above.

We rely on Catalent Pharma Solutions, (@atalent) to do the following: (1) conduct statyitudies on Remodulin, (2) serve as an
additional producer of Tyvaso and oral treprostialilets and (3) analyze other products we devélgpare also manufacturing oral trepros
tablets, which are being used in our clinical gjah our facility in Research Triangle Park, No&arolina (RTP Facility). Approval is pending
for the manufacture of a commercial supply of argprostinil tablets at our RTP facility as partioé NDA we submitted to the FDA in
December 2011.

We intend to use our own facilities to prod our primary supply of Remodulin, Tyvaso and tregrostinil tablets, and we will continue
to contract with third parties to supplement owdarction capacity. Also, although we maintain a-year inventory of Remodulin and Tyvaso
based on expected demand, we believe that havimbphrties approved to produce these productsmitibate some of our risks, including 1
risk that we might not be able to produce suffitigmantities to meet patient
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demand. Under our manufacturing and supply agreewignLilly, Lilly manufactures and distributes Attca through its wholesaler network
in the same manner that it distributes its own piaexeutical products. Under the terms of this agesgymwe take title to Adcirca upon
completion of its manufacture by Lilly. Adcircashipped to customers, generally pharmaceutical @dadérs, in accordance with purchase
orders received by Lilly. Although Lilly providebése services on our behalf, we maintain the fiséss as it pertains to inventory and non-
payment of invoices.

We manufacture the nebulizer used in owasy Inhalation System. While we manage the matwiag process, NEBU-TEC supplies
all the labor to manufacture the nebulizers. Inémwelber 2010, Minnetronix, Inc. (Minnetronix) was apged by the FDA as a second
manufacturer of the Tyvaso Inhalation System.

Although we believe that other third pasteuld provide similar products, services and nelte there are few companies that could
replace our existing producers and suppliers. Aghan supplier or manufacturer could cause a dalélye manufacture, distribution and
research efforts associated with our respectivduyms or result in increased costs. See ldsn 1A—Risk Factoisicluded in this Annual
Report on Form 10-K.

Competition

Many drug companies engage in researctdandlopment to commercialize products to treatiosedscular and infectious diseases and
cancer. For the treatment of PAH, we compete widimyrapproved products in the United States andetteof the world, including the
following:

. Flolan. The first product approved by the FDA for tregtlPAH, Flolan (epoprostenol) is a prostacyclin ikatelivered by
intravenous infusion. Glaxo began marketing Flatathe United States in 1996. In 2006, Myogen, (Myogen) acquired the
marketing rights from Glaxo for Flolan in the Urdt8tates. In November 2006, Myogen was acquire@ilyad Sciences, Inc.
(Gilead). In 2009, Gilead returned the rights tol&h to Glaxo. The generic exclusivity period féol&n expired in April 2007;

. Generic epoprostenol and Vele! In April 2008, Teva announced that the FDA appubits version of generic epoprostenol
the treatment of PAH. This is the first approvedeyi version of Flolan. In June 2008, GeneraMéwaiex (GeneraMedix)
received FDA approval for its version of epoprostewhich is stable at room temperature. In Fehyr2®09, Actelion
announced that it had entered into an agreemeht®@anheraMedix to acquire its epoprostenol produerketed as Veletri, and
began commercial sales in the second half of 2010;

. Ventavis and llomedin®.Approved in December 2004 in the United Statesiar&eptember 2003 in Europe, Ventavis (ilopt
is an inhaled prostacyclin analogue. Ventavis w#glly marketed by CoTherix, Inc. (CoTherix) inet United States and is
marketed by Bayer Schering Pharma AG (Bayer) iropeiras lloprost. In January 2007, CoTherix was iaediy Actelion, the
manufacturer and distributor of Tracleer and distior of Veletri. lloprost is also marketed by Bajrecertain countries outside
the United States in an intravenous form knowrn@saédin;

. Tracleer. The first oral drug to be approved for PAH, Tesl (bosentan) is also the first drug in its claggch consists @
drugs known as ETRAs. Tracleer was approved in Déee 2001 in the United States and in May 2002.uroge. Tracleer is
marketed worldwide by Actelion;

. Revatio. Approved in June 2005 in the United States, Re\{atldenafil) is also an oral therapy and is nedekl by Pfizer
Revatio contains sildenafil, the same active ingnetdas Viagra, and is the first PDE-5 inhibitot approved for PAH; and
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. Letairis®. Approved in June 2007 in the United States, kistéambrisentan) is an oral therapy marketed Bgd@ifor the
treatment of PAH. Like Tracleer, Letairis is an EAX.Rn April 2008, Glaxo received marketing authatipn from the EMA for
Letairis in Europe, where it is known as Volibris®.

There are also a variety of investigatidpAH therapies in the later stages of developniedltiding the following:

. Macitentan, an oral ETRA being developed by Actelion, is eutly undergoing a phase Ill tric

. Riociguat, an oral agent targeting a similar vasodilatorthpay as PD-5 inhibitors, is currently undergoing a phase il
sponsored by Bayer;

. Selexipag, an oral prostacyclin receptor antagonist beingetigped jointly by Actelion and Nippon Shinyaku Clotd. in Japan
and by Actelion outside Japan, is currently underga phase IlI trial; and

. Gleevec® (imatinib) a small molecule kinase inhibitor in oral talf@im approved for treating various cancers, is gaitudied
in PAH. Novartis Pharmaceuticals Corporation cortgalea phase llI trial for PAH in September 2011 had announced it
expects to file for approval in the U.S. and EUindgthe first quarter of 2012.

Oral therapies (Adcirca, Revatio, Traclaed Letairis) are commonly prescribed as first-timatments for the least severely ill patients
(NYHA Class Il patients). As patients progresshait disease severity (NYHA Class Il and 1V), ildththerapies (Tyvaso and Ventavis) or
infusion therapies (Remodulin and Flolan) are comiwadded. The use of the available oral therapiesTyvaso, either alone or in
combination, could delay the need for infusion #ipgrfor many patients. As a result, the successhadr therapies in preventing disease
progression affects our commercial products. Fumnioee, the commercialization of generic forms dfestapproved PAH therapies and the
development of new PAH therapies may exert downwaedsure on the pricing of our products. For feriiscussion on this risk, see
ltem 1/—Risk Factors—We may not compete successfullyestiéilished and newly developed drugs or prodoctd)e companies that
develop and market them.

We could also face competition from genpharmaceutical companies in the future. In Felyr@aR012, we received notice of an
abbreviated new drug application by Sandoz Incuesting FDA approval to market a generic versiothef10 mg/mL strength of Remodulin.
For further details, see the section below enti@edernmental Regulation—Hatch-Waxman Actddition, certain Revatio patents are
expected to expire in 2012, which could lead toittbeduction of one or more generic PDE-5 inhikstéor the treatment of PAH.

We compete with the developers, manufacsuaed distributors of all of these products fastomers, funding, access to licenses,
personnel, third-party collaborators, product depgient and commercialization. Almost all of thesmpanies have substantially greater
financial, marketing, sales, distribution and teéchhresources, and more experience in researcll@slopment, product development and
marketing, clinical trials and regulatory mattelgn we have.

Governmental Regulation
Pharmaceutical Product Approval Process

The research, development, testing, matwfacpromotion, marketing, distribution, samplistprage, approval, labeling, record keeping,
post-approval monitoring and reporting, and im@ortl export of pharmaceutical products (drugs diobioal products, hereinafter collectively
drugs) are extensively regulated by governmentaheigs in the United States and in other countfiaBure to comply with applicable U.S.
requirements, pursuant to the Federal Food, Dmug Gosmetic Act (FDC Act), the Public Health Seevict, and other federal statutes and
regulations, may subject a
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company to a variety of administrative or judicgahctions, such as FDA refusal to approve pendibgdNor biologics license applications
(BLAs), warning letters, product recalls, produeizsires, total or partial suspension of productiodistribution, injunctions, fines, civil
penalties, and criminal prosecution.

Satisfaction of FDA pre-market approvaluiegments typically takes many years, and the &titna required may vary substantially
based upon the type, complexity and novelty ofptueluct or disease. Drugs are subject to rigoregalation by the FDA in the United States,
the EMA in the EU and similar regulatory authostie other countries. The steps ordinarily requlsetbre a new drug may be marketed in the
United States, which are similar to steps requiinedost other countries, include:

. preclinical laboratory tests, preclinical studiesanimals, formulation studies and the submissiainé FDA of an investigation
new drug application (IND) for a new drug, which shbecome effective before clinical testing may ownce;

. clinical studies in healthy voluntee
. clinical studies in patients to explore safetyjoaffy and dose-response characteristics;
. adequate and well-controlled clinical trials toaddish the safety and efficacy of the drug for eimclcation;

. the submission of an NDA or BLA to the FDA; a

. FDA review and approval of the NDA or BLA prior &amy commercial sale or shipment of the di

Preclinical tests include laboratory evéihraof product chemistry and formulation, as veslanimal studies to explore toxicity and for
proof-of-concept. The conduct of the preclinicattsemust comply with federal regulations and rezpaignts including good laboratory
practices. In the United States, the results oflprieal testing are submitted to the FDA as p&dmIND, along with other information
including information about product chemistry, mfamturing and controls and a proposed clinical pratocol. Long-term preclinical tests,
such as animal tests of reproductive toxicity aatinogenicity, may continue after the IND is sutted. A 30-day review period after the
filing of each IND is generally required prior foet commencement of clinical testing in humans. AbE®A objection within 30 days after
submission, the IND becomes effective. If the FD&#% not indicated that it needs more time to rexleMND or that it has substantial
guestions within this 30-day period, the cliniaé&ltproposed in the IND may begin. At any timeidgrthis 30-day period or at any time
thereafter, the FDA may halt proposed or ongoiigiaal trials until it authorizes trials under sifem terms. The IND process may be
extremely costly and may substantially delay dewedent of our products. Moreover, positive resuftpreclinical tests will not necessarily
indicate positive results in clinical trials.

Clinical trials involve the administratiof the investigational new drug or biologic to hbglvolunteers or patients under the supervision
of a qualified investigator. Clinical trials must bonducted: (i) in compliance with federal regolas; (ii) in compliance with good clinical
practices (GCP), an international standard meaptdtect the rights and health of patients andefine the roles of clinical trial sponsors,
administrators, and monitors; and (iii) under poois detailing the objectives of the trial, thegraeters to be used in monitoring safety and the
effectiveness criteria to be evaluated. Each podtimwolving testing on U.S. patients and subsegpestocol amendments must be submitted
to the FDA as part of the IND.

The FDA may order the temporary or permad&tontinuation of a clinical trial at any timeimpose other sanctions if it believes that
the clinical trial is not being conducted in acamde with FDA requirements or presents an unacbkptisk to the clinical trial patients. The
study protocol and
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informed consent information for patients in cliaitrials must also be submitted to an institutloesiew board (IRB) for approval. An IRB
may also require the clinical trial at a site tohadted temporarily or permanently for failure tnaply with the IRB's requirements, or may
impose other conditions.

Clinical trials in support of an NDA or 4 B are typically conducted in three sequential @sabut the phases may overlap. During
phase I, the initial introduction of the drug irtealthy human subjects or patients, the drug tede® assess metabolism, pharmacokinetics,
pharmacological actions, side effects associatéld wereasing doses, and, if possible, early evideon effectiveness. Phase Il usually invo
studies in a limited patient population to: asshesefficacy of the drug in specific, targeted gadions; assess tolerance and optimal dosage;
and identify possible adverse effects and safstsrilf a compound is found to be potentially effecand to have an acceptable safety profile
in phase Il evaluations, then phase Il trialspalalled pivotal studies, major studies or advaratimical trials, are undertaken to obtain
additional information about clinical efficacy aadfety in a larger number of patients, typicallgabgraphically diverse clinical study sites, to
permit the FDA to evaluate the overall benefit-niskationship of the drug and to provide adequatfiermation for the labeling of the drug.

After successful completion of the requicdidical testing, an NDA or a BLA is typically safitted to the FDA in the United States, and
an MAA is typically submitted to the EMA in the EBDA approval of the NDA or BLA is required befararketing of the product may begin
in the U.S. The NDA or BLA must include the resufsall preclinical, clinical and other testing aad¢ompilation of data relating to the
product's pharmacology, chemistry, manufacture,camdrols. The cost of preparing and submittindN&A or BLA is substantial. Under
federal law, the submission of most NDAs and BL&additionally subject to a substantial applicafes, currently exceeding $1.5 million,
and the manufacturer and/or sponsor of an approgeddrug application are also subject to annualygeband establishment fees, currently
exceeding $86,000 per product and $497,000 peblesttenent. These fees are typically increased dhyndtowever, the application fees may
be waived for orphan drugs if certain requirememésmet.

The FDA has 60 days from its receipt oNdDA or a BLA to determine whether the applicatioil we accepted for filing based on the
agency's threshold determination that it is su#fitly complete to permit substantive review. Oreedubmission is accepted for filing, the
FDA begins an in-depth review. The FDA has agreeckttain performance goals in the review of newgdipplications. Most such
applications for non-priority drug products areiesved within ten months, while most applicationsaority review drugs are reviewed in six
months. We expect the FDA to amend each of theaks go extend them by two months for applicatieteived after September 2012. Pric
review can be applied to drugs that the FDA deteesioffer major advances in treatment, or provitteatment where no adequate therapy
exists. For biologics, priority review is furthémited to drugs intended to treat a serious ortlifieeatening disease. The review process may be
extended by the FDA for three additional monthsdosider certain late-submitted information, indghgdinformation intended to clarify
information already provided in the submission. HD¥A may also refer applications for novel pharmaioal products or pharmaceutical
products that present difficult questions of safatefficacy to an advisory committee, typicallpanel that includes clinicians and other
experts, for review, evaluation and a recommenda®to whether the application should be approvked.FDA is not bound by the
recommendation of an advisory committee, but itegalty follows such recommendations. Before apprgudan NDA or a BLA, the FDA will
typically inspect one or more clinical sites tolasscompliance with GCP. Additionally, the FDA wiiispect the facility or the facilities at
which the drug is manufactured. The FDA will nopegve the product unless compliance with curremtdgmanufacturing practices is
satisfactory and the NDA or BLA contains data thratvide substantial evidence that the pharmacduticauct is safe and effective for the
indication studied.
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In the United States, after the FDA evadgdhe NDA and the manufacturing facilities, theARDay issue either an approval letter or a
complete response letter. A complete response lgteerally outlines the deficiencies in the sulminis and may require substantial additional
testing or information in order for the FDA to resider the application. If and when those condgibave been addressed to the FDA's
satisfaction in a resubmission of the NDA or BLAg tFDA will issue an approval letter. The FDA hasitted to reviewing such
resubmissions in two or six months depending ortythe of information included.

An approval letter authorizes commerciatketing of the drug with specific prescribing infioation for specific indications. As a
condition of NDA approval, the FDA may require skrevaluation and mitigation strategy (REMS) tgphehsure that the benefits of the drug
outweigh the potential risks. A REMS can includedination guides, communication plans for healthgaicgessionals, and elements to assure
safe use (ETASU). ETASU can include, but are moitéd to, special training, certification, presanip or dispensing, dispensing only under
certain circumstances, special monitoring, andueeof patient registries. The requirement for #8Ean materially affect the potential
market and profitability of the drug. To continuanketing our products after approval, applicabtgutations require us to maintain a positive
risk-benefit profile, maintain regulatory applicais through periodic reports to regulatory authesijtfulfill pharmacovigilance requirements,
maintain manufacturing facilities according to #@A's current Good Manufacturing Practices requésts, and successfully complete
regulatory agency inspections, among other requresa Our manufacturing facilities are subjectdntmual review and periodic inspections.
Once granted, product approvals may be withdrawprifipliance with regulatory standards is not méametz or problems are identified
following initial marketing.

Orphan Drugs

Under the Orphan Drug Act, an applicant iajuest the FDA to designate a product as an aorplhug" in the United States if the drug is
intended to treat an orphan, or rare, diseaseratition. A disease or condition is considered omifidt affects fewer than 200,000 people in
the United States. Orphan drug designation mustdpeested before submitting an NDA. After the FDrArgs orphan drug designation, the
generic identity of the drug and its potential apluse are disclosed publicly by the FDA. Orphargdtesignation does not convey any
advantage in, or shorten the duration of, the re#guy review and approval process. The first NDAlmant to receive orphan drug designation
and FDA approval for a particular active ingrediemtreat a particular disease with FDA orphan diagignation is entitled to a seven-year
exclusive marketing period in the U.S. for thatdaret, for that indication. During the seven-yeaiqgue, the FDA may not approve any other
applications to market the same drug for the sais®ade, except in limited circumstances, suchsi®waing of clinical superiority to the
product with orphan drug exclusivity. Orphan drxglasivity does not prevent the FDA from approvingifferent drug for the same diseas:
condition, or the same drug for a different diseaseondition. Among the other benefits of orphangddesignation are tax credits for certain
research and a waiver of the NDA application user f

The FDA granted orphan drug designatiorttieractive ingredient treprostinil for the treatrhef PAH as a continuous infusion. Howe»
this designation does not preclude us from seefipgan drug designation for other formulationsautes of administration, such as oral or
inhaled, of treprostinil to treat PAH, or for tregtinil used to treat other orphan diseases. |erdat the FDA to grant orphan drug designation
for other formulations or routes of administratwfrtreprostinil to treat PAH, we must demonstréiat tsuch new formulation or route of
administration is clinically superior to the formatibn or route of administration previously grantgghan drug designation. The FDA has
granted orphan drug designation for Tyvaso, anthawe applied for orphan drug designation for aegbrostinil.
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Pediatric Information

Under the Pediatric Research Equity AQ@d7 (PREA), NDAs, BLAs and supplements to NDAs Bhds must contain data to assess
the safety and effectiveness of the drug for theved indication(s) in all relevant pediatric supplations and to support dosing and
administration for each such pediatric subpoputetay which the drug is safe and effective. The FiDAy grant deferrals for submission of
data or full or partial waivers. Unless otherwisquired by regulation, the PREA does not applytpdrug for an indication for which orphan
drug designation has been granted. The Best Phautie&ls For Children Act (BPCA) provides NDA hatd& six-month extension of any
exclusivity, patent or non-patent, for a drug iftaé conditions are met. Conditions for exclusivitclude the FDA's determination that
information relating to the use of a new drug ie gediatric population may produce health bengfithat population, the FDA making a
written request for pediatric studies, and the i@ppt agreeing to perform, and reporting on, tlipiested studies within the statutory
timeframe. Applications under the BPCA are treategriority applications, with all of the benefitat designation confers.

Hatch-Waxman Act

The Hatch-Waxman Act (also known as thegdPdce Competition and Patent Term Restoratior) wels enacted in 1984 to encourage
research and development of new drugs and compebttween brand and generic pharmaceutical compadnicreated a faster approval
process for generic drugs, called the abbreviagsddrug application (ANDA), while it provided pratéon to brand pharmaceuticals by
extending their patent protection to compensat@&dent time lost during the FDA review and apptg@racess and periods of market
exclusivity to encourage continuing research onef@ample, new uses, strengths or dosage formexfsting drugs. In seeking approval of a
drug through an NDA, applicants are required tasitibo the FDA each patent that covers the appltisgmoduct or FDA approved method of
using this product. Upon approval of a drug, eddhe patents listed in the application is thenlishied in the FDA's Approved Drug Products
with Therapeutic Equivalence Evaluations, commdmlgwn as the Orange Book. Drugs listed in the OgaBgok can, in turn, be cited by
potential competitors in support of approval ofADA. Generally, an ANDA provides for marketing afdrug product that has the same
active ingredients in the same strength(s), rotisgministration, and dosage form as the listedy@nd has been shown through
bioequivalence testing to be therapeutically edaivato the listed drug. ANDA applicants are najuied to conduct or submit results of pre-
clinical or clinical tests to prove the safety ffieetiveness of their drug product, other thanréguirement for bioequivalence testing. Drugs
approved in this way are commonly referred to anggic equivalents” to the listed drug, and caarolie substituted by pharmacists under
prescriptions written for the original listed drug.

The ANDA applicant is required to certifythe FDA concerning any patents listed for therapgd product in the FDA's Orange Book.
Specifically, the applicant must certify that: tfie required patent information has not been fi{@gdthe listed patent has expired; (iii) the &idt
patent has not expired, but will expire on a patéic date and approval is sought after patent etipin; or (iv) the listed patent is invalid or will
not be infringed by the new product. A certificatithat the new product will not infringe the alrgagbproved product's listed patents or that
such patents are invalid is called a Paragraphetification. If the applicant does not challenfe tisted patents, the ANDA application will
not be approved until all the listed patents clagnihe referenced product have expired. Alterntjer a patent covering an approved met
of use, an ANDA applicant may submit a statemenhéFDA that the company is not seeking appromattfe covered use.

If the ANDA applicant has submitted a Paagpp |V certification to the FDA, the applicant matso send notice of the Paragraph IV
certification to the NDA and patent holders onoe ANDA has been accepted for filing by the FDA. TH2A and patent holders may then
initiate a patent infringement lawsuit in respotwséhe notice of the Paragraph 1V certificationeTHing of a patent
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infringement lawsuit within 45 days of the recegpta Paragraph 1V certification automatically pretsthe FDA from approving the ANDA
until the earlier of 30 months, expiration of treggnt, settlement of the lawsuit or a decisiorhminfringement case that is favorable to the
ANDA applicant.

The ANDA application also will not be appeal until any non-patent exclusivity, such as esitfity for obtaining approval of a new
chemical entity, listed in the Orange Book for teterenced product has expired. Federal law prevédeeriod of five years following approval
of a drug containing no previously approved acthaety, during which ANDAs for generic versionstbbse drugs cannot be submitted unless
the submission contains a Paragraph IV challengeisied patent, in which case the submission beagnade four years following the original
product approval. Following approval of a listedglthat contains previously approved active ingret$i but is approved in a new dosage fi
route of administration or combination, or for awneondition of use that was required to be suppldoienew clinical trials conducted by or for
the sponsor, federal law provides for an exclugip#riod of three years, during which the FDA cargrant effective approval of an ANDA f
such new condition of use, dosage form or strettgthmeets certain statutory requirements. Both@five-year and three-year exclusivity
periods, as well as any unexpired patents listadérOrange Book for the listed drug, can be exddru; six months if the FDA grants the
NDA sponsor a period of pediatric exclusivity basedstudies submitted by the sponsor in responaeatdtten reques

The Hatch-Waxman Act provides that patenins may be extended to compensate for some qftieat life that is lost during the FDA
regulatory review period for a product. This exiengeriod would generally be one-half the timenwmn the effective date of an IND and the
submission date of an NDA, plus all of the timeviestn the submission date of an NDA and its appreuddject to a maximum extension of
five years. Similar patent term extensions arelalbs under European laws. Following FDA approva,filed a patent term extension
application with the United States Patent and Teatt& Office for our patent covering the methodrefting PAH using Remodulin. The
application was approved in February 2005 withrtfeximum patent term extension of five years, aedodtent will expire on October 6, 20

On February 3, 2012, we received a PardgidiCertification Notice Letter from Sandoz In&ghdoz) advising us that Sandoz has
submitted an ANDA to the FDA requesting approvainarket a generic version of the 10 mg/mL stremdtRemodulin. In the Notice Letter,
Sandoz states that it intends to market a genergion of Remodulin before the expiration of U.8tddt No. 5,153,222, which expires in
October 2014; U.S. Patent No. 6,765,117, whichresgh October 2017; and U.S. Patent No. 7,999 ,@8ih expires in March 2029.
Sandoz's Notice Letter states that the ANDA costaifParagraph IV Certification alleging that thpatents are not valid, not enforceable
and/or will not be infringed by the commercial méaaiure, use or sale of the proposed product demttiih Sandoz's ANDA submission.

We intend to vigorously enforce our intetleal property rights relating to Remodulin, indhglthe three patents noted above which are
listed in the FDA's Approved Drug Products Liste(fBrange Book). We are currently reviewing the diotietter, which was directed to all
three Orange Book-listed patents. We have 45 days feceipt of the Notice Letter to commence amatdringement lawsuit against Sandoz.
Such a lawsuit would automatically preclude the Fibgdn approving Sandoz's ANDA for up to 30 monthsiotil the issuance of a district
court decision that is adverse to us, whicheveurfirst.

Section 505(b)(2) New Drug Applications

Most drug products (other than biologicaldqucts) obtain FDA marketing approval pursuardiidNDA or an ANDA. A third alternative
is a special type of NDA, commonly referred to as a
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Section 505(b)(2) NDA, which enables the applidantely, in part, on the FDA's finding of safetydagfficacy data for an existing product, or
published literature, in support of its application

Section 505(b)(2) NDAs often provide areaifite path to FDA approval for new or improvedrfalations or new uses of previously
approved products. Section 505(b)(2) permits tegfiof an NDA where at least some of the informatiequired for approval comes from
studies not conducted by or for the applicant amdvhich the applicant has not obtained a righteéérence. The applicant may rely upon
certain preclinical or clinical studies conducteddn approved product. The FDA may also requiragamies to perform additional studies or
measurements to support the change from the aphpreeluct. The FDA may then approve the new prodaotidate for all or some of the
labeled indications for which the referenced pradas been approved, as well as for any new iridicéor which the Section 505(b)(2) NDA
applicant has submitted data.

To the extent that the Section 505(b)(2)ligant is relying on prior FDA findings of safeynd efficacy, the applicant is required to certify
to the FDA concerning any patents listed for theraped product in the Orange Book to the same extieh an ANDA applicant would. Thus,
approval of a Section 505(b)(2) NDA can be delayetd all the listed patents claiming the refereshpeoduct have expired, until any non-
patent exclusivity, such as exclusivity for obtagiapproval of a new chemical entity, listed in @range Book for the referenced product has
expired, and, in the case of a Paragraph IV ceatiftn and subsequent patent infringement suitl, tinet earlier of 30 months, settlement of the
lawsuit or a decision in the infringement case thdi&vorable to the Section 505(b)(2) NDA applican

Other Regulatory Requirements

Once an NDA or a BLA is approved, a prodwittbe subject to certain post-approval requiretseFor instance, the FDA closely
regulates the post-approval marketing and promaifatrugs, including standards and regulationgfogct-to-consumer advertising, off-label
promotion, industry-sponsored scientific and edoca activities and promotional activities invatg the internet.

Pharmaceutical products may be marketeylfonithe approved indications and in accordandé ttie provisions of the approved label
Changes to some of the conditions established approved application, including changes in indaret, labeling, or manufacturing proces
or facilities, require submission and FDA approviaa new or supplemental NDA/BLA before the change be implemented. An NDA/BLA
supplement for a new indication typically requicdigical data similar to that in the original apgaltion, and the FDA uses the same procedures
and actions in reviewing supplements as it does\viewing NDAs or BLAs.

Adverse event reporting and submissionesfgalic reports continue to be required followirngA-approval of an NDA or a BLA. The
FDA also may require post-marketing testing, kn@srphase 1V testing, risk minimization action plaasd surveillance to monitor the effects
of an approved product or place conditions on gm@ml that could restrict the distribution or wdehe product. In addition, quality control as
well as drug manufacture, packaging, and labelmoggdures must continue to conform to current gonadufacturing practices (cGMPSs) after
approval. Manufacturers and certain of their subemtors are required to register their establightseith the FDA and certain state agencies,
and are subject to periodic unannounced inspechgrise FDA during which the agency inspects mactuféing facilities to assess compliance
with cGMPs. Accordingly, manufacturers must congiia expend time, money and effort in the aregg@duction and quality control to
maintain compliance with cGMPs. Regulatory authegimay withdraw product approvals or request peodecalls if a company fails to
comply with regulatory standards or if previoustyreccognized problems are subsequently discovered.

30




Table of Contents
Marketing Pharmaceutical Products Outside the Unit&tates

Outside of the United States, our abilityrtarket our products is also contingent upon wéegimarketing authorizations from regulatory
authorities. The foreign regulatory approval precesy include some or all of the risks associatitd RDA approval set forth above. The
requirements governing the conduct of clinicall$riznd marketing authorization vary widely from oty to country.

In the EU, marketing authorizations mayshbmitted through a centralized body or througle@edtralized/mutual recognition or a
national level process. The centralized procedsiredandatory for the approval of biotechnology patguhigh technology products and orphan
products and may be available at the applicantismfor other products. The centralized procequmvides for the grant of a single marketing
authorization that is valid in all EU member coiggr The decentralized/mutual recognition procedueailable for all medicinal products
that are not subject to the centralized procedtine.decentralized/mutual recognition procedure igles for mutual recognition of national
approval decisions, changes existing proceduresdtional approvals and establishes proceduresofindinated EU actions on products,
suspensions and withdrawals. Under this procedoecholder of a national marketing authorizationvitnich mutual recognition is sought may
submit an application to one or more EU member tri@s) certify that the dossier is identical tottha which the first approval was based, or
explain any differences and certify that identidassiers are being submitted to all EU member e@mstor which recognition is sought.
Within 90 days of receiving the application andesssnent report, each EU member country is reqtiréeécide whether to recognize appro
The procedure encourages member states to worlapjilicants and other regulatory authorities tolkasdisputes concerning mutual
recognition. Lack of objection of a given countrithin 90 days automatically results in approvattiat country. Following receipt of market
authorization in an EU member country, the appligathen usually (depending on the country) rezplito engage in pricing discussions and
negotiations with a separate prescription priciatharity in that country. Commercial sales typigalhly commence in a country once pricing
approval has been obtained.

To secure European regulatory approvalsdibcutaneous Remodulin for PAH, we used the muégalgnition process. Under the rules
then applicable, centralized filing was not reqdiesd we perceived the decentralized/mutual retiogrprocedure to be the most effective
means for approval. We filed our first MAA in Franin February 2001. Review of our application wapleted in 2005. As a result,
Remodulin was approved in 23 member countries@BEBA under the mutual recognition process desgrd®ve. We withdrew applications
in Spain, the United Kingdom and Ireland and ameesuly evaluating resubmitting applications in Bpand Ireland. In December 2011, we
received approval for intravenous Remodulin iroflihe 23 member nations where subcutaneous Remadwpproved.

To secure European regulatory approval faraso, we submitted an MAA to the EMA via the cafized process in December 2008.
Regulations in Europe have changed since we madaital filing for Remodulin and all therapiesrforphan diseases must now use the
centralized process. In February 2010, we withdsewMAA from consideration by the EMA due to the BM major objection related to
findings of non-compliance with good clinical priaetat two clinical sites. The EMA stated that #héiadings would preclude a
recommendation for approval of Tyvaso in the EUe BMA had no major objections at the time of withalal related to the safety or efficacy
of Tyvaso.

Biologics

Biological products used for the preventimaatment, or cure of a disease, or conditiom bfiman being are subject to regulation under
the FDC Act, except the section of the FDC Act whgoverns NDA applications. Instead, biologicaldurots are approved for marketing ur
provisions of the Public Health Service Act (PHS#A9 a BLA. However, the application process andiiegnents
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for approval of BLAs are very similar to those féDAs. To help reduce the increased risk of theohtiction of adventitious agents, the PHSA
emphasizes the importance of manufacturing cofargbroducts whose attributes cannot be precisefindd. The PHSA also provides
authority to the FDA to immediately suspend licenisesituations where there exists a danger toiphieklth, to prepare or procure products in
the event of shortages and critical public heatteds, and to authorize the creation and enforceafeagulations to prevent the introduction,
or spread, of communicable diseases in the Unitat$and between states.

After a BLA is approved, the product magaabe subject to official lot release. As parthedf tnanufacturing process, the manufacturer is
required to perform certain tests on each lot efgfoduct before it is released for distributidrthe product is subject to official lot release by
the FDA, the manufacturer submits samples of eatchflproduct to the FDA together with a releasat@eol showing a summary of the hist
of manufacture of the lot and the results of alihef manufacturer's tests performed on the lot. A& may also perform certain confirmatory
tests on lots of some products, such as viral nascibefore releasing the lots for distributiorthiy manufacturer. In addition, the FDA
conducts laboratory research related to the regyiatandards on the safety, purity, potency, dfetveness of biological products. As with
drugs, after approval of biologics, manufacturetstraddress any safety issues that arise, arecstjeecalls or a halt in manufacturing, and
are subject to periodic inspection after approval.

The PPACA included a subtitle called thelBgics Price Competition and Innovation Act of 206r BPCI Act, which created an
abbreviated approval pathway for biological produgtown to be similar to, or interchangeable vdthFDA-licensed reference biological
product. This is conceptually similar to the Haltlaexman Act in that it attempts to minimize duplieattesting. Biosimilarity, which requires
that there be no clinically meaningful differendetween the biological product and the referenodymt in terms of safety, purity, and
potency, can be shown through analytical studieisna studies, and a clinical study. Interchangésbiequires that a product must
demonstrate that it can be expected to producsatime clinical results as the reference productfangyroducts administered multiple times,
the biologic and the reference biologic may be cvétl after one has been previously administerdubwitincreasing safety risks or risks of
diminished efficacy relative to exclusive use of teference biologic. However, complexities asdediavith the larger, and often more
complex, structures of biological products, as vaslthe processes by which such products are nentdd, pose significant hurdles to
implementation which are still being addressedhgyRDA.

A reference biologic is granted twelve ygeaf exclusivity from the time of first licensurétbe reference product. The first biologic
product submitted under the abbreviated approvavay that is determined to be interchangeable thighreference product has exclusivity
against other biologics submitted under the abhtediapproval pathway for the lesser of (i) one wi@r first commercial marketing;

(ii) eighteen months after the initial applicatidthere is no legal challenge; (iii) eighteen ntmafter the resolution in the applicant's favor of
a lawsuit challenging the biologics' patents ifagaplication has been submitted; or (iv) 42 monfter dhe application has been approved if a
lawsuit is ongoing within the 42-month period.

Because biologically sourced raw matemaéssubject to unique contamination risks, thedr msy be restricted in some countries.
Cell and Tissue Based Biologics

Manufacturers of cell and tissue based petdmust comply with the FDA's current good tisptartices (cGTP), which are FDA
regulations that govern the methods used in, amditilities and controls used for, the manufactifreuch products. The primary intent of the
cGTP requirements is to ensure that cell and tibaised products are manufactured in a manner aabsigrprevent the introduction,
transmission and spread of communicable diseases.
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U.S. Regulation of Medical Devices

New medical devices are also subject to Epproval and extensive regulation under the FD@Ader the FDCA, medical devices are
classified into one of three classes: Class |, laor Class Ill. The classification of a devioéo one of these three classes generally depends
on the degree of risk associated with the mediealog and the extent of control needed to ensdetysand effectiveness.

Class | devices are those for which sadety effectiveness can be assured by adherenceetmégeneral controls. These general controls
include compliance with the applicable portionstef FDA's Quality System Regulation (QSR), whicts $erth good manufacturing practice
requirements; facility registration and productagimg of adverse medical events listing; truthdad non-misleading labeling; and promotion
of the device only for its cleared or approvedilied uses. Class Il devices are also subject se thpeneral controls, and to any other special
controls as deemed necessary by the FDA to ensersafety and effectiveness of the device. Revigvcdearance by the FDA for these
devices is typically accomplished through the siedsb10(k) pre-market notification procedure. Aa6% Il device requires approval of a
premarket application (PMA), an expensive, lengthgl uncertain process requiring many years to oetepl

When 510(K) clearance is sought, a spomemt submit a pre-market notification demonstrativag the proposed device is substantially
equivalent to a previously approved device. IfHEA agrees that the proposed device is substgnégllivalent to the predicate device, then
510(k) clearance to market will be granted. Aftetexice receives 510(k) clearance, any modificattiat could significantly affect its safety or
effectiveness, or that would constitute a majomgeain its intended use, requires a new 510(kyafeze or could require pre-market approval.

Clinical trials are almost always requitecsupport a PMA and are sometimes required fdrG{l§ pre-market notification. These trials
generally require submission of an applicationdierinvestigational device exemption, or IDE. An IDist be supported by pre-clinical data,
such as animal and laboratory testing results, wkiow that the device is safe to test in humadgtzet the study protocols are scientifically
sound. The IDE must be approved in advance by e fler a specified number of patients, unless thapct is deemed a non-significant risk
device and is eligible for more abbreviated ingetibnal device exemption requirements.

Both before and after a medical deviceoimmercially distributed, manufacturers and marleetéithe device have ongoing responsibil
under FDA regulations. The FDA reviews design amchafacturing practices, labeling and record keepng manufacturers' required reports
of adverse experiences and other information totifjepotential problems with marketed medical @e&. Device manufacturers are subject to
periodic and unannounced inspection by the FDAcéonpliance with the QSR, current good manufactupragtice requirements that govern
the methods used in, and the facilities and cositiekd for, the design, manufacture, packagingicseg, labeling, storage, installation, and
distribution of all finished medical devices intendfor human use.

If the FDA finds that a manufacturer hagefhto comply or that a medical device is ineffeetor poses an unreasonable health risk, it can
institute or seek a wide variety of enforcementoss and remedies, ranging from a public warniniggt¢o more severe actions such as:

. fines, injunctions, and civil penaltie

. recall or seizure of product

. operating restrictions, partial suspension or tsitmitdown of production;
. refusing requests for 510(k) clearance or PMA apgrof new products;
. withdrawing 510(k) clearance or PMA approvals alsegranted; an

. criminal prosecution.
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The FDA also has the authority to requéneair, replacement or refund of the cost of anyinsdievice.

The FDA also administers certain contralerche export of medical devices from the Unit¢at&s, as international sales of medical
devices that have not received FDA approval argestito FDA export requirements. Additionally, edoheign country subjects such medical
devices to its own regulatory requirements. InEkk a single regulatory approval process has besatexd, and approval is represented by the
CE Mark.

The nebulizer used with our Tyvaso Inhakatsystem was included in our NDA for Tyvaso, araswleared by the FDA as a Class Il
medical device subject to compliance with the QSR.

Government Reimbursement of Pharmaceutical Products

In the United States, many independentitharty payers, as well as the Medicare and Sta@iddid programs, reimburse buyers of our
commercial products. Medicare is the federal pnogtiaat provides health care benefits to seniozaiis and certain disabled and chronicall
persons. Medicaid is the federal program admirgstéry the states to provide health care benefitetain indigent persons. The Medicare
contractors who administer the program provide beireement for Remodulin at a rate equal to 95%@fublished average wholesale price
as of October 1, 2003 (the Medicare Part B payrfntula, under the Durable Medical Equipment Regidarrier Guidelines, for drugs
infused through durable medical equipment) andrfaraso at a rate of 106% of the average sales fiheeMedicare Part B payment formula
for drugs inhaled through durable medical equipnaent also under the Durable Medical Equipment Redi€arrier Guidelines). Adcirca, an
oral drug, is reimbursed under the Medicare Pagstdgram. The State Medicaid programs also genepatlyide reimbursement for our
commercial products, at reimbursement rates tleabelow the published average wholesale price lzaidvary from state to state. In return for
including our pharmaceutical commercial productthimnMedicare Part B and Medicaid programs, we lz@veed to pay a rebate to State
Medicaid agencies that provide reimbursement fose¢hproducts. We have also agreed to sell our cecmmheroducts under contracts with the
Department of Veterans Affairs, Department of DefgrPublic Health Service and numerous other fédgencies as well as certain hospitals
that are designated as 340B covered entities iEntesignated by federal programs to receive datigsscounted prices) at prices that are
significantly below the price we charge to our spkg pharmaceutical distributors. These progrant @ntracts are highly regulated and
impose restrictions on our business. Failure toggiwith these regulations and restrictions co@siult in a loss of our ability to continue
receiving reimbursement for our drugs. We estintfaa between 35-50% of Remodulin, Tyvaso and Adci@es in the United States are
reimbursed under the Medicare and Medicaid programs

Anti-Kickback, False Claims Laws and The Prescripti Drug Marketing Act

In addition to FDA restrictions on marketipharmaceutical products, several other typetaté eind federal laws have been applied to
restrict certain marketing practices in the phamméical industry in recent years. These laws inelandti-kickback statutes and false claims
statutes. The federal healthcare program anti-kickIstatute prohibits, among other things, knowiragld willfully offering, paying, soliciting
or receiving remuneration to induce or in returngarchasing, leasing, ordering or arranging fer parchase, lease or order of any healthcare
item or service reimbursable under Medicare, Madioa other federally financed healthcare prografiés statute has been interpreted to
apply to arrangements between pharmaceutical metouéas on the one hand and prescribers, purchasdrormulary managers on the other.
Violations of the anti-kickback statute are puntdkay imprisonment, criminal fines, civil monetgrgnalties and exclusion from participation
in federal healthcare programs. Although thereaamember of statutory exemptions and regulatorg bafbors protecting certain common
activities from prosecution or other regulatory gams, the exemptions
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and safe harbors are drawn narrowly, and practiwsnvolve remuneration intended to induce piiesty, purchases or recommendations
may be subject to scrutiny if they do not qualify &n exemption or safe harbor.

Federal false claims laws prohibit any parfom knowingly presenting, or causing to be préed, a false claim for payment to the
federal government, or knowingly making, or caudim@pe made, a false statement to have a fals® gaid. Many pharmaceutical and other
healthcare companies have been prosecuted underltives for allegedly inflating drug prices thepa# to pricing services, which in turn
were used by the government to set Medicare andddiedreimbursement rates, and for allegedly priogjdree product to customers with the
expectation that the customers would bill federaggpams for the product. In addition, certain mérgpractices, including off-label
promotion, may also violate false claims laws. Titegority of states also have statutes or regulatgmilar to the federal anti-kickback law
and false claims laws, which apply to items andises reimbursed under Medicaid and other statgrpros, or, in several states, apply
regardless of the payor. Sanctions under thesedkealed state laws may include civil monetary pges| exclusion of a manufacturer's
products from reimbursement under government prograriminal fines, and imprisonment.

As part of the sales and marketing progasarmaceutical companies frequently provide sasnpl@pproved drugs to physicians. The
Prescription Drug Marketing Act (PDMA) imposes r@gments and limitations upon the provision of dsagnples to physicians, and prohibits
states from licensing distributors of prescriptdrngs unless the state licensing program meetsiodederal guidelines that include minimum
standards for storage, handling and record keepingddition, the PDMA sets forth civil and crimirgenalties for violations.

Patient Protection and Affordable Care Act of 2010

The Patient Protection and Affordable Caceof 2010, as amended by the Health Care and &uucReconciliation Act of 2010
(PPACA) is intended to expand healthcare coveratgemthe U.S.

Several provisions of the new law, whicldaarying effective dates, may affect us and kiki#ly increase certain of our costs. For
example, an increase in the minimum Medicaid rebateefrom 15.1 percent to 23.1 percent of averagpufacturer price became effective as
of January 1, 2010, and the volume of rebated dnagseen expanded to include beneficiaries in dédédlimanaged care organizations,
effective as of March 23, 2010. The PPACA also isgman annual fee on pharmaceutical manufactir@sed on the manufacturer's sale of
branded pharmaceuticals and biologics (excludipfp@n drugs) to certain U.S. government programsduie preceding year; expands the
340B drug discount program (excluding orphan driigduding the creation of new penalties for nomaptiance; and includes a 50% discount
on brand name drugs for Medicare Part D particjpanthe coverage gap, or "donut hole". The law atvised the definition of "average
manufacturer price" for reporting purposes effextictober 1, 2010, which could increase the amolitite Medicaid drug rebates paid to
states.

The PPACA also created a regulatory pathfeathe abbreviated approval of biological produittat are demonstrated to be "biosimilar”
or "interchangeable" with an FDA-approved biologimaduct. In order to meet the standard of intangeability, a sponsor must demonstrate
that the biosimilar product can be expected to pcedhe same clinical result as the reference ptodnd for a product that is administered
more than once, that the risk of switching betwtbenreference product and biosimilar product isgretter than the risk of maintaining the
patient on the reference product. Such biosimilasld reference biological products approved inth8. The law establishes a period of
12 years of data exclusivity for reference produetsich protects the data in the original BLA by
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prohibiting sponsors of biosimilars from gaining ARpproval based in part on reference to dataerotiginal BLA.

In addition, the PPACA imposes new repgrtiequirements for pharmaceutical and device matwfars with regard to payments or ot
transfers of value made to physicians and teadmasgitals, with the first report due on March 3212. In addition, pharmaceutical and device
manufacturers will be required to report investniaterests held by physicians and their immediateify members during the preceding
calendar year. Such information is to be made plybdivailable by the Secretary of Health and Hur8arvices in a searchable format
beginning September 30, 2013. Failure to submitireq information may result in civil monetary pé#ies of up to $150,000 per year (and up
to $1 million per year for "knowing failures") fall payments, transfers of value or ownership gegtment interests not reported in an annual
submission. Further, the PPACA amends the intentirement of the federal anti-kickback and criminahlth care fraud statute. A person or
entity no longer needs to have actual knowledghisfstatute or specific intent to violate it. ltdition, the government may assert that a claim
including items or services resulting from a viaatof the federal anti-kickback statute constisuefalse or fraudulent claim for purposes of
the false claims laws.

State Pharmaceutical and Medical Device Marketingus

If not preempted by the PPACA, severalgdictions, including the District of Columbia, MainMassachusetts, Minnesota, Vermont and
West Virginia, require pharmaceutical companieefmrt expenses relating to the marketing and ptmomaf pharmaceutical products and to
report gifts and payments to healthcare practitivirethose jurisdictions. Some of these jurisditsi also prohibit various marketing related
activities. Still other states require the postifignformation relating to clinical studies and itheutcomes. In addition, certain states, such as
California, Connecticut, Nevada, and Massachuseltglire pharmaceutical companies to implement diamge programs or marketing codes
and several other states are considering simitgygwals. Compliance with these laws is difficuld éime consuming, and companies that do
not comply with these state laws face civil peeailti

Employees
We had 543 employees as of February 5, 20Ebelieve our employee relations are excellent.
Industry Segments and Geographic Areas

Prior to the sale of Medicomp in March 200& operated in two business segments: pharmaaéutind telemedicine. Our core business
is pharmaceuticals in which we closely monitor eeenues and gross margins generated by our conaingraducts. We sell our products in
the United States and throughout the rest of theda@he information required by Iltem 101(b) and.(d) of Regulation S-K relating to
financial information about industry segments aeddgyaphical areas, respectively, is containeddte 19—Segment Informatitmour
consolidated financial statements included in &ngual 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, FofimForm 5, Form 8-K and
any and all amendments thereto are available frebarge through this internet website as sooreasanably practicable after they are filed or
furnished to the Securities and Exchange CommigS&C). They are also available through the SEC at
http://www.sec.gov/edgar/searchedgar/companysehfth.

36




Table of Contents

EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list, as of February 2812, setting forth certain information regardimg executive officers. Each executive officer
holds office until the first meeting of the Boarfizirectors after the annual meeting of sharehadand 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-peeods.

Name Age  Position

Martine A. Rothblatt, Ph.D., J.D., M.B.A. 57 Chairman, Chief Executive Officer and
Director

Roger Jeffs, Ph.D. 50 President, Chief Operating Officer and
Director

John M. Ferrar 57 Chief Financial Officer and Treasui

Paul A. Mahon, J.D. 48 Executive Vice President, General Counsel

and Corporate Secrets

Martine A. Rothblatt, Ph.D., J.D., M.B.Afounded United Therapeutics in 1996 and haseskag Chairman and Chief Executive Officer
since its inception. Prior to United Therapeutilse founded and served as Chairman and Chief Bxeddfficer of Sirius Satellite Radio. She
also represented the radio astronomy interestseoaitional Academy of Sciences' Committee on REdéguencies before the Federal
Communications Commission and led the Internati@=alAssociation's efforts to present the Unitedidtes with a draft Human Genome
Treaty. Her bookY ourL IFE ORM INE: H ow G EOETHICSC AN R ESOLVE THEC ONFLICTB ETWEENP UBLIC ANDP RIVATEl NTERESTS IX
ENOTRANSPLANTATIO, was published by Ashgate in 2004. She is a certor on three of our patents pertaining to trejomids

Roger Jeffs, Ph.Dreceived his undergraduate degree in chemistry oilke University and his Ph.D. in pharmacology frtva
University of North Carolina. Dr. Jeffs joined Uait Therapeutics in September 1998 as Director eé&eh, Development and Medical. He
was promoted to Vice President of Research, Dewsdop and Medical in 2000 and to President and GDyefrating Officer in 2001. From
1993 to 1995, Dr. Jeffs worked at Burroughs Wellea8nCompany where he was a member of the clinies¢arch team that developed Flo
the first FDA-approved therapy for patients with pulmonary aatemypertension. From 1995 to 1998, Dr. Jeffs wdrdeAmgen, Inc. where |
served as the worldwide clinical leader of the ¢tifus Disease Program. Dr. Jeffs currently leadsggtobal clinical, commercial,
manufacturing and business development efforts.

John M. Ferrarijoined United Therapeutics in May 2001 as Controlldr. Ferrari was promoted to Vice President afdfice in
December 2003 and to Vice President of FinanceTaadsurer in June 2004. In August 2006, Mr. Femas 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 beginning his accounting career in
1984.

Paul A. Mahon, J.Dhas served as General Counsel and Corporate Sgavétanited Therapeutics since its inception ir9@9In June
2001, Mr. Mahon joined United Therapeutics full-¢iras Senior Vice President, General Counsel angddZate Secretary. In November 2003,
Mr. Mahon was promoted to Executive Vice Presid&aneral Counsel and Corporate Secretary. Pridute 2001, he served United
Therapeutics, beginning with its formation in 19886his capacity as principal and managing partrier law firm specializing in technology
and media law.
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ITEM 1A. RISK FACTORS
Forward-Looking Statements

This Annual Report on Form 10-K containsiard-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®@85 which are based on our beliefs
and expectations as to future outcomes. Thesergats include, among others, statements relatitigetéollowing:

. Expectations of revenues, profitability and castg,;

. The sufficiency of current and future working capfor planned and unplanned needs;

. Our ability to obtain future financing

. The value of our common stock and our ability tmptete future common stock repurchas

. The maintenance of domestic and international egguy} approvals;

. The timing and outcome of clinical studies, inchglour future anticipated studies of oral treprokéind Tyvaso, and regulatc
filings;

. The expected volume and timing of sales of Rema@u(ireprostinil) Injection (Remodulin), Adcirca@galafil) tablets

(Adcirca) and Tyvaso® (treprostinil) Inhalation 8tbn (Tyvaso);

. The expected likelihood and timing of regulatorpiissions and approvals for drug candidates unelezldpment and th
timing of related sales, including the expectedtethiStates Food and Drug Administration (FDA) rewvperiod for our new
drug application (NDA) for oral treprostinil andetlapprovability of our NDA, our anticipated apptica for approval of
Remodulin in Japan, our pending application forrapal of Remodulin in China, and our expected {jliof a biologics license
application with the FDA for Ch14.18;

. The outcome of potential future regulatory actiansluding audits and inspections, from the FDA artdrnational regulatory
agencies;

. The impact of competing therapies, including genproducts and newly-developed therapies, on sdlesar commercial
products;

. The expectation that we will be able to producdisieht quantities and maintain adequate invensooour commercie

products, through both our in-house production bditias and third-party production sites and obility to obtain and maintain
related approvals by the FDA and other regulatggnaies;

. The adequacy of our intellectual property protectiand the expiration dates of our patents anddieg patents and produc

. Our expectations regarding our ability to defendiatellectual property relating to Remodulin agdigeneric challenge
including the recent abbreviated new drug applicefiled by Sandoz Inc. (Sandoz);

. The potential impact of the Patient Protection Affdrdable Care Act and the Health Care and Edoca®econciliation Act o
2010 on our business;

. The potential impact of the pending business coathin between Express Scripts, Inc. (the parentpemy of CuraScript, Inc.)
and Medco Health Solutions, Inc. (the parent compdrAccredo Therapeutics, Inc.) on our business;

. Any statements that include the words "believegels" "expect,” "anticipate,” "forecast,” "projécintend,” "estimate,’
"should,” "could,” "may," "will," "plan,” or similaexpressions; and

. Other statements contained or incorporated byeater in this Annual Report on Form 10-K that arehistorical facts.
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The statements identified as forward-logkstatements may appeattiem 7—Management's Discussion and Analysis ofrigiah
Condition and Results of Operatiooselsewhere in this Annual Report on Form 10-Ke3éstatements are subject to risks and unceesinti
and our actual results may differ materially fromieipated results. Factors that may cause sudérdifces include, but are not limited to, th
discussed below. We undertake no obligation toiplyblipdate forward-looking statements, whethea agsult of new information, future
events or otherwise.

Risks Related to Our Business
We rely heavily on sales of Remodulin and Tyvaso foroduce revenues.

Sales of Remodulin and Tyvaso comprisebatsutial majority of our total revenues. A wideiety of events, many of which are
described in other risk factors below, could caaales of Remodulin and/or Tyvaso to decline. Fstaince, if regulatory approvals for eithel
these products were withdrawn, we would be unabkell the product and our business could be jetped. Any substantial change in the
prescribing practices or dosing patterns of patieising Remodulin or Tyvaso due to combinationapgy side effects, adverse events, death or
any other reasons, could decrease related revelnugddition, we rely on third parties to produnerket, distribute and sell Remodulin and
Tyvaso. The inability of any one of these thirdtjggrto perform these functions, or the failuréhafse parties to perform successfully, could
negatively affect our revenues. We are also inémghsinternalizing elements of our production pegs, and any failure to manage our internal
production processes could result in an inabitityneet demand. Because we are highly dependermiemnaf Remodulin and Tyvaso, any
reduction in sales of either or both of these potslwould have a negative and possibly materia¢esgvimpact on our operations.

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

To obtain regulatory approvals from the FBx#d international regulatory agencies such a&thiepean Medicines Agency (EMA), we
must conduct clinical trials demonstrating that products are safe and effective. In the past,raéweéour product candidates failed or were
discontinued at various stages in the developmeregs. In addition, we may need to amend ongoialg br the FDA and/or international
regulatory agencies may require us to perform aatit trials beyond those we planned. Such occag®rould result in significant delays and
additional costs, and related clinical trials mayumsuccessful. In addition, approval of an NDA rhaysubject to delays if the FDA determi
that it cannot review or approve the NDA as suleditin such case, the FDA would issue a refusdedetter or a complete response letter
outlining the deficiencies in the submission, amel EDA may require substantial additional studiesting or information in order to complete
its review of the application. We may fail to adskeny such deficiencies adequately, in which easeould be unable to obtain FDA
approval to market the product candidate.

The length of time that it takes for ustmnplete clinical trials and obtain regulatory apgl for marketing varies by product, product use
and country. Furthermore, we cannot predict withagety the length of time it will take to completecessary clinical trials or obtain
regulatory approval of our future products.

Our clinical trials may be discontinuedlaged or disqualified for various reasons. Thesesoes include:

. The drug is ineffective, or physicians believe ttiet drug is ineffective
. Patients do not enroll in our studies at the rageewpect
. Ongoing or new clinical trials conducted by drugnganies in addition to our own clinical trials reduhe number of patients

available for our trials;
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. Patients experience severe side effects duringmesd;
. Other investigational or approved therapies arev@tbas more effective or convenient by physiciansatients
. Our clinical trial sites, contracted clinical triaflministrators or clinical studies conducted effiby third parties do not adhere

to trial protocols and required quality controlslengood clinical practice (GCP) under FDA reguwias and similar regulations
outside the United States;

. Our trials do not comply with applicable regulasoor guidelines;
. We do not pass inspections by regulatory agencies;
. Patients die during our trials because of an aévevent related to the trial drug, their diseagedsadvanced, or they experiet

medical problems unrelated to the drug being stijdie

. Drug supplies are unavailable or unsuitable forinsmur studies;
. The results of preclinical testing raise conceagarding product safety or efficacy; and
. The results of our clinical trials conducted in otries outside of the United States are not acbépta the United States or otl

countries, and the results of our clinical triadsiducted in the United States are not acceptabyegiadators in other countries.

In addition, the FDA and its internatioegjuivalents have substantial discretion over thp@al process for pharmaceutical products. As
such, these regulatory agencies may not agreevthhive demonstrated the requisite level of prodafety and efficacy to grant approval.

Our future growth depends, in part, on our plans tocommercialize and further develop oral treprostini. If the FDA delays or denies
approval of our NDA for oral treprostinil, and/or w e are unsuccessful in further clinical studies ofral treprostinil, our business,
financial condition and results of operations couldbe materially adversely affected.

In November 2008, we reported that our FRBEE-C phase Il clinical trial of oral treprostiniih patients with pulmonary arterial
hypertension (PAH) did not achieve statistical gigance for its primary endpoint (p=0.072). Thessults prompted us to amend the protocol
for our FREEDOM-M phase lll clinical trial of orédeprostinil and initiate an additional phase lihical trial of oral treprostinil, FREEDOMG
2 In June 2011, we announced the completion oFREEDOM-M trial, which achieved statistical sigo#ince for its primary endpoint
(p=0.0125). However, our FREEDOM<4rial did not achieve statistical significance fisrprimary endpoint (p=0.089), as we announced in
August 2011. Although we have filed an NDA for on@prostinil and believe the NDA should be apptidgan the basis of the FREEDOM-M
results alone in accordance with published FDA gnid we believe to be applicable, we may face defagbtaining FDA approval of our
NDA for oral treprostinil, or we may not be abledbtain FDA approval at all, for the reasons désatiabove underlf our products fail in
clinical trials, we will be unable to obtain or mmain FDA and international regulatory approvalsdwill be unable to sell those products”,
among others. Furthermore, even if the FDA approwesNDA, the FREEDOM-M results may support onlgnanotherapy label indication,
and not an indicated use in conjunction with a F#stakground therapy, which would impose limits oa fiermitted marketing of oral
treprostinil. In addition, if oral treprostinil Bpproved by the FDA, the results of both the FREEBO and FREEDOM-C would likely be
listed in the oral treprostinil labeling and maygagvely impact the timing and magnitude of orabtrostinil's commercial opportunity by
impacting patient demand, physician prescribinggpas or reimbursement rates.

We are currently planning additional trislgended to demonstrate oral treprostinil's efficen combination with other therapies. If we are
unsuccessful in these efforts, this may further plamour prospects for revenue growth from oralrtrsiinil.
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We may not compete successfully with established @amewly developed drugs or products, or the compaas that develop and market
them.

We compete with wellstablished drug companies for, among other thiiagsling, licenses, expertise, personnel, clinidal patients an
investigators, consultants and third-party collabors. We also compete with these companies fokehahare. Most of these competitors have
substantially greater financial, marketing, mantifeng, sales, distribution and technical resoutbas we do. These competitors also have
more experience in areas such as research andgmatt, clinical trials, sales and marketing argllgtory matters than we do. There are
several treatments that compete with our commettegahpies, as well as several other therapiesruelelopment, including various late-
stage investigational products that have recemtiypleted or are undergoing phase Ill pivotal tri&lsr the treatment of PAH, we compete \

a number of approved products in the United Statelsworldwide, including the following: Flolan®, Ytavis®, llomedin®, Tracleer®,
Revatio®, Letairis®, Veletri® and generic epoproste Patients and doctors may perceive these cangpetoducts, or products developed in
the future, as safer, more effective, more converaaed/or less expensive than our therapies.

Alternatively, doctors may reduce the prigme doses of our products if they prescribe tlasnsombination therapy with our competitors'
products. In addition, certain competing produceslass invasive than Remodulin and the use oktpesducts may delay or prevent initiation
of Remodulin therapy. Any of these circumstanceyg suppress our sales growth or cause our reveoudctine.

Actelion Ltd, Gilead Sciences, Inc. andzBfilnc. presently control the majority of the appad therapies for PAH in the United States.
Each of these companies has achieved consideraletpenetration through the sales and markefitigeir respective therapies and through
market dominance in this therapeutic area. Furtbegpithe future commercialization and introductitdmew PAH therapies into the market
could exert downward pressure on the pricing ofgroducts and reduce our market share.

We have had periods in which we incurred losses anmday not maintain profitability.

We have experienced financial reportingquky in which we incurred net losses. While wedeaiwe develop our annual cash-based
operating budgets using reasonable assumptiongegets, unanticipated factors, including thoseidetof our control, could affect our
profitability and cause uneven quarterly and/oruemtmmperating results.

Discoveries or development of new products or teclotogies by others may make our products obsolete seemingly inferior.

Other companies may discover or introduse& products that render all or some of our techgieband products obsolete or
noncompetitive. Our commercial therapies may havempete with numerous investigational productsezuly in development, including
several investigational PAH therapies for whichgehHl pivotal trials are underway or have beerently completed. In addition, alternative
approaches to treating chronic diseases, suchrastherapy or cell therapy, may make our produlstelete or noncompetitive. If introduced
into the market, investigational therapies for Péddild be used in combination with, or as a sulistior, our therapies. If this occurs, doctors
may reduce or discontinue the use of our produstthiir patients.

Sales of our products are subject to reimbursemerftom government agencies and other third parties. Rarmaceutical pricing and
reimbursement pressures may cause our sales to serff

The commercial success of our products nigpdn part, on the availability of reimbursemdngsggovernmental payers such as Medicare
and Medicaid, and private insurance companies. Alegly, our commercial success is tied to suctdtparty payers. In the United States, the
European Union and other significant or potentialtynificant markets for our products, third-papgyers are increasingly
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attempting to limit or regulate the price of medadi products and are frequently challenging theimpgi of new and expensive drugs. Our
prostacyclin analogue products, Remodulin and Tgvage expensive therapies. Consequently, it madiffieult for our specialty
pharmaceutical distributors or wholesalers to obsaifficient reimbursement of our products fromdkparty payers to make selling our
products economically feasible for them. Alternalyy third-party payers may reduce the amount imfilbbersement for our products based on
changes in pricing of other therapies for PAH, uiddhg generic formulations of other approved thesipf third-party payers do not approve
our products for reimbursement, or limit reimburseits, patients could choose a competing produtidfapproved for reimbursement or
provides a lower out-of-pocket cost to them. Prdgemost third-party payers, including Medicaredaviedicaid, provide reimbursement for
our commercial products. Future reimbursements ukidgelicare and Medicaid could be subject to reduncti-urthermore, to the extent that
private insurers or managed care programs folloywaduced Medicaid and Medicare coverage and palydeselopments, the negative img
on our business would be compounded. We are clyrasgessing the potential effect of the Patientd@tion and Affordable Care Act and the
related Health Care and Education Reconciliationd @010 on our business. While we believe thetstesm impact on our business of this
legislation will not be material, we continue to mitor the developments of this legislation as mahigs provisions are not yet effective and
subject to finalization.

In the United States, there is an incredseds from the federal government and others @fyaing the impact of various regulatory
programs on the federal deficit, which could regulhcreased pressure on federal programs to eedosts. For example, on August 2011,
President Obama signed a bill that raises the féd&ral debt ceiling and mandates significant dofuil deficit reduction over the next decade.
While many proposals have been put forth, spendfituctions in federal spending have not yet beésrained. In addition, financial pressures
may cause government or other third-party payemsdce aggressively seek cost containment througidatary discounts or rebates on our
products, policies requiring the automatic substituof generic products, higher hurdles for iditeimbursement approvals for new products
or other similar measures. For example, there baea recent proposals to reduce reimbursementaati#er adopt mandatory rebates under
Medicare Part B, which covers Remodulin and Tyvaso.

A reduction in the availability or exterftreimbursement from government healthcare progrematd have a material adverse effect or
sales of our products, our business and resuttp@fations.

In Europe, the success of our commerciadipets and future products depends largely on mibgiand maintaining government
reimbursement. In many European countries, patenetsinlikely to use prescription drugs that areraimbursed by their governments.
Reimbursement policies may adversely affect oditahd sell our products on a profitable basismany markets outside the United States,
governments control the prices of prescription ptereuticals through the implementation of refergagng, price cuts, rebates, revenue-
related taxes and profit control, and expect prafgsrescription pharmaceuticals to decline overlite of the product or as prescription
volumes increase.

Finally, the ultimate pricing and reimbursent of our investigational products, upon theprapal, is inherently uncertain and subject to
the risks discussed above. In particular, the pgi¢or oral treprostinil, if approved, is subjeata number of uncertainties, including those
described above, and our ability to achieve optipning may be negatively impacted by the resoiltsur FREEDOM-C and FREEDOM-€
trials, which failed to achieve statistical sigo#nce for their primary endpoints.

Our production strategy exposes us to significantigks.

We must be able to produce sufficient quiastof our commercial products to satisfy demartte process of producing our products is
difficult and complex, and currently involves a nlen of third parties. We synthesize treprostitig aictive ingredient in Remodulin, Tyvaso
and treprostinil
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diethanolamine, the active ingredient in our or@ptostinil tablet, in our Silver Spring, Marylafatility using raw materials and advanced
intermediate compounds supplied by vendors. Althowg have received FDA approval to produce Remaoduid Tyvaso at our own facilitit
we continue to outsource some of the productioRexhodulin to Baxter Pharmaceutical Solutions, LBaxter) and Jubilant Hollister-Stier
Contract Manufacturing and Services (Jubilant I$tali-Stier), and some of the production of TyvasGatalent Pharma Solutions, Inc. We
manufacture the Tyvaso Inhalation System nebulireur facility in Germany, where NEBU-TEC Interioatal Med Products Eike

Kern GmbH (NEBU-TEC) supplies personnel. We alsmufacture the Tyvaso Inhalation System nebulizesugh a third-party,
Minnetronix, Inc.

We produce oral treprostinil diethanolamialelets for use in our clinical trials, but neitlwee nor our third-party vendors would be able to
produce oral treprostinil diethanolamine tabletsdmmmercial use in the U.S. or internationallyheiit FDA approval or the corresponding
international approvals of the facility.

As long as we utilize third-party vendoos $ignificant portions of our production process, will remain exposed to the risks described
below under 'We rely in part on third parties to perform acties that are critical to our business. Our abilitygenerate commercial sales or
conduct clinical trials could suffer if our thirdapty suppliers and service providers fail to perfof' In addition, while we are in the process of
internalizing additional processes to increasecoutrol of production, this approach will also sdijus to risks as we engage in increasingly
complex production processes. For example, Remodunkd Tyvaso must be produced in a sterile envisrirand we have limited experience
with sterile manufacturing on a commercial scatem8 of the products we are developing will invoéxen more complicated manufacturing
processes than our current products. For examg@revdeveloping Ch14.18 MAb, a monoclonal antibddywith all biologic products,
monoclonal antibodies are inherently more diffi¢dalmanufacture than our current products and wre/oicreased risk of viral and other
contaminations.

The FDA recently issued an advisory to nfacturers regarding the potential formation of gliagments in injectable drugs filled in
small-volume glass vials. We recently conducteldordugh review of our manufacturing processes bhaset of our third-party suppliers and
have no conclusive evidence at this time to sugheasthe glass vials we use for Remodulin fornsglagments. We continue to assess our
products, but cannot guarantee that our manufactymocess will not result in hazards such as these

Additional risks presented by our produetitrategy include:

. We and our third-party producers are subject tdAfDA's current Good Manufacturing Practices inlthited States and similar
regulatory standards internationally. While we haigmificant control over regulatory compliancetwiespect to our internal
production processes, we do not exercise the saweédf control over regulatory compliance by durd-party producers;

. As we expand our production operations to incluel elements of the production process or new pitsgdue may experience
difficulty designing and implementing processes pratedures to ensure compliance with applicalgalegions;

. Even if we and our thi-party producers comply with domestic and intermalalrug production regulations, the sterility ¢
quality of the products being produced could besttdard and, therefore, such products would beailable for sale or use;

. If we have to replace a third-party producer or@wn production operations with another produdes, EKDA and its

international counterparts would require new tegeind compliance inspections. Furthermore, a negywrer would have to be
familiarized with the processes necessary to predunci commercially validate our products, as prisduour treprostinil-based

43




Table of Contents

products is complex. Any new third-party producansgl any new production process at our own fadglit@uld need to be
approved by the FDA and its international countagpbefore being used to produce commercial suppbur products;

. We may be unable to contract with needed produmesatisfactory terms or at all; a

. The supply of materials and components necessamotiuce and package our products may become smanterrupted.
Disruptions to the supply of these materials caldthy the production, shipping and subsequentafadach products. Any
products produced with substituted materials ormmments would be subject to approval from the FDA imternational
regulatory agencies before they could be sold.tirhimg of any such regulatory approval is diffictdtpredict.

Any of these factors could disrupt saleswfcommercial products, delay clinical trialscommercialization of new products, result in
product liability claims and product recalls, amdagl higher costs.

We rely in part on third parties to perform activit ies that are critical to our business. Our abilityto generate commercial sales or
conduct clinical trials could suffer if our third-p arty suppliers and service providers fail to perfom.

We actively involve third parties to assistin conducting clinical trials, obtaining regilgy approvals, conducting pharmacovigilance-
related activities including drug safety and rejpgrof adverse events, and marketing and distrilgubiur products, as we do not possess the
internal capacity, and in some cases the expettidally perform all of these functions. Accordiggthe success of these third parties in
performing their contractual obligations is critit@ our operations.

We synthesize treprostinil using raw matsrand advanced intermediate compounds supplie@tgors. The inability of our vendors to
supply these raw materials and advanced intermeed@hpounds in the quantities we require couldyditla production of treprostinil for
commercial use and for use in our clinical trials.

We rely on Baxter and Jubilant Hollis&tier to produce Remodulin for us. We extendedcoutract with Baxter through 2013 and as
of that contract amendment, we agreed that Baxitemanufacture Remodulin in greater quantitiesngdarger production equipment than
under its current manufacturing process. This nemufacturing process and related equipment willireg=DA and international approvals.
We also have received FDA approval to produce Reitodsing our Silver Spring, Maryland facility, dmre awaiting international approvz
however, we remain reliant on third parties sucBaster and Jubilant Hollister-Stier for additioralpacity, manufacturing for international
sales and as backup manufacturers.

We have received FDA approval to produceaby in our Silver Spring, Maryland facility; howssywe remain reliant on Catalent for
additional production capacity and as a backup rzetwrer. We also rely substantially on third pesticurrently Minnetronix, Inc. and NEBU-
TEC, to produce the Tyvaso Inhalation System nebuli

We rely heavily on these third parties dbere to and maintain manufacturing processesdardance with all applicable regulatory
requirements. If any of these critical thipasty production and supply arrangements are impéed for compliance or other reasons, we ma
have sufficient inventory to meet future demand.

We rely on Accredo Health Group, Inc., GReapt, Inc. and CVS Caremark to market, distribane sell Remodulin and Tyvaso in the
United States. These distributors are also partiabponsible for negotiating reimbursements frbirdtparty payers for the cost of our
therapies. From time-to-time, we increase the prfgeroducts sold to our U.S.-based and internatidistributors. Our price increases may not
be fully reimbursed by third-party payers. If oustdbutors do not
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achieve acceptable profit margins on our produhtsy; may reduce or discontinue the sale of ouryweetsd Furthermore, if our domestic and
international distributors devote fewer resourcesdling our products or are unsuccessful in tealies efforts, our revenues may decline
materially.

In July 2011, Express Scripts, Inc. (theepacompany of CuraScript, Inc.) announced iteagrent to acquire Medco Health
Solutions, Inc. (the parent company of Accredo He@roup, Inc.). The parties announced that th@eeikto complete the transaction in the
first half of 2012, pending regulatory and shardbolapprovals. If the transaction is completedremanced, we will only have two specialty
pharmaceutical distributors selling Remodulin apddso in the United States. In addition, our pragmeay be less significant to the
operations of the combined companies and receiverfeesources for the sale and support of our mtsgdwhich could adversely impact our
revenues.

Finally, the combined company's pharmaayefie management business will also have increbsagtage in negotiating the terms of
rebates and discounts on behalf of third-party payehich could impact reimbursement levels for praducts.

We rely on Eli Lilly and Company (Lilly) tmanufacture and supply Adcirca for us, and weliilbgs pharmaceutical wholesaler network
to distribute Adcirca in the United States and RuRico. If Lilly is unable to manufacture or sup@dcirca or its distribution network is
disrupted, it could delay, disrupt or prevent usrrselling Adcirca, which could slow the growthaafr business. In addition, Lilly has the right
to determine the price of Adcirca, which generatlgves in parity with its price for Cialis® (whiclaf the same active ingredient). Since FDA
approval of Adcirca, Lilly has announced a pricer@ase on both Cialis and Adcirca twice each yehanges in Lilly's prices could adversely
impact demand or reimbursement for Adcirca, paldidy if a generic PDE-5 enters the market follogvithe expiration of certain Revatio
patents that is anticipated in 2012.

Although most of our current suppliers aedvice providers could eventually be replacediange in suppliers and/or service providers
could interrupt the manufacture and distributiomof commercial products and our other productssamdices, and impede the progress of our
clinical trials, commercial launch plans and refatevenues. Manufacturing interruptions could lgaigicant given the length of time and
complexity involved in obtaining necessary regufatapprovals for alternative arrangements, throeitfter third parties or internal
manufacturing processes.

We rely heavily on third-party contracteasch organizations to conduct our clinical trithsaddition, the success of certain of our
development stage products will depend on clirti¢als sponsored by third parties. Examples of sligtical trials include the phase Il study
of Ch14.18 conducted by the National Cancer Instjtangoing studies conducted by Medtronic, Inmgigs implantable pump to deliver
intravenous Remodulin and ongoing studies conduayddhmuneWorks, Inc. of its IW001 product. Faillmgany of these parties to conduct
or assist us in conducting clinical trials in adzmce with study protocols, quality controls andRGguld limit our ability to rely on results of
those trials in seeking regulatory approvals.

Our operations must comply with extensive laws andegulations in the U.S. and other countries, inclushg FDA regulations. Failure to
obtain approvals on a timely basis or to achieve atinued compliance could delay, disrupt or preventhe commercialization of our
products.

The products we develop must be approvechfirketing and sale by regulatory agencies ancke approved, are subject to extensive
regulation. Our research and development effortstrmamply with extensive regulations, includinggsh@romulgated by the FDA and the
United States Department of Agriculture. The preagsobtaining and maintaining regulatory approfatsnew drugs is lengthy, expensive i
uncertain. The manufacture, distribution, advargsand marketing of these products are also sutgjexttensive regulation, including strict
pharmacovigilance and adverse event reporting reaugints. Any future product approvals we receiwddcbe accompanied by significant
restrictions on the use or marketing of the prodOetr product candidates, including, in particutagl treprostinil,
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may fail to receive marketing approval on a timiegis, or at all. If granted, product approvals lsanvithdrawn for failure to comply with
regulatory requirements, such as post-marketingiregpents and post-marketing commitments, or uperotcurrence of adverse events
subsequent to commercial introduction.

Discovery of previously unknown problemdhwdur marketed products or problems with our mactufring, regulatory, compliance,
research and development, pharmacovigilance arerselevent reporting, marketing or sales activitigd result in regulatory restrictions on
our products, including withdrawal of our produfttam the market. If we fail to comply with applidalregulatory requirements, we could be
subject to penalties that may consist of finespsnsion of regulatory approvals, product recaéi&ige of our products and/or criminal
prosecution. In addition, our reputation could bened as a result of any such regulatory restristar actions, and patients and physicians
may not want to use our products even after we hes@ved the issues that led to such regulatargrac

We are subject to ongoing regulatory review of oucurrently marketed products.

After our products receive regulatory apaidpthey remain subject to ongoing regulation,skhian impact, among other things, product
labeling, manufacturing practices, pharmacovigitaand adverse event reporting, storage, distribuéidvertising and promotion, and record
keeping. If we do not comply with the applicablgukations, the range of possible sanctions incladi®rse publicity, product recalls or
seizures, fines, total or partial suspensions oflpction and/or distribution, suspension of marigtipplications, and enforcement actions,
including injunctions and civil or criminal prosdmn. The FDA and comparable international regulamencies can withdraw a product's
approval under some circumstances, such as thedad comply with regulatory requirements or tieewrrence of unexpected safety issues.
Further, the FDA often requires post-marketingingsand surveillance to monitor the effects of awed products. The FDA and comparable
international regulatory agencies may conditionrapal of our product candidates on the completibsuzh post-marketing clinical studies.
These post-marketing studies may suggest thatdupr@eauses undesirable side effects or may prasesit to the patient. If data we collect
from post-marketing studies suggest that one ofapproved products may present a risk to safegyladory authorities could withdraw our
product approval, suspend production or place atiaketing restrictions on our products. If regoitgitsanctions are applied or if regulatory
approval is delayed or withdrawn, our operatingiitssand the value of our company may be adveisfédyted.

Regulatory approval for our currently marketed products is limited by the FDA to those specific indidéons and conditions for which
clinical safety and efficacy have been demonstrated

Any regulatory approval of our productdinsited to those specific diseases and indicatfonsvhich our products have been deemed safe
and effective by the FDA. In addition to the FDApapval required for new formulations, any new iradion for an approved product also
requires FDA approval. If we are not able to obfalA approval for any desired future indications dor products, our ability to effectively
market and sell our products may be reduced anthusiness may be adversely affected.

While physicians may choose to prescrihmsifor uses that are not described in the praglatieling and for uses that differ from those
approved by regulatory authorities (called "label” uses), our ability to promote the produstimited to those indications that are specifig
approved by the FDA. Although U.S. regulatory auitiies generally do not regulate the behavior ofgitians, they do restrict communicati
by companies on the subject of off-label use. fnomotional activities fail to comply with thesegulations or guidelines, we may be subject
to warnings from, or enforcement action by, thaghearities. In addition, failure to follow FDA rudeand guidelines relating to promotion and
advertising can result in the FDA's refusal to appra product, the suspension or withdrawal ofggr@/ed product from the market, product
recalls, fines, disgorgement of money, operatisgrictions, injunctions or criminal prosecution.
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We must comply with various laws in jurisdictions aound the world that restrict certain marketing pra ctices in the pharmaceutical anc
medical device industries. Failure to comply with gch laws could result in penalties and have a matied adverse effect on our business,
financial condition and results of operations.

Various laws in jurisdictions around therldpincluding anti-kickback and false claims stes) the Foreign Corrupt Practices Act and the
UK Bribery Act, restrict particular marketing prases in the pharmaceutical and medical device imdiss Although we have compliance
programs and procedures in place that we beliexeféective, our business activities may be suliechallenge under these laws, and any
penalties imposed upon us could have a materiaradweffect on our business, financial conditioth masults of operations. Furthermore, we
have significantly expanded our sales and marketiafj recently. Although we train our sales andkating staff under our corporate
compliance programs, any expansion of sales anlatilag efforts can increase the risks of nonconmgkawith these laws.

In the United States, the federal healtie pgogram anti-kickback statute prohibits, amotigeothings, knowingly and willfully offering,
paying, soliciting, or receiving remuneration tdirce, or in return for, purchasing, leasing, omtgror arranging for the purchase, lease, or
order of any health care item or service reimbuesabhder Medicare, Medicaid, or other federallyaficed healthcare programs. This statute
has been interpreted to apply to arrangements ketpkarmaceutical manufacturers and prescribershasers, and formulary managers.
Although a number of statutory exemptions and raguy safe harbors exist to protect certain comamiivities from prosecution, the
exemptions and safe harbors are narrow, and pesadii@at involve remuneration intended to inducegiptions, purchases, or
recommendations may be subject to scrutiny if th@yot qualify for an exemption or safe harborhaligh we seek to comply with the
conditions for reliance on these exemptions ane Bafbors, our practices may not always meet daletriteria for safe harbor protection.

Federal false claims laws prohibit any parom knowingly presenting, or causing to be prgsd, a false claim for payment to the
federal government, or knowingly making, or causim@pe made, a false statement to get a false gaith Several pharmaceutical and health
care companies have been prosecuted under thesédaallegedly providing free product to customeith the expectation that the customers
would bill federal programs for the product. Otkempanies have been prosecuted for causing falsascto be submitted because of the
company's marketing of the product for unapproaed, thus non-reimbursable, uses. The majorityaiéstalso have statutes or regulations
similar to the federal anti-kickback law and fatsg@ims laws, which apply to items and services eiraed under Medicaid and other state
programs, or, in several states, apply regardiedgeayer. Sanctions under these federal and lstats may include civil monetary penalties,
exclusion of a manufacturer's product from reimborent under government programs, criminal fined,ianprisonment.

The Patient Protection and Affordable Cace(PPACA) imposes new reporting requirementspioarmaceutical and device
manufacturers with regard to payments or othesfeaa of value made to physicians and teachingitadspeffective March 31, 2013. In
addition, pharmaceutical and device manufacturdtd@ required to report and disclose investmateriests held by physicians and their
immediate family members during the preceding adderyear. Such information is to be made publielgilable by the Secretary of Health ¢
Human Services in a searchable format beginningeSdger 30, 2013.

Failure to submit required information mragult in civil monetary penalties of up to $15@Qr year (and up to $1 million per year for
"knowing failures") for all payments, transferswvaflue or ownership or investment interests not mggoin an annual submission. Further, the
PPACA amends the intent requirement of the fedmrtikickback and criminal health care fraud steduiA person or entity no longer needs to
have actual knowledge of this statute or speaifierit to violate it. In addition, the governmentynaasert that a claim including items or
services resulting from a violation
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of the federal anti-kickback statute constitutéalse or fraudulent claim for purposes of the fadlséms laws.

If not preempted by this federal law, seVstates require pharmaceutical companies to regpenses relating to the marketing and
promotion of pharmaceutical products and to regift$ and payments to individual physicians in #hgtates. Depending on the state,
legislation may prohibit various other marketintated activities, or require the posting of infotioa relating to clinical studies and their
outcomes. In addition, certain states, such agdtaia, Nevada, and Massachusetts, require phautiaaecompanies to implement
compliance programs or marketing codes and seuvéral states are considering similar proposals. iamce with these laws is difficult and
time consuming, and companies that do not complly thiese state laws face civil penalties.

Government health care reform could increase our s, which would adversely affect our revenue andesults of operations.

Our industry is highly regulated and chanigelaw may adversely impact our business, opmrator financial results. The PPACA is a
sweeping measure intended to expand healthcareagevevithin the United States, primarily through tinposition of health insurance
mandates on employers and individuals and expamditre Medicaid program. The reforms imposed leyribw law will significantly impact
the pharmaceutical industry; however, the full ef$eof the PPACA cannot be known until these piionis are implemented and the Center:
Medicare & Medicaid Services and other federal statle agencies issue applicable regulations olagai&l Moreover, in the coming years,
additional changes could be made to governmengdiheare programs that could significantly impéet success of our products or product
candidates.

Reports of actual or perceived side effects and adise events associated with our products, such apsis, could cause physicians and
patients to avoid or discontinue use of our produ& in favor of alternative treatments.

Reports of side effects and adverse ess#sciated with our products could have a signifieaverse impact on the sale of our products.
An example of a known risk associated with intraxgRemodulin is sepsis, which is a serious anenpially life-threatening infection of the
bloodstream caused by a wide varietyatteria. Intravenous prostacyclins, such as ietraus Remodulin and Flolan, are infused continy
through a catheter placed in a large vein in theepés chest, and sepsis is a known risk assatiaith this type of delivery. As a result, sepsis
is included as a risk in both the Remodulin anddfigackage inserts. Although a discussion of igleaf sepsis is currently included on the
Remodulin label, and the occurrence of sepsisnslifa to physicians who prescribe intravenouslynaustered therapies, concerns about
bloodstream infections may adversely affect a ptignls decision to prescribe Remodulin.

Our corporate compliance program cannot guaranteehat we comply with all potentially applicable fedeal, state and international
regulations.

The development, manufacture, distributmiging, sales, marketing, and reimbursement ofppaducts, together with our general
operations, are subject to extensive federal, dtatal and international regulations, which arastantly evolving. These regulations are sul
to frequent revisions that often introduce morangent requirements. While we believe we have dgped and instituted adequate corporate
compliance programs, we cannot ensure that weaithys be in compliance with these regulationgdffail to comply with any of these
regulations, we could be subject to a range of ftiesancluding, but not limited to: the terminatiof clinical trials, the failure to receive
approval of a product candidate, restrictions onpvaducts or manufacturing processes, withdrawalo products from the market, signific
fines, exclusion from government healthcare progranmd other sanctions or litigation.
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Negative attention from special interest groups majympair our business.

As is common with pharmaceutical and bibtexdogy companies, our eartyage research and development involves animahgesthich
we conduct both directly and through contracts whird parties. Notwithstanding the vital role afimal research in the drug discovery and
development process, certain special interest groafegorically object to the use of animals fees¥ch purposes. Historically, our research
and development activities have not been the subjegignificant animal rights media attention. Hower, research activities with animals h.
been the subject of adverse attention, includingalestrations near facilities operated by other camigs in our industry. Any negative
attention, threats or acts of vandalism directealresy our animal research activities in the futoald impair our ability to operate our business
efficiently.

If any of the license or other agreements under whh intellectual property rights are licensed to, owere acquired by, us are breached
or terminated, our right to continue to develop, m&e and sell the products covered by such agreemeruld be impaired or lost.

Our business depends upon our continuiiligyatm exploit our intellectual property righta ithe drugs and other products that have been
discovered and initially developed by others arad the are developing further and commercializingeSe intellectual property rights have
either been licensed by us pursuant to a prodemdie agreement or have been acquired by us putsumpurchase agreement. Under each of
our product license agreements, we are grantexase to exploit certain intellectual property odiy others that covers a drug or other
product. Under each of our purchase agreementhawe purchased certain intellectual property thaecs a drug or other product. We may be
required to obtain a license of other intellecfu@perty owned by third parties to continue to depeand commercialize our products.

This dependence on intellectual propertyettgoed by others involves the following risks:

. We may be unable to obtain rights to intellectualperty that we determine we need for our busiagssreasonable cost or
all;

. If any of our product license or purchase agreemarg terminated, we may lose our rights to devetggke and sell the
products to which such agreement relates;

. Our license and purchase agreements generallydadhe licensor or seller with the right to termienthe agreement in the ev:
we breach such agreement-g., if we fail to pay royalties and other fees timalyd do not cure the failure within a stated time
period; and

. If a licensor of intellectual property that is exsively licensed to us breaches its obligationtbewise fails to maintain tr

intellectual property licensed to us, we may losg ability to prevent others from developing or kReting similar products that
are covered by such intellectual property. In dddjtwe may be forced to incur substantial costs&intain the intellectual
property ourselves or take legal action seekingtoe the licensor to do so.

Certain agreements under which we acquired or licesed intellectual property rights may restrict our aility to develop related products
in certain countries or for particular diseases andnay impose other restrictions that affect our abity to develop and market related
products in the most effective manner.

When we acquire or are licensed intelldgtuaperty rights to drugs and other products tieate been discovered and initially developed
by others, these rights are frequently limited. lrstance, our rights to market Adcirca are gedgiagly limited to the United States and
Puerto Rico. Furthermore, we cannot undertake dditianal investigational work with respect to Adm in other indications of pulmonary
hypertension without Lilly's prior approval. Lillgiso has authority over all regulatory activitiesl das the right to determine the retail price
Adcirca and the wholesale price at which
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Lilly sells Adcirca to us. Provisions in our licenand purchase agreements may impose other restsithat affect our ability to develop and
market products to which the intellectual propéhigt is the subject of such agreements relateseamnple, GlaxoSmithKline PLC retained an
exclusive option and right of first refusal to négte an agreement with us if we decide to licearse commercialization rights with respect to
Remodulin and Tyvaso anywhere in the world. Sirhilasur amended license agreement with Toray Irdasstinc. (Toray) grants Toray the
right to be our exclusive provider of beraprost-MRoreover, we must also meet certain minimum ansabgs to maintain our exclusive rights
to beraprost-MR.

Our intellectual property rights may not effectively deter competitors from developing competing prodats that, if successful, could
materially adversely affect our revenues and prof.

The period under which our commercial aadaopmental therapies are protected by our paigms is limited. Our U.S. patent for the
method of treating PAH with Remodulin will expine ©October 2014. Three of our U.S. patents covesimgcurrent methods of synthesizing
and producing treprostinil, the active ingredienboth Remodulin and Tyvaso, expire in October 20%& also have been granted one pate
the European Union and one patent in Japan, eaghioh covers our treprostinil synthesis and praiducmethods and will expire in October
2018. Our U.S. patent covering an improved dildenRemodulin will expire in March 2029. The paténit Adcirca for the treatment of
pulmonary hypertension will expire in 2017 and patents for Tyvaso will expire in the United Statesl in various countries throughout the
European Union in 2018 and 2020, respectively.

We continue to conduct research into newhods to synthesize treprostinil and have two idqagents in the United States that expire in
2021, as well as additional U.S. and internatigeadding patent applications relating to such methbldwever, we cannot be sure that these
additional patents will successfully deter comjpesit or that additional patent applications wiuk in grants of patents. Upon the expiratio
any of our patents, competitors may develop generisions of our products that were covered byettpred patent and market those generic
versions to compete with our products. Competitoay also seek to design around our patents pritbretio expiration in an effort to develop
competing products that do not infringe our patents

The scope of any patent we hold may nardsampetitors from developing a product that coepevith the product we sell that is
covered by the patent. Patent laws of foreign gliciBons may not protect our patent rights to thee extent as the patent laws of the United
States. Furthermore, our suppliers who have grameskclusive rights may have inadequate inteldqitoperty protections. Competitors also
may attempt to invalidate our existing patents befbey expire.

In addition to patent protection, we alsty on trade secrets to protect our proprietarywkinow and other technological advances that we
do not disclose to the public. We enter into coafiiality agreements with our employees and otteevehom we disclose trade secrets and
other confidential information. These agreementaalnecessarily prevent our trade secrets fromgoesed or disclosed without our
authorization and confidentiality agreements magliffecult to enforce or may not provide an adeguegmedy in the event of unauthorized
disclosure.

The validity, enforceability and scope of certain bour patents covering Remodulin are currently beirg challenged as a result of a recel
abbreviated new drug application (ANDA) filing from a generic drug company. The outcome of the currerdr any future challenges to
the validity, enforceability or scope of our patentportfolio could significantly reduce revenues fromRemodulin.

On February 3, 2013, we received a Par&gidLCertification Notice Letter from Sandoz adwgithat Sandoz has submitted an ANDA to
the FDA requesting approval to market a generisivarof the 10 mg/mL strength of Remodulin. In Matice Letter, Sandoz states that it
intends to market a generic version of Remoduliioteethe expiration of U.S. Patent No. 5,153,22Ricl expires in
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October 2014; U.S. Patent No. 6,765,117, whichresgpin October 2017; and U.S. Patent No. 7,999 @8ith expires in March 2029.
Sandoz's Notice Letter states that the ANDA comstaifraragraph 1V Certification alleging that thpagents are not valid, not enforceable
and/or will not be infringed by the commercial méauture, use or sale of the proposed product destin Sandoz's ANDA submission.

We are currently reviewing the Notice Letighich was directed to all three patents listedve, each of which is listed in the FDA's
Approved Drug Products List (the Orange Book). Vieeh45 days from receipt of the Notice Letter tmmotence a patent infringement lawsuit
against Sandoz. Such a lawsuit would automatigakglude the FDA from approving Sandoz's ANDA fprta 30 months or until the issuar
of a district court decision that is adverse towisichever occurs first.

Although we intend to vigorously enforce tutellectual property rights relating to Remodultihere can be no assurance that we will
prevail in our defense of our patent rights. Oustixg patents could be invalidated, found unerdalte or found not to cover a generic forr
Remodulin. If Sandoz or another ANDA filer wererezeive approval to sell a generic version of Reutindand/or prevail in any patent
litigation, Remodulin would become subject to iraged competition and our revenue would be adveedtdgted. In addition, regardless of
outcome, any patent litigation could be costly &nde-consuming.

Third parties may allege that our products or servees infringe their patents and other intellectual poperty rights, which could result in
the payment of royalties that would affect our proits, subject us to costly and time-consuming litigéon or result in our losing the
ability to continue to sell the related products.

Third parties may seek to invalidate oreottise challenge our patents. We may initiatedifign to enforce or defend our patents or
intellectual property rights; however, litigatioarcbe time consuming and costly and may not coedadorably, and the outcome of patent
infringement litigation often is difficult to prech. If we are unsuccessful with respect to anyriutagal action in the defense of our patents and
our patents are invalidated or determined to befomeeable, our business could be negatively imgghdEven if our patents are not determined
to be invalid or unenforceable, it is possible #@@bmpetitor could circumvent our patents by éffety designing around the claims of our
patents. Accordingly, our patents may not providevith any competitive advantage.

To the extent third-party patents for whied currently do not hold licenses cover our praslae services, a license to these patents woulc
be necessary to manufacture, use, sell or profiefgetproducts and services without infringing thgegtents. In the case of products or services
that utilize intellectual property of strategic leddorators or other suppliers, such suppliers nzayefan obligation to secure the needed license
to these patents at their cost, but otherwise waldvoe responsible for the cost of these licerBagments of royalties and other amounts u
these licenses would reduce our profits from the shrelated products and services. Moreover, \ag be unable to obtain these licenses on
acceptable terms or at all. If we fail to obtaireguired license or are unable to alter the desidhe product alleged to be infringed to avoid
infringing a third-party patent, we would be unatdecontinue to manufacture or sell the relatedipots.

If a third party commences a legal actigaiast us for infringement, we could be compellethtur significant costs to defend the action
and our management's attention could be divertadtiver or not the action were to have any merit.cAfeot be certain that we could prevail
in the action, and an adverse judgment or settlemesnlting from the action could require us to papstantial amounts in damages for
infringement or substantial amounts to obtain arlée to continue to use the intellectual propdwdy is the subject of the infringement claim.

51




Table of Contents
We may not maintain adequate insurance coverage firotect us against significant product liability claims.

The testing, manufacturing, marketing, aalk® of drugs and diagnostics involve product lighiisks. Although we currently maintain
product liability insurance, we may not be ablenaintain this insurance at an acceptable cost,aflaln addition, our insurance coverage may
not be adequate for all potential claims. If claimndosses significantly exceed our liability inaoce coverage, we may be forced out of
business.

Improper handling of hazardous materials used in ouactivities could expose us to significant liabities.

Our research and development and manufagtactivities involve the controlled use of chealicand hazardous substances and we are
expanding these activities in both scale and looatin addition, patients may dispose of our préslusing means we do not control. Such
activities subject us to numerous federal, statd,lacal environmental and safety laws and regutatihat govern the management, storage
disposal of hazardous materials. Compliance withecu or future environmental laws and regulatiocas require significant costs;
furthermore, we can be subject to substantial farespenalties in the event of noncompliance. Wihigebelieve we comply with laws and
regulations governing these materials, the riskaoidental contamination or injury from these miatercannot be completely eliminated.
Furthermore, once chemical and hazardous matégme our facilities, we cannot control what ourdraous waste removal contractors
choose to do with these materials. In the eveanddccident, we could be liable for substantiall damages or costs associated with the
cleanup of the release of hazardous materials.r@layed liability could exceed our resources anddbave a material adverse effect on our
business.

We may encounter substantial difficulties managingur growth relative to product demand.

We have spent considerable resources hgildlir laboratories and manufacturing facilities] &ve are currently seeking regulatory
approvals for some of our manufacturing facilitidewever, our facilities may be insufficient to négure demand for our products.
Alternatively, we may have excess capacity at aailifies if future demand falls short of our extsions, or if we do not receive regulatory
approvals for the products we intend to producauaffacilities. Constructing our facilities is exygve and our ability to satisfactorily recover
our investment will depend on sales of the prodowaufactured at these facilities in sufficienturak. If we do experience substantial sales
growth, we may have difficulty managing inventogey¢ls as marketing new therapies is complicatechanding future demand can be diffic
and uncertain.

If we need additional financing and cannot obtainti our product development and sales efforts may bkmited.

We may be required to seek additional sssiaf financing to meet unplanned or planned exiperes. Unplanned expenditures could be
significant and may result from necessary modiftret to product development plans or product affgsgiin response to difficulties
encountered with clinical trials. We may also faoexpected costs in preparing products for comraksaie, or in maintaining sales levels of
our currently marketed therapeutic products. Ifare unable to obtain additional funding on comnakcreasonable terms or at all, we may
compelled to delay clinical studies, curtail openas or obtain funds through collaborative arrangets that may require us to relinquish rights
to certain products or potential markets.

We may require additional financing to m&gnificant future obligations. For example, upoaturity or conversion of our 1.0%
Convertible Senior Notes due September 15, 20166 Zbnvertible Notes), we must repay our investorsash up to the principal balance of
$250.0 million. In addition, in certain circumstascconstituting a fundamental change under the Zaitwertible
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Notes, we may be required to repurchase the notesagh. In addition, awards granted under ouré&Sheacking Awards Plans (which v
collectively refer to as the STAP) entitle parteits to receive in cash an amount equal to thesajgtion in the price of our common stock,
which is calculated as the positive difference lestwthe closing price of our common stock on thie daexercise and the date of grant.
Consequently, our STAP will likely require signéiat future cash payments to participants to thergxhe price of our common stock
appreciates and the number of vested STAP awacdsases over time. If we do not have sufficientdiito meet such contractual obligations
or the ability to secure alternative sources ddificing, we could be in default, face litigation &omdose key employees, which could have a
material adverse effect on our business or findicoadition.

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

The price of common stock can be highlyatitd within the pharmaceutical and biotechnologgter. Consequently, there can be
significant price and volume fluctuations in therket that may not always relate to operating pentoice. The table below sets forth the high
and low closing prices for our common stock for pleeiods indicated:

High Low
January 1, 20—December 31, 201 $ 70.7C $ 37.21
January 1, 20—December 31, 201 $ 64.2¢ $ 46.2-
January 1, 20(—December 31, 200 $ 52.8¢ $ 27.8¢

The price of our common stock could decharply due to the following factors, among others

. Quarterly and annual financial resul

. Failure to meet estimates or expectations of sgéesii@nalysts

. Timing of enrollment and results of our clinicahts;

. Physician, patient, investor or public concernarding the efficacy and/or safety of products meetteor being developed by

or by others;

. Changes in, or new legislation and regulationscéffg reimbursement of, our therapeutic productdleglicare, Medicaid or
other government payers, and changes in reimburggmoécies of private health insurance companies;

. Announcements by us or others of technologicalvations or new products or announcements regaalingxisting products
. Interference in our patent or other proprietarntay

. Substantial sales of our common stock by us oeaisting shareholders;

. Future issuances of common stock by us or any atttérity which could be viewed as being dilutivedur shareholder:

. Rumors among, or incorrect statements by, investodgor analysts concerning our company, our prgdoc operations

. Failure to obtain or maintain, our regulatory apads from the FDA or international regulatory agescincluding, in particula

approval for oral treprostinil for the treatmentRAH;
. Discovery of previously unknown problems with ouanketed products or problems with our manufactyniagulatory.

compliance, promotional, marketing or sales aéégithat result in regulatory restrictions on otoducts, including withdrawal
of our products from the market;
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. Accumulation of significant short positions in asommon stock by hedge funds or other investorb®significant
accumulation of our common stock by hedge fundstloer institutional investors with investment stgies that may lead to
short-term holdings; and

. General market conditions.
We may fail to meet our own projected revenues, agell as third-party projections for our revenues or profits.

Many securities analysts publish quartarig annual projections of our revenues and prdfitaddition, we have recently begun provic
forward-looking guidance for revenues associatel wirr commercial products. Such estimates are@mitly subject to uncertainty. As a
result, actual revenues and profits may differ fithese projections, and even small variations jiomed revenues and profits compared to
securities analysts' expectations or our own ptegecevenues could have a significant impact orptiee of our common stock.

Sales or issuances of our common stock may depress stock price.

The price of our common stock could declin€l) we issue common stock to raise capitaiooacquire a license or business; (2) our
shareholders transfer ownership of our common simcgell substantial amounts in the public mark&t;our investors become concerned that
substantial sales of our common stock may occuf)owe issue shares upon the maturity of warresstsed as part of the hedging transactions
from our 0.5% Convertible Senior Notes that matune@ctober 2011. For example, Lilly has beguneib @ significant portion of our common
stock it currently holds. A decrease in the pritewr common stock could make it difficult for usraise capital or fund acquisitions through
the issuance of our stock.

In addition, the conversion of some ormdlthe 2016 Convertible Notes, when the price afemmmon stock exceeds $67.56 per share,
would dilute the ownership interests of our exigtéhareholders.

Any sales of common stock issued to holdésur convertible senior notes could adverselgdafthe prevailing market price of our
common stock or result in short selling by marlatigipants in expectation of a decline in the @ our common stock.

Our share repurchases may affect the value of theotes and our common stock.

Our Board of Directors has authorized ashepurchase program for up to $300 million of cmmmon stock through October 3, 2013
part of this broader repurchase program, we eniatedan accelerated share repurchase agreemeR) (g Deutsche Bank AG, London
Branch, an affiliate of the initial purchaser, Dsalte Bank Securities, Inc., on October 17, 2011chvis described in more detail in Note 10—
Stockholders' Equity—Share Repurchasesur consolidated financial statements includethis Annual Report on Form 10-K. We have been
advised that Deutsche Bank AG, London Branch esgpecpurchase and may sell our common stock or otheur securities in secondary
market transactions during the term of the ASRdaation. The effect, if any, of any of these tratisas and activities on the market price of
our common stock will depend in part on market é¢borals, but any of these activities could affea thalue of our common stock.

We are subject to counterparty risk with respect tothe convertible note hedge transaction and the ASRansaction.

The counterparty to the convertible notegeewe entered into in connection with the issuariarir 2016 Convertible Notes (call optiol
and the ASR is the affiliate of a financial institun, and we will be subject to the risk that sedinterparty may default under the call options
or the ASR. Our exposure to the credit risk of sootnterparty will not be secured by any collateRacent global
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economic conditions have resulted in the actuglenceived failure or financial difficulties of mafipancial institutions. If such counterparty
becomes subject to insolvency proceedings, webstbme an unsecured creditor in those proceediitgsavelaim based on our exposure at
that time under the call options or the ASR. Ouyasure will depend on many factors but, gener#tly.increase in our exposure will be
correlated to the increase in the market priceianide volatility of our common stock. In additiaupon a default by the counterparty, we may
suffer adverse tax consequences and dilution wipect to our common stock due to our obligatiotetiver shares upon conversion of the
notes. We cannot provide any assurance as torthedial stability or viability of such counterparty

Provisions of Delaware law and our amended and rested certificate of incorporation, second amendedral restated by-laws,
shareholder rights plan, 2016 Convertible Notes, dlesspread hedge transactions, ASR and employment dricense agreements could
prevent or delay a change of control or change in emagement that may be beneficial to our public shaholders.

Certain provisions of Delaware law and amrended and restated certificate of incorporaienpnd amended and restated by-laws and
shareholder rights plan may prevent, delay or disoge:

. A merger, tender offer or proxy contest;
. The assumption of control by a holder of a largeklof our securities; and/or
. The replacement or removal of current managemeoubghareholder:

For example, our amended and restatedicaté of incorporation divides our Board of Direxg into three classes. Members of each clas:s
are elected for staggered three-year terms. Thiggion may make it more difficult for shareholdéwseplace the majority of directors. It may
also deter the accumulation of large blocks of@mmmon stock by limiting the voting power of sudbdks.

Non-competition and all other restrictiv@senants in most of our employment agreementsterithinate upon a change of control that is
not approved by our Board.

We may be required to repurchase the 2@#&/€tible Notes from their holders in the evenadfindamental change and increase the
conversion rate in connection with a make wholeistdjent event in certain circumstances, includiesgange of control of our company. This
may delay or prevent a change in control of our gany that would otherwise be beneficial to our shalders.

Terminating or unwinding the call spreaddpe transactions or the ASR could require us toersakstantial payments to the counterparty
under those agreements or may increase our stamk pihe costs or any increase in stock pricerat arise from terminating or unwinding
such agreements could make an acquisition of ompeay significantly more expensive to the purchaser

Similarly, a change of control, under ciert@rcumstances, could also result in an acceateratf the vesting of outstanding STAP awards.
This, together with any increase in our stock presulting from the announcement of a change ofrofrcould make an acquisition of our
company significantly more expensive to the pureha#/e also have a broad-based change of contretasce program, under which
employees may be entitled to severance benefiteievent they are terminated without cause (or theminate their employment for good
reason) following a change of control. This progreould also increase the cost of acquiring our camyp

We enter into certain license agreemerasdinerally prohibit our counterparties to thegeaments or their affiliates from taking
necessary steps to acquire or merge with us, tirectndirectly throughout the term of these agneats, plus a specified period thereafter.
are also party to certain license agreements ésatict our ability to assign or transfer the righitensed to us to third parties, including partie
with whom we wish to merge, or those attemptingdquire us. These agreements often require thabteén the prior consent of the
counterparties to these agreements if we are cqtddimg a change of control. If our counterpartieshese agreements withhold their consent,
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related agreements could be terminated and we woskdrelated license rights. For example, botly lahd Toray have the right to terminate
our license agreements relating to Adcirca anddrest-MR, respectively, in the event of certainrafgof control transactions. These
restrictive change of control provisions could idp@r prevent mergers that could benefit our siddeins.

Because we do not intend to pay cash dividends, osinareholders must rely on stock appreciation for @y return on their investment in
us.

We have never declared or paid cash dividem our common stock. Furthermore, we do nohihte pay cash dividends in the future.
a result, the return on an investment in our comstook will depend entirely upon the future appaéon in the price of our common stock.
There can be no assurances that our common stdgirawide a return to investors.

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

Maryland—We own a 147,000 square foot comation laboratory and office building in Silver 8y, Maryland that serves as our
corporate headquarters and is used for the systbésieprostinil-based compounds and monoclon@badies. We plan to use this facility to
produce Remodulin, Tyvaso and monoclonal antiboltiesommercial use. We have substantially compl#te construction of an 85,000
square foot office building adjacent to our corpedaeadquarters. We also own several other bugdm&ilver Spring used principally for
office space, and we lease and own warehouse gpatceilver Spring.

Florida—We own an office building in SatielBeach, Florida. We lease office space in MetheuFlorida.

North Carolina—We own a 200,000 square tmwhbination manufacturing facility and office hliiig in Research Triangle Park, North
Carolina, which is occupied by our clinical resésand development and commercialization persomidelwarehouse and distribute Tyvaso
and manufacture oral treprostinil at this locatiDaring the second quarter of 2011, we began coctstn of an approximately 180,000 square-
foot expansion of this facility to meet our antigipd future needs for additional warehouse, packaaid office space. The expansion is
expected to be completed in mid-2012.

Europe-We own a 24,000 square foot building near Londorgl&nd which serves as our European headquarteral$ own a buildin
in Oxford, England. In Germany, we lease office pmtluction space from NEBU-TEC for productiontoé fTyvaso Inhalation System.

We believe that these facilities, alongwiairious other owned and leased office facilitaes, adequate for our current operations and that
additional land and facilities for future expansame reasonably available.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we may be involved iw$aits and proceedings incidental to the conduciuofbusiness. We are not a party to any
lawsuit or proceeding that, in the opinion of ouarmagement, is likely to have a material adversecefin our financial position or results of
operations.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

56




Table of Contents

PART I

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

Market Information

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 pesigutlicated:

2011 2010

High Low High Low
January —March 31 $ 695/ $ 64.2t $ 61.4¢ $ 53.27
April 1—June 3( $ 70.7C $ 53.4¢ $ 58.5: $ 48.81
July I—September 3 $ 57.3¢ $ 3747 $ 56.07 $ 46.2-
October —December 3. $ 475¢ $ 37.21 $ 64.2¢ $ 54.2¢

Number of Holders
As of February 21, 2012, there were 40 éxdaf record of our common stock.

Dividend Policy

We have never paid and have no presenttinteto pay cash dividends on our common stodkénforeseeable future. We intend to re
any earnings for use in our business operations.

Issuer Purchases of Equity Securities

Maximum Number (or
Approximate Dollar

Total Number of Value) of Shares (or
Shares (or Units) Units) That May Yet
Total Number of Average Price Purchased as Part of Be Purchased Under
Shares (or Units) Paid Per Share Publicly Announced the Plans or
Period Purchased (or Unit) Plans or Programs Programs(1)
October 1, 201—
October 31, 201 4,741,993 $ 4471 474193 $ 88,000,000
November 1
2011—
November 30,
2011 — — — 8 88,000,00
December 1, 2011-
December 31,
2011 — — — $ 88,000,00
Total 474193 $ 44.71 4,74193. % 88,000,00

(1)  As previously disclosed in our Form-Q for the quarter ended September 30, 2011, onb@ct®, 2011, our Board
Directors approved a share repurchase program rzitigpup to $300.0 million in aggregate repurclsaskour common
stock over a twarear period ending on October 3, 2013. In conngactiith the repurchase program, we acquired shdi
our common stock during October 2011 pursuant tacaelerated share repurchase transaction. Reffesten10—

Stockholders' Equity—Share Repurchasesur consolidated financial statements includethis Annual Report on
Form 1(-K for details.
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Comparison of Five-Year Total Cumulative Shareholde Return

The following chart shows the performaneerf December 31, 2006 through December 31, 20Undéd Therapeutics common stock,
compared with an investment in the stocks represeinteach of the NASDAQ U.S. Stock Market Inded #me NASDAQ Pharmaceutical
Stock Index, assuming $100 is invested in eacheabéginning of the period.

—— Linited Therapeutics Corporation
—@— Nasdaq LIS Stock Market Index
$250 _ —aik— Magdag Pharmaceutical Stocks Indax

$200 /\

A~ 7 o
\/

$100

$50

December 31, December 31, December 31, December 31, December 31, December 31,
2006 2007 2008 2009 2010 2011
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated finahciata should be read in conjunction with our otidated financial statements and the notes
accompanying the consolidated financial statemamiidtern 7—Management's Discussion and Analysis ofrigi@ Condition and Results of
Operationsincluded in this Annual Report on Form 10-K. Thetbiical results are not necessarily indicativeesiilts to be expected for future
periods. The following information is presentedhousands, except per share data.

For Years Ended December 31,

2011 2010 2009 2008 2007
Consolidated Statements o

Operations Data:
Revenue: $ 743,180 $ 592,89¢ $ 358,88( $ 272,01 $ 203,21°
Operating expense

Research and developm 180,01! 165,30¢ 120,36¢ 237,81( 82,12¢

Selling, general and administrati 156,48: 188,60t 171,89 90,21¢ 95,47¢

Cost of product sale 88,90¢ 67,67 40,86! 26,93! 19,85¢
Total operating expens 425,40: 421,58t 333,12¢ 354,95¢ 197,45¢
Operating income (lost 317,78. 171,318 25,751 (82,94 5,75¢
Total other income (expense), | (18,665 (16,167 (7,139 (1,66%) (1,819
Income (loss) from continuing

operations before income t 299,11° 155,15 18,62: (84,612 3,941
Income tax (expense) bene (81,874 (43,949 69t 34,39 7,87¢
Income (loss) from continuing

operations 217,24: 111,20t 19,31¢ (50,219 11,81%
Income (loss) from discontinue

operations, net of tax(: 62t (5,290 144 891 53€
Net income (loss $217,86¢ $ 105,91t $ 19,462 $ (49,327) $ 12,35!
Net income (loss) per common she

Basic(2) $ 3.81 $ 18¢ $ 037 $ (1.09 $ 0.2¢

Diluted(2) $ 3.67 $ 1.7¢ $ 0.3t $ (1.08 $ 0.2¢
Weighted average number of comn

shares outstandin

Basic(2) 57,16: 56,14: 53,31« 45,80: 42,44¢

Diluted(2) 59,39t 59,51¢ 56,13 45,80: 44,90:

Year Ended December 31
2011 2010 2009 2008 2007

Consolidated Balance Shee

Data:
Cash, cash equivalents &

marketable investments( $ 747,37¢ $ 759,93 $ 378,12( $ 336,31¢ $ 299,79:
Total asset 1,518,07¢ 1,431,63! 1,051,54. 874,53: 585,24
Debt 266,83! 305,96¢ 250,59¢  234,95. 192,17.
Retained earnings (defici 249,03t 31,17( (74,746 (93,927 (30,379
Total stockholders' equit 948,48 883,88 653,00¢ 555,33«  352,13:

(1)

In March 2011, we sold Medicomp, Inc., our formaetedicine subsidiary and subsequently discontiialieof our

continuing telemedicine-related activities. Accogly, the results of Medicomp, Inc., have beenudeld within
discontinued operations for each of the years pitede Refer tdNote 18— Sale of Medicomp, In¢o our consolidated
financial statements included in this Annual Report-orm 10-K for details.

(2)

Refer toNote 10—S tockholders' Equity—Earnings per Shaoeour consolidated financial statements includethis

Annual Report on Form 10-K for the computation a$ic and diluted net income per share for bothicaimg and

discontinued operations.

3)

Excludes restricted marketable investments and.:
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be readanjunction with our consolidated financial statemseand related notes to the consolidated
financial statements included in this Annual Report-orm 10-K. The following discussion containsfard{ooking statements made purst
to the safe harbor provisions of Section 21E ofSkeurities Exchange Act of 1934 and the Privatuffies Litigation Reform Act of 1995.
These statements are based on our beliefs andtakpas about future outcomes and are subjecsks &nd uncertainties that could cause
actual results to differ materially from anticipatesults. Factors that could cause or contritugith differences include those described
underPart |, Item 1A—Risk Factoiiacluded in this Annual Report on Form 10-K andéas described in other cautionary statements,
cautionary language and risk factors set forthtirendocuments filed with the Securities and Exgea@ommission. We undertake no
obligation to publicly update forward-looking statents, whether as a result of new information,reievents or otherwise.

Overview
Our key therapeutic products and productictates include:

. Prostacyclin analogues (Remod®, Tyvas®, oral treprostinil and berapro-MR): stable synthetic forms of prostacyclin,
important molecule produced by the body that hagepful effects on blood vessel health and function;

. Phosphodiesterase type 5 (PDE-5) inhibitor (Ado®ya a molecule that acts to inhibit the degradatiboyalic guanosine
monophosphate (cGMP) in cells. cGMP is activatedibyc oxide, a naturally occurring substanceha body that mediates the
relaxation of vascular smooth muscle;

. Monoclonal antibodies for oncologic applicationsh@@.18 MAb and 8H9 MADb):antibodies that treat cancer by activating the
immune system;

. Glycobiology antiviral agents:a novel class of small, sugar-like molecules li#ate shown antiviral activity in a range of pre-
clinical settings; and

. Cell-Based Therapy a cel-based product known as PLacental eXpanded (PLX§ being studied for the treatment
pulmonary hypertension.

We concentrate substantially all of ouesesh and development efforts on these key thetiggawgrams. Our lead product is Remodulin
(treprostinil) Injection (Remodulin) for the treagmt of pulmonary arterial hypertension (PAH). Theitedd States Food and Drug
Administration (FDA) initially approved Remodulin R002 for subcutaneous (under the skin) administraThe FDA subsequently broade
its approval of Remodulin in 2004 for intravenoursthe vein) use and for the treatment of patieedgiring transition from Flolan®, the first
drug approved by the FDA for the treatment of PRdmodulin has also been approved in various camtriitside of the United States. In
most of these countries, Remodulin has been apgrimreéboth routes of administration. We announceBécember 2011 that we received
regulatory approval by the French regulatory ageAggnce Francaise de Sécurité Sanitaire des ProdeitSant§ AFSSAPS) for the
intravenous use of Remodulin to treat PAH. The AKBS approval follows a review period during whichEuropean Economic Area
member nations, each of which had previously apgat@ubcutaneous Remodulin through the mutual rétogmrocess, reviewed and
endorsed the final variation assessment reporeéésby AFSSAPS, which will allow the marketing ofravenous Remodulin in those nations.
Our other commercial products include Adcirca (tafilx tablets (Adcirca) and Tyvaso (treprostifithalation Solution (Tyvaso). In May 20!
the FDA approved Adcirca, an orally administereerdpy for the treatment of PAH to which we acquitedain exclusive commercialization
rights from Eli Lilly and Company (Lilly). In Jul2009, we received FDA
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approval of Tyvaso, an inhaled therapy for thetiremt of PAH. We launched both of these produateéonmercial sale during the third
quarter of 2009. These two products enable usfes tEatments to a broader range of patients wiffersfrom PAH. In addition, we are
continuing to develop oral formulations of trepiostand beraprost-MR, both for the treatment ofHRA

We sold Medicomp, Inc., our former telenoéai subsidiary, to a group of private investordvarch 31, 2011. In addition, in June 2011,
we discontinued all of our continuing telemediciedated activities. Accordingly, the results of Ntaamp, Inc., including the gain recognized
on its disposal, have been included in discontimysatrations for each of the three years in theetlygsar period ended December 31, 2011 on
our consolidated statements of operations. Reflsiote 18— Sale of Medicomp, Into our consolidated financial statements incluaethis
Annual Report on Form 10-K for details.

Revenues

Sales of Remodulin comprise the largestesbfour revenues. Other significant sources wémees include sales of Tyvaso and Adcirca.
Sales of Tyvaso and Adcirca have continued to ggiome their commercial introduction in 2009, asheaicthese therapies has gained broader
market acceptance. We sell Remodulin and Tyvasieetunited States to our specialty pharmaceutisatidutors: Accredo Health Group, In
CuraScript, Inc. and CVS Caremark. Adcirca is $olgharmaceutical wholesalers that are part ofsilbharmaceutical wholesaler network.
We also sell Remodulin to distributors outsidehaf United States. On July 21, 2011, Express Sciipts the parent company of CuraScript,
announced the signing of a merger agreement wittichlélealth Solutions, Inc., the parent company ofrAdo. The parties announced tha
merger, which is subject to regulatory and shamdrohpprovals, is expected to close in the firfftdfa2012. Presently, we do not expect the
merger, if approved, to materially affect our besis.

We require our distributors to maintaing@aable levels of contingent inventory at all tirasghe interruption of Remodulin or Tyvaso
therapy can be life threatening. Consequently ssafi¢hese therapies in any given quarter may regtigely reflect patient demand. Our
distributors typically place monthly orders basedestimates of future demand and consideratiogsmiactual minimum inventory
requirements. As a result, sales volume of Remoduid Tyvaso can vary, depending on the timingraagnitude of these orders.

The Patient Protection and Affordable Cacg as amended by the Health Care and EducatiagorRdiation Act (collectively, the Acts)
contains broad provisions that will be implemertedr the next several years. We are continuallyuatimg the impact of the Acts on our
business; however, our evaluation is dependent tipissuance of final regulations and the implaistiegislation will have on insurance
companies and their relationships with drug martufacs.

On January 1, 2011, certain provisionshefActs that address the coverage gap in the MedRart D prescription drug program
(commonly known as the "donut hole") became eféectUnder these provisions, drug manufacturerseaqeired to provide a 50 percent
discount on branded prescription drugs to patisgtsiving reimbursement under Medicare Part D wthiégy remain in this coverage gap.
These provisions of the Acts apply to Adcirca, vhig our only commercial pharmaceutical productered by Medicare Part D.
Approximately 35 percent of our Adcirca patients eovered under Medicare Part D. The vast majofigur Remodulin and Tyvaso Medic:
patients are covered under Medicare Part B, whidsdhot contain a similar coverage gap.

We were not materially impacted by the Adiising 2010 and our revenues were reduced bythessone percent in 2011 as a result of the
Acts. However, the potential long-term impact & #hets on our business is inherently difficult tegict as many details regarding the
implementation of this legislation have not yetibdetermined. Presently, we have not identified gnoyisions that could
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materially impact our business, but will contineentonitor future developments related to this legjsn.

Total revenues are reported net of: (lijreded rebates; (2) prompt pay discounts; (3) aloses for product returns or exchanges; and
(4) distributor fees. We estimate our liability f@bates based on an analysis of historical lexfalsbates by product to both state Medicaid
agencies and commercial third-party payers relativ@les of each product. In addition, we deteenair obligation for prescription drug
discounts required for Medicare Part D patientfiwithe coverage gap based on estimations of thibauof Medicare Part D patients and the
period such patients will remain within the coveragp. We provide prompt pay discounts to custotiatspay amounts due within a specific
time period and base our estimates for prompt @godnts on observed customer payment behaviordékiee estimates relating to the
allowance for returns of Adcirca from publishedustty data specific to specialty pharmaceuticatswitl continue to do so until we have
sufficient historical data on which to base ouoatnce. In addition, we compare patient prescriptiata for Adcirca to sales of Adcirca on a
quarterly basis to ensure a reasonable relatiofmtipeen prescription and sales trends. To datdawe not identified any unusual patterns in
the volume of prescriptions relative to sales thatld warrant reconsideration of, or adjustmentte, methodology we currently employ to
estimate our allowance for returns. The allowameceekchanges for Remodulin is based on the histbrate of product exchanges, which has
been too immaterial to record. In addition, becalypeaso is distributed in the same manner and usidgtar contractual arrangements as
Remodulin, the level of product exchanges for Tgvaas been comparable to that of Remodulin andntieiate minimal exchange activity
the future for both products. Lastly, we estimastributor fees based on contractual rates forifipeservices applied to the estimated units of
service provided for the period.

Cost of Product Sales

Cost of product sales is comprised of (i9ts to produce and acquire products sold to cuestan?) royalty payments under license
agreements granting us rights to sell related priscland (3) direct and indirect distribution cdstsurred in the sale of products. We acquired
the rights to sell our commercial products throlighnse and assignment agreements with the dewslgpéhese products, as described in
Item 1—Business— Patents and Proprietary RightsThese agreements obligate us to pay royaltiestbas our net revenues from related
products. While the royalties vary by agreementpas royalties on our current commercial produtis mate of 1% to 10% of net revenues.

We synthesize treprostinil using advanecgdrimediate compounds purchased in bulk from setkdrd-party vendors that have the
capacity to produce greater quantities of thesepoamds more cost effectively than we do. Our préidagrocess has been designed to gi\
the flexibility to produce the forms of treprostinsed in Remodulin, Tyvaso, and our oral tablagdal on forecasted demand for each of these
products. We maintain inventories of these prodagtsvalent to approximately two years of expeaechand to ensure sufficient availability
of Remodulin and Tyvaso at all times. We have redunur target inventory levels from three yearsuo years in light of the recent approval
of additional production sites for Remodulin and/ago, including our own facilities which we expedi become our primary sources of
supply, as these developments have helped mitiatask of shortages of commercial drug supply.

In 2009, we amended our contract with oem@dulin manufacturer, Baxter Pharmaceutical Sahsti LLC (Baxter), to extend the
contract term through 2013. As part of that corteasendment, we agreed that Baxter will produce &tkriin in greater quantities using larg
capacity equipment. This new process and relatagbemnt will require FDA and international regulat@pproval. We are currently
conducting validation testing for the new equipmemd process. Until FDA approval of the new pro@ss equipment, Baxter will continue
produce Remodulin using the approved process anigragnt. In January 2011, we received FDA appro¥dubilant Hollister-Stier Contract
Manufacturing and Services as an additional prodfazeRemodulin in the larger
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guantities discussed above. In addition, in July12@ve received FDA approval of our NDA supplenmtentise our Silver Spring, Maryland
facility for the production of Remodulin.

European approval to produce RemoduliruatSilver Spring facility is pending. We intenduse our own facilities to produce our
primary supply of Remodulin, Tyvaso and oral treiral tablets, and we will contract with third pias to supplement our production capacity.

We acquired the rights to the Tyvaso IntiataSystem from NEBU-TEC International Med ProduEtke Kern GmbH (NEBU-TEC) in
September 2009. We currently manufacture the Tyl@salation System in Germany using labor supptigdNEBU-TEC. In addition, we
received FDA approval in December 2010 for Minneixplnc. to manufacture the Tyvaso Inhalation 8gs&nd for Quality Tech
Services, Inc. to package daily supplies. Catdirarma Solutions, Inc. continues to manufacturea$gvor us and in March 2011, we rece
FDA approval to produce Tyvaso in our Silver SpriNtaryland facility.

Operating Expenses

Since our inception, we have devoted sultistiaresources to our various research and deredopinitiatives. Accordingly, we incur
considerable costs related to our clinical triald gesearch, which are conducted both internaltiythrough third parties, on a variety of
projects to develop pharmaceutical products. We sdek to license or acquire promising technologieor compounds to be incorporated
into our development pipeline.

Our operating expenses can be materialpacted by the recognition of share-based comp@msakipense (benefit) in connection with
any stock option grants and our share tracking dywkms (STAP). STAP awards are required to be aredsat fair value at the end of each
reporting period until the awards are no longestautding. The fair value of both STAP awards andlsbption grants are measured using
inputs and assumptions that can materially imgeaetimount of compensation expense for a given ghefidditionally, some or all of the
following factors, among others, can cause subsiardriability in the amount of share-based congation recognized in connection with the
STAP from period to period: (1) changes in theg@€ our common stock; (2) changes in the numbeutdtanding awards; and (3) changes in
both the number of vested awards and the perioddsteve accrued toward vesting. Generally, owkstption grants are measured at fair
value at the date of grant and related compensgtiggtognized over the requisite service periductvtypically coincides with the vesting
period. However, in the case of options grantedutoChief Executive Officer, which vest upon isstm accordance with her employment
agreement, we recognize all compensation expensediately at the date of grant. We accrue compemsakpense for performance-related
stock option grants when we determine that it abpble that the performance criteria will be met.

Major Research and Development Projects

Our major research and development projectss on the use of prostacyclin analogues td ta&aiovascular diseases, monoclonal
antibodies to treat a variety of cancers, and dliaogy antiviral agents to treat infectious dissas

Cardiopulmonary Disease Projects
Tyvaso

The FDA approved Tyvaso for the treatmdriRAH in July 2009, and we launched the producicfammercial sale in September 2009. In
connection with the Tyvaso approval, we agreedgost-marketing requirement (PMR) and certain moatketing commitments (PMCs).
PMRs and PMCs often obligate sponsors to condudiest after FDA approval to gather additional infiation about a product's safety,
efficacy, or optimal use. PMRs are required stydidwereas PMCs are
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voluntary commitments. We are required to provite EDA with annual updates on our PMR and PMCdufeato complete or adhere to the
timelines set forth by the FDA for the PMR coulduk in penalties, including fines or withdrawalfvaso from the market, unless we are
able to demonstrate good cause for the failurestayd

In accordance with our PMR, we are enrgliiatients in a longerm observational study in the U.S. that will uraé 1,000 patient years
follow-up in patients treated with Tyvaso, and D @@tient years of follow up in control patientsewing other PAH treatments. This study
will allow us to continue to assess the safety yfago. We are currently required to submit theltesf the study by December 15, 2014.

Under the PMCs, we committed to modify jgaittr aspects of the Tyvaso Inhalation Systemp#s of these modifications, we agreed to
perform a usability analysis incorporating the easion and prioritization of user-related risk évlled by a human factors study. The
modifications and usability analysis have been detegd, and in September 2011, the FDA notifiedhas tve had fulfilled the requirements of
the PMCs.

We are in the process of finalizing theigie®f a new clinical trial aimed at securing Eueap Medicines Agency approval of Tyvaso for
the treatment of PAH. We expect the new trial Wwélconducted in patients who are either not ornpanowed background therapy (ETRA or
PDE-5 inhibitor) or are on an approved backgrouratdpy, but cannot be on dual background therapméwe than one year. The trial's
planned primary endpoint is the median changeximsnute walk distance after 24 weeks. The principanforcing secondary endpoint will be
time to clinical worsening, generally defined apdgath; (2) an unplanned hospitalization due t&iP@) initiation of prostacyclin for the
treatment of PAH; (4) a lung transplant; (5) anaheptostomy procedure, a surgical procedurehithva small hole is created between the
upper two chambers of the heart; or (6) a decrigasi&-minute walk distance of at least fifteenquart from baseline (or too ill to walk) as a
result of the progression of PAH. In order to stitally assess the secondary endpoint of timdinaal worsening, the study will continue to
enroll until a pre-specified number of events octMe plan to begin enroliment during the second ¢fa2012 and anticipate target enrollment
of approximately 800 subjects to obtain data orr@amately 256 clinical worsening events.

Oral treprostinil

In December 2006, we commenced two phasedlti-national, placebo-controlled clinical tr&abf oral treprostinil in patients with PAH
to study both safety and efficacy. The FREEDOM@l tvas a 16-week study of patients on approveddracnd therapy using a PDE-5
inhibitor, such as Revatio, or an ETRA, such a<lBex, or a combination of both. The FREEDOM-MItvieas a 12week study of patients w
are not on any background therapy.

We commenced both trials using a 1.0 mtgtabut during the open-label extension trial (@amdassociated pharmacokinetic substudy) we
discovered that treprostinil concentrations weghbr in PAH patients than in healthy individuale da the difference in overall absorption,
metabolism and excretion of the drug between theseopulations. These differences led to a nunabeiscontinuations by patients
randomized to receive the drug due to tolerabilitiated side effects, including nausea, jeain and headaches. As a result, we introduce8l
mg tablet in July 2007 and a 0.25 mg tablet in ApBD8 to enable more gradual dose titration ireotd increase dosing to a tolerable level.

In November 2008, we announced that the EHREM-C trial did not meet statistical significanfoe its primary endpoint. Analysis
suggested that the inability to dose titrate wisaing factor that suppressed the overall treattredffect. Of the 174 patients who received the
active drug, 25 patients discontinued due to aresdvevent and 33 patients who completed thewget unable to titrate their doses above 1.0
mg twice-daily.
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In June 2009, we began enrollment of o UEEROM-C 2trial, which was a 16-week study of PAH patientsaorapproved background
therapy. In this trial, patients were provided asct® a 0.25 mg tablet and doses were titrated?® fdg to 0.5 mg increments. In March 2011,
we completed enroliment of FREEDOM2@vith 313 patients, compared to a target enrolineé00 patients. In August 2011, we announced
the completion of FREEDOM-&and that the trial did not achieve statistical gigance for the primary endpoint of improvemensir-minute
walk distance at week 16. Specifically, the placebrrected median change in six-minute walk distaatoweek 16 was 10 meters (p=0.089,
Hodges-Lehmann estimate and non-parametric analf/sisvariance in accordance with the trial's greesfied statistical plan).

Enrollment in FREEDONM was initially closed in October 2008, with 171tipats enrolled in the trial. In March 2009, theA-Bpprove!
a protocol amendment to add patients to the ongeRIBEDOM-M trial. These additional patients werevided access to a 0.25 mg tablet
when beginning the trial. We completed enrolimgrfREEDOM-M in January 2011 with 349 patients, wtitle population for the primary
analysis consisting of the 228 patients who ha@éssto the 0.25 mg tablet at randomization. In 2014, we announced the completion of the
FREEDOM-M trial and that the trial met its primagdpoint of improvement in six-minute walk distamteveek 12. Analysis of the
FREEDOM-M results demonstrated that patients réegigral treprostinil improved their median siinute walk distance by approximately
meters (p=0.0125, Hodges-Lehmann estimate and amvetric analysis of covariance in accordance thightrial's pre-specified statistical
analysis plan) as compared to patients receiviaggtlo. The median change from baseline at weekat2& meters for patients receiving oral
treprostinil and -5 meters for patients receivitagcpbo. This clinical treatment effect is suppottgdther secondary efficacy endpoints
including the change in six-minute walk distanceeted at week 8 (Hodges-Lehmann estimate of +1&rme = 0.0307) and combined six-
minute walk distance and Borg Dyspnea Score rghgrtness of breath test) at week 12 (p=0.0497).

Based on the positive results achievetimttial, we submitted an NDA on December 27, 20tlle FDA has accepted the NDA for
review and has indicated the filing will be subgztto the standard 10-month review period commerftam the submission date. We have
also applied to the FDA for orphan drug designataroral treprostinil.

Although we believe oral treprostinil ispapvable on the basis of the FREEDWistudy, there can be no guarantee that our NDAbeg
approved, particularly in light of the FREEDOM-CaRREEDOM-C? studies. Furthermore, if our NDA is approved, tesuits of the
FREEDOM-C and FREEDOM-&studies may nonetheless limit our ability to marketl treprostinil in combination with other theieg and
reduce its commercial potential. Therefore, in fiareto provide clinical support for the efficacy oral treprostinil in combination with other
patients in both the FREEDOM-C and FREEDOM4@lals were not provided sufficient amounts of draprostinil over an adequate period of
time, FREEDOM-C3is intended to study the effects of oral treprastimer a longer period of time than our previotsdées and is intended to
enable patients to achieve a higher dose. We maéiZing the protocol of a new phase Ill clinicaat, FREEDOM-C2, which is described
above attem 1—Business—Products to Treat Cardiopulmonasg&ses—UT-15C Sustained Release Tablets (Oratdstapl). We currently
have no plans to apply for the approval of orgbttostinil in Europe.

Beraprost-MR

In July 2011, we entered into an exclusi#ense agreement with Toray Industries, Inc. (¥dta amend and replace our existing March
2007 license agreement regarding the developmean ofally-administered, modified release formalatdf the prostacyclin analogue
beraprost (beraprost-MR), for the treatment of PAkkms of the July 2011 license agreement did ragerrally change from the
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previous license agreement and license agreempplesnents except for a reduction in royalty rabeexchange for the reduction in royalty
rates, we agreed to pay Toray $50.0 million in équan-refundable payments over the five-year gkending in 2015. Since these payments
are non-refundable and have no contingencies athiththem, we recognized a liability and a coroesiing charge to research and
development expenses of $46.3 million during therymded December 31, 2011, which representedéisent value of the related payments
discounted by our estimated current cost of finagi.cin November 2011, we announced that a phasillbf beraprost-SR failed to meet its
primary and secondary endpoints. We and Toray coetto assess the results of the phase 1l triabamih the process of designing new trials
and dosing regimens for beraprost-MR.

Collagen Type V

Pursuant to our February 2010 developmgrgeanent with ImmuneWorks, Inc., we are develogimyrified bovine Type V Collagen
oral solution called IWO001 for the treatment objgathic pulmonary fibrosis (IPF), a progressivegldiisease characterized by abnormal and
excessive fibrotic tissue in the lungs, and pringmaft dysfunction, a type of organ rejection tbah occur in lung transplants. Human clinical
testing of IW001 has commenced, and a phase talitiial in patients with IPF is ongoing.

Cell-Based Therapy

In June 2011, we entered into a licenseamgent with Pluristem Ltd. (Pluristem) to developl @ommercialize a cebbased product for tl
treatment of pulmonary hypertension using Plurisgmoprietary cell technology. The license agregmecame effective in August 2011, at
which time we made a one-time, non-refundable payrag$7.0 million to Pluristem, $5.0 million of wth consisted of a license fee that was
charged to research and development expenses dherggarter ended September 30, 2011.

From inception to December 31, 2011, weetgpent $752.1 million on our cardiopulmonary dsgeprograms.
Cancer Disease Projects
Ch14.18 Antibody

In July 2010, we entered into a Cooperafesearch and Development Agreement (CRADA) wighNlational Cancer Institute (NCI) to
collaborate on the late-stage development and aggyl submissions of Chimeric Monoclonal Antibody, 118 (Ch14.18) for children with high-
risk neuroblastoma and patients with other formsasfcer. Ch14.18 is an antibody that has showmpatén the treatment of certain types of
cancer by targeting GD2, a glycolipid on the sugfattumor cells. Under the terms of the CRADA, N€tonducting a clinical trial in
approximately 100 patients to define more cledrly gafety and toxicity profile of Ch14.18 immunatqey in children, and we are developing
the commercial manufacturing capability for theilaody. As part of developing our commercial manufaag capability, we will need to
demonstrate comparability of our Ch14.18 to the {gfdiduced Ch14.18, which typically includes a sedéanalytical and bioanalytical assays
and human pharmacokinetics. The NCI studies, irietud previously conducted phase Ill clinical t@aid all other necessary studies suppc
by NCI, will be used as the basis for a Biologigsense Application we expect to file seeking FDAvaqval of Ch14.18 immunotherapy for 1
treatment of neuroblastoma. We have received orghag designation for Ch14.18 from the FDA and Ppeaen Medicines Agency.
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8H9 Antibody

Pursuant to a December 2007 agreementhétinorial Sloan-Kettering Cancer Center, we obtaicedain license rights to an
investigational monoclonal antibody, 8H9, for theatment of metastatic brain cancer. 8H9 is a migGé& MAD that is highly reactive with a
range of human solid tumors, including human becaincers. The 8H9 antibody is in early investigatlaievelopment for metastases that
develop in the brain from the spread of cancemnfother tissues in the body. Metastatic brain cemaee ten times more common than cancers
that originate in the brain, and prognosis for gt with metastatic brain cancers is very poothénUnited States, more than 100,000 cases of
metastatic brain cancer are diagnosed each year.

We have spent $75.0 million from inceptiorDecember 31, 2011, on our cancer programs.
Infectious Disease Projects

Pursuant to our research agreement wittuttieersity of Oxford (Oxford), we have the exchssiright to commercialize a platform of
glycobiology antiviral drug candidates in variougglinical and clinical stages of testing for theatment of a wide variety of viruses. Through
our research agreement with Oxford, we are alspatipg research into new glycobiology antiviraligrcandidates and technologies. We are
currently testing many of these compounds in pnégai studies and Oxford continues to synthesize agents that we may elect to test.

On September 30, 2011, we were awardedtgphas fixed fee contract with an aggregate valugp to $45.0 million under a Broad
Agency Announcement from the U.S. National Inséitat Allergy and Infectious Diseases for studigeded at the development of a broad
spectrum antiviral drug based on our glycobiologtnaral platform. Under the contract's base pemwddorty-two months, we will receive
$10.6 million in funding and there are eight mites-based options to expand the project and fundinigr the contract, up to an aggregate of
$45.0 million. We recognize revenue on this corittache extent of costs incurred, plus a propogte amount of fees earned.

We have spent $52.6 million from inceptiorDecember 31, 2011, on our infectious diseasgrpmos.
Future Prospects

Because PAH remains a progressive disedieuta cure, we expect continued growth in theaaed for our commercial products as
alternatives or complements to other existing aygadherapies. Furthermore, the commercial intrédo®f Tyvaso and Adcirca has enabled
us to offer products to more patients along thedomtinuum of the disease. The continued achiewémieour growth objectives will depend in
large part upon the successful commercial developwfeproducts within our pipeline. To this end, stebmitted to the FDA an NDA for oral
treprostinil in December 2011, plan to initiate@mment in the FREEDOM-G study of oral treprostinil and a new event-drivérage ||
Tyvaso study during 2012 and continue to developgrest-MR. In addition, we seek to expand theafs®ur therapies to treat patients at
earlier stages in the PAH disease progression.

Our future growth and profitability will gend on many factors including, but not limited(tb): the timing and outcome of clinical trials
and regulatory approvals, including the filing approval of our NDA for oral treprostinil, and tR&R for Tyvaso; (2) the timing of the
commercial launch of new products; (3) the pricifigand demand for our products and services; @)yeimbursement of our products by
public and private insurance organizations; (5)dabepetition we face within our industry; (6) otnildy to effectively manage our growth in
an increasingly complex regulatory environment; éfjcbur ability to defend against generic comjiitincluding the recent challenge to our
Remodulin patents by a generic drug company.
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We operate in a highly competitive marketihich a small number of pharmaceutical compaoiggrol a majority of the currently
approved PAH therapies. These pharmaceutical coiepant only possess greater visibility in the nerkbut also greater financial, technical
and marketing resources than we do. In additiceretlare a number of investigational products ie-&age development that, if approved, may
erode the market share of our existing commerbidapies and make market acceptance more diffw@chieve for any therapies we market
in the future.

Financial Position

Cash and cash equivalents and marketabéstments (excluding restricted amounts) at Decei®be2011 were $747.4 million,
compared to approximately $759.9 million as of Deber 31, 2010. The decrease of $12.6 million reduitom the principal repayment of
approximately $250.0 million upon the maturity afr®@.50 percent Convertible Senior Notes due Octtbe2011 (2011 Convertible Notes).
This decrease was substantially offset by collestiof accounts receivable and customary variamctseivolume and timing of disbursements.

Accounts receivable at December 31, 20H8k $88.7 million, compared to $73.7 million at Deber 31, 2010. The $15.0 million
increase corresponded to the increase in salasrafoanmercial products of nearly twenty percenirduthe quarter ended December 31, 2011,
as compared to the quarter ended December 31, 2010.

The $10.5 million increase in inventoryrfr&35.5 million at December 31, 2010 to $46.0 willat December 31, 2011, reflects our
projections regarding future sales.

Goodwill and other intangible assets insezgby approximately $12.2 million, from $9.9 naifliat December 31, 2010, to $22.1 millio
December 31, 2011. The increase reflects the rétogof intangible assets and goodwill in connestivith our acquisitions of Revivicor, Inc.
in July 2011 and certain assets of NEBU-TEC in Datmer 2011. For additional details, refeNote 17— Acquisitions, to our consolidated
financial statements included in this Annual Report-orm 10-K.

The increase in property, plant and equipnoé€ $60.0 million, from $306.0 million at Decemt&l, 2010 to $366.0 million at
December 31, 2011, was largely driven by our ongggionstruction projects in Maryland and North Ciwanl

The decrease in deferred tax assets oB$hblion from $214.7 million at December 31, 20t00$198.9 million at December 31, 2011
reflects largely the decrease in deductible shaseth compensation expense. Reféddite 12— Income Taxeto the consolidated financial
statements included in this Annual Report on FofaKfor details.

The increase in other non-current asse$d6f6 million from $11.1 million at December 3D1D to $27.7 million at December 31, 2011
resulted primarily from the sale of Medicomp, licMarch 2011. Refer tblote 18—Sale of Medicomp, Inc.the consolidated financial
statements included in this Annual Report on Fo@aKfor details. In addition, with the issuanceoofr 1.0 percent Convertible Senior Notes
due September 15, 2016 (2016 Convertible Note®ctober 2011, capitalized offering expenses ina@dy $4.5 million.

Accounts payable at December 31, 2011 wa@s3®million, compared to $16.1 million at DecemB#&r 2010. The increase in accounts
payable of $31.1 million was attributable to cusémynvariances in the magnitude, volume and timihgemdor invoices, particularly with
respect to construction-related invoices.

Other current liabilities decreased by 81@&illion from $126.3 million at December 31, 2010 $108.1 million at December 31, 2011.
The liability for the STAP decreased by $45.6 raillias a direct result of the decline in the priteuws common stock. This decrease was of
in part, by the following elements: (1) an increasaccruals of $6.9 million relating to estimataghstruction costs incurred for December
2011, for which vendor invoices have not yet bemeived; (2) $8.8 million
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increase associated with our royalty buy-down elilan to Toray which will be due within one yeaorit December 31, 2011, net of related
discount; and (3) an increase of $12.5 millionaires payable.

Convertible notes (current and non-curréegreased by $41.8 million, from $236.0 milliorDegcember 31, 2010 to $194.2 million at
December 31, 2011. The decrease in convertiblesmeftects the settlement of our 2011 Convertibiee, partially offset by the
$194.2 million net carrying value recognized uploa issuance of the 2016 Convertible Notes. Reféiote 8— Debtto the consolidated
financial statements included in this Annual Report-orm 10-K for details.

Other noncurrent liabilities at Decembey 3011 were $80.5 million, compared to $39.3 millat December 31, 2010. The $41.2 million
increase was largely due to the recognition ofrbie non-current portion of our royalty buy-dowrigation to Toray in the amount of
$28.3 million and a $6.5 million increase in oupplemental executive retirement plan (SERP) ohligatvhich reflects an increased numbe
SERP participants.

Additional paid-in capital increased by $B#illion from $928.7 million at December 31, 20tb0$992.7 million at December 31, 2011.
The increase consisted principally of the followglgments: (1) increases of $24.0 million and $HilBon, respectively, relating to proceeds
received from stock-option exercises and relatedéaefits; (2) an increase of $27.3 million redagd in connection with the value of the
shares we received from the exercise of a noteghedgn the conversion of the 2011 Convertible Naad (3) an increase of $27.1 million
representing the net effects of the issuance o2& Convertible Notes and related note hedgeneamchnt transactions. These increases were
partially offset by a reduction in additional paideapital of $26.2 million recognized in conneatiwith an accelerated share repurchase
transaction entered into in October 2011, as dasdnmore fully ilNote 10— Stockholders' Equity—Share Repurchmseur consolidated
financial statements included in this Annual Report-orm 10-K.

Treasury stock was $283.0 million at Deceni, 2011, compared to $67.4 million at Decen3ier2010. The increase of $215.6 million
resulted primarily from the following: (1) an inage of $185.6 million relating to the estimated ¥alue of our common stock received in
connection with an accelerated share repurchasssttéion; and (2) an increase of $27.3 milliontietato the value of the shares we received
from the exercise of a note hedge upon the corverdi our 2011 Convertible Notes.

Results of Operations
Years ended December 31, 2011 and 2010
The following table presents the componentset revenues (dollars in thousands):

For Years Ended

December 31, Percentage
2011 2010 Change

Cardiopulmonary product

Remodulin $ 430,13 $ 403,59¢ 6.6%

Tyvaso 240,38: 151,79’ 58.4%

Adcirca 70,58( 36,30 94.2%
Other 2,08¢ 1,197 74.5%

Total revenue $ 743,18 $ 592,89¢ 25.5%

The growth in revenues for the year endeddmber 31, 2011, compared to year ended Decerib2030, corresponded to the continued
increase in the number of patients being prescritbegroducts. For the years ended December 31, 20d 2010, approximately 81% and
84%, respectively, of net revenues were derivethfoor three U.S.-based distributors.
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The table below includes a reconciliatidthe accounts associated with estimated rebatespi-pay discounts, allowances for sales
returns and distributor fees (in thousands):

Year Ended December 31, 201

Prompt Pay Allowance for Distributor
Rebates Discounts Sales Returns Fees Total

Balance, January 1, 20 $ 10,50: $ 1,467 $ 482 $ 724 $ 13,17¢
Provisions attributed to sales

Current perioc 41,23 15,76¢ 92: 4,67 62,597

Prior periods 2,85 — — — 2,85:
Payments or credits attributed

sales in

Current perioc (27,739 (14,089 — (4,007 (45,829

Prior periods (12,860 (2,466 3 (662)  (14,99)

Balance, December 31, 20 $ 13,99 % 1,67¢ $ 1,40z $ 73z $ 17,80¢

Year Ended December 31, 2010
Prompt Pay Allowance for Distributor

Rebates Discounts Sales Returns Fees Total

Balance, January 1, 20. $ 495¢ % 97¢ $ 64 $ 637 $ 6,63¢
Provisions attributed to sales

Current perioc 27,02¢ 12,56: 41¢ 4,157 44,16¢

Prior periods 232 — — 232
Payments or credits attributed

sales in

Current perioc (18,259 (11,147 — (3,429 (32,829

Prior periods (3,467%) (928) — (641) (5,037)
Balance, December 31, 20 $ 10,50: $ 1,467 $ 48z % 724 $ 13,17¢

The table below summarizes research andloement expense by major project and non-projctponents (dollars in thousands):

Year Ended
December 31, Percentage
2011 2010 Change
Project and nor-project:
Cardiopulmonan $ 150,50: $ 86,16: 74.71%
Sharebased compensatic (7,999 45,87¢ (117.9%
Other 37,50¢ 33,261 12.7%
Total research and development expe $ 180,01 $ 165,30t 8.9%

Cardiopulmonary. The increase in cardiopulmonary program expen$&64.3 million for the year ended December2i,1, compare
to year ended December 31, 2010, corresponded)tan(increase of $46.1 million in expenses to gvberaprost-MR, which resulted in
large part from our July 2011 license agreementraiment with Toray; (2) an increase of $18.3 milliorconnection with other
cardiopulmonary projects, including a $5.0 millidmarge incurred in connection with the closing of icense agreement with Pluristem; and
(3) an increase of $4.2 million in expenses relaeour FREEDOM-C and FREEDOM-M clinical trials.

Share-based compensationThe decrease in shavased compensation of $53.9 million for the yeateehDecember 31, 2011, compe
to the year ended December 31, 2010, resulted them
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decrease in share-based compensation recognizedirection with the STAP as a result of the dedlineur stock price.

Other. The increase in other research and developmgrnses of $4.2 million for the year ended Decer8ibe2011, compared to the
year ended December 31, 2010, was due to an ircog&5.8 million in expenses related to our moanal antibody developmer

The table below summarizes selling, gerendl administrative expense by major categorielafdan thousands):

Year Ended December 31, Percentage

2011 2010 Change
Category:
General and administrati $ 97,78 $ 75,29: 29.%%
Sales and marketir 66,40: 46,12: 44.(%
Shar«-based compensatic (7,70¢) 67,19 (111.59%
Total selling, general and administrative expe $ 156,48: $ 188,60t 17.0%

General and administrative. The increase in general and administrative esge of $22.5 million for the year ended Decemiie2811,
compared to the year ended December 31, 2010, ivendy the following: (1) a $4.5 million increasesalaries as a result of headcount
growth; (2) a $10.6 million increase in professidiegs and other expenses related to our busiresdapment activities; (3) a $3.4 million
increase in expenses relating to our obligatiomeucontingent payouts to NEBU-TEC; and (4) a $illion increase in general operating
expenses, which corresponded to our expansion.

Sales and marketing. The increase in sales and marketing expens&2008 million for the year ended December 31, 2@binpared to
the year ended December 31, 2010, was attributalitereases of $9.8 million in salaries due toekpansion of our sales force and
$8.4 million in professional fees and expensesrigelin connection with our marketing and adventisiitiatives.

Share-based compensationThe decrease in sharased compensation of $74.9 million for the yeateehDecember 31, 2011, compe
to the year ended December 31, 2010, correspondededuction in share-based compensation recajiizeonnection with the STAP as a
result of the decline in our stock price.

Income Tax Expense.The provision for income taxes was $81.9 millfor the year ended December 31, 2011 compar$d3® millior
for the year ended December 31, 2010. The inclieabe provision for income taxes correspondedh#ihcrease in pre-tax earnings. For the
years ended December 31, 2011 and December 31, @@l€ffective tax rates were 27.4 percent an8 g8tcent, respectively. For eacl
these two years, the reduction in the effectiverta@s below the applicable statutory rates redufiéarge part from the generation of business
tax credits relating to our drug-related researath @evelopment and activities.
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Years ended December 31, 2010 and 2009
The following table presents the componehtset revenues (dollars in thousands):

For Years Ended

December 31, Percentage
2010 2009 Change

Cardiopulmonary product
Remodulin $ 403,59¢ $ 331,57¢ 21.7%
Tyvaso 151,797 20,26¢ 648.%
Adcirca 36,30" 5,78¢ 527.2%
Other 1,19: 1,24¢ 3.9%
Total revenue $ 592,89¢ $ 358,88( 65.2%

The growth in revenues experienced duridi02esulted in large part from the increase imtinaber of patients being prescribed our
products. In addition, in March and April of 2010e increased the price of Remodulin sold to our. drf8l international distributors, by
9.6 percent and 13.3 percent, respectively, amtbivember 2010, increased the price of Tyvaso b%e4Bhe impact of these price increases
for the year ended December 31, 2010, was $25I®mibf which, $25.6 million related to sales oéiRodulin. For the years ended
December 31, 2010 and 2009, approximately 84% a@@6l 8espectively, of net revenues were derived foomthree U.S.-based distributors.

The table below includes a reconciliatibthe accounts associated with estimated rebatespi-pay discounts, allowances for sales
returns and distributor fees (in thousands):

Year Ended December 31, 201

Prompt Pay Allowance for Distributor
Rebates Discounts Sales Returns Fees Total

Balance, January 1, 20. $ 495¢ $ 97¢ $ 64 $ 637 $ 6,63¢
Provisions attributed to sales

Current perioc 27,02¢ 12,56: 41¢ 4,157 44,16¢

Prior periods 232 — — 232
Payments or credits attributed

sales in

Current perioc (18,259 (11,147 — (3,429 (32,829

Prior periods (3,467) (9298 — (647) (5,032
Balance, December 31, 20 $ 10,50: % 1,467 $ 48z $ 724 $ 13,17¢

Year Ended December 31, 2009
Prompt Pay Allowance for Distributor
Rebates Discounts Sales Returns Fees Total

Balance, January 1, 20! $ 3,32¢ $ 544 $ — $ 226 $ 4,09¢
Provisions attributed to sales

Current perioc 12,15} 7,41¢ 64 1,70z 21,33¢

Prior periods — — — — —
Payments or credits attributed t

sales in

Current perioc (6,350 (6,435) — (1,199 (13,979

Prior periods (4,179 (544) — (98) (4,81¢)
Balance, December 31, 20 $ 4,95¢ $ 97¢ $ 64 $ 637 $ 6,63¢
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The table below summarizes research andlolement expense by major project and non-proj@eiponents (dollars in thousands):

For Years Ended

December 31, Percentage
2010 2009 Change
Project and nor-project:
Cardiopulmonan $ 86,16: $ 61,57« 39.9%
Shar-based compensatic 45,87¢ 36,29« 26.2%
Other 33,261 22,50( 47.%%
Total research and development expe $ 165,30t $ 120,36¢ 37.52%

Cardiopulmonary. The increase in cardiopulmonary expenses of6d2Mllion for the year ended December 31, 201@pared to the
year ended December 31, 2009 was driven by thewiolg: (1) an increase of $12.8 million in expensesirred in connection with ol
FREEDOM-M and FREEDOM-Ephase Il clinical trials; (2) an increase of $1@8lion in expenses related to our developmertierprost-
MR, which includes $9.0 million in milestone reldtexpenses; and (3) an increase of $4.9 milliariuding $3.0 million in milestone
payments to ImmuneWorks, Inc. for the developmérat ©ype V Collagen oral solution which began iri@0These increases were offset, in
part, by a $5.9 million decrease in expenditurésted to our inhaled treprostinil program.

Share-based compensationThe increase in share-based compensation exjpéi$9.6 million for the year ended December 31X
compared to the year ended December 31, 2009,eattributed to our STAP awards as a result ofrtbeease in our stock price.

Other. The increase of $10.8 million in other reseaant development expenses during the year endeghiiter 31, 2010, compared
those for the year ended December 31, 2009, resiutien an increase in personnel, depreciation aethead costs supporting our research
because 2010 was the first full year of operatminsur new facilities in North Carolina and MarythrResearch and development expenses for
our individual disease platforms include only dtrlabor and related direct costs.

The table below summarizes selling, geremdl administrative expense by major category édoih thousands):

For Years Ended

December 31, Percentage
2010 2009 Change
Category:
General and administratiy $ 7529 $ 67,01 12.4%
Sales and marketir 46,12 40,74¢ 13.2%
Shar«-based compensatic 67,19: 64,13¢ 4.8%
Total selling, general and administrative expe $ 188,60t $ 171,89 9.7%

General and administrative. During the year ended December 31, 2010, geardaadministrative expense increased $8.3 million
compared to the year ended December 31, 200%hddiotlowing reasons: (1) increases of $4.5 millzomd $3.8 million in personnel and
depreciation, respectively, relating to the operatiof our facilities in Maryland and North Caraljrwhich were in operation for a full year for
the first time in 2010; and (2) an increase of $8ilion in grants to unaffiliated, not-for-profitrganizations that provide therapy-related
financial assistance and programs to patients $affédrom PAH. These increases were offset, in,g@rta decrease in impairment charges of
$5.1 million.
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Sales and marketing. The increase in sales and marketing expensgs.4fmillion for the year ended December 31, 2@bdpared to
the year ended December 31, 2009, related to iseseaf $4.4 million in payroll-related expenses assult of the growth of our sales force.

Share-based compensationThe increase in share-based compensation dfrflion for the year ended December 31, 2010, pared
to the year ended December 31, 2009, can be a#dtia our STAP awards.

Income Tax Expense.The provision for income taxes was $43.9 millfor the year ended December 31, 2010. For thegreded
December 31, 2009, we recognized an income taxfiben&695,000 as a result of the business taglitseyenerated from our drug-related
research and development activities.

Liquidity and Capital Resources

We have funded our operations principailptigh sales of our commercial products and, fiome-to-time, other third-party financing
arrangements. We believe that our current liquiditsufficient to fund ongoing operations as demianadur commercial products is expected
to grow. Furthermore, our customer base remairidestand, we believe, presents minimal credit ridtwever, any projections of future cash
flows are inherently subject to uncertainty. To pemsate for such uncertainty, we may seek otheceswf funding in the future and believe
we have the ability to do so. Skem 1A—Risk Factors—We have had periods in whe&meurred losses and may not maintain profitailit
andltem 1A—Risk Factors—We may fail to meet our owjepted revenues, as well as third-party projediéor our revenues or profits

Operating Cash Flows and Working Capital

Net cash provided by operating activitiesv$250.2 million for the year ended December 8112compared to $211.5 million for the
year ended December 31, 2010. The increase intapgeash flows of $38.7 million was driven by iaases of $112.0 million in net incor
and $37.0 million in non-cash license fees to Tofdese increases were offset in part by a $124dlibmreduction in share-based
compensation.

At December 31, 2011, we had working capt£$349.9 million, compared to $335.8 million&cember 31, 2010. The increase in
working capital at December 31, 2011 of $14.1 wrillresulted from the decrease in the current podfaconvertible notes of $236.0 million,
offset by a corresponding decrease in cash andezpsiialents and short-term investments of $223l6om These decreases reflect in large
part the impact of the maturity and conversionhef 2011 Convertible Notes.

We have not entered into any short-termmdweing arrangements to fund our working capitaluiegments and have no current plans to do
so. Debt that has been classified as current setatthe portion of long-term financing arrangersehat will be due within one year.

In addition, at December 31, 2011, we hagtaximately $343.5 million of longerm (meaning the security will mature more thae gea
from December 31, 2011) marketable securitiesdbald be liquidated if necessary to fund our openst

Lastly, there were approximately 5.1 millivested stock options outstanding at Decembe2(@ll1, with a weighted average exercise
price of $36.79 per share. These vested stockmptibexercised, would provide us with additiohauidity.

Construction Projects

During the second quarter of 2011, we beganstruction to expand our facility in Researclaigle Park, North Carolina (RTP Facility).
The expansion of our RTP Facility is intended tovite
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additional warehousing, packaging and office sga@ccommodate projected growth. We expect to cetapghe approximately 180,000
square-foot expansion in mid-2012 at an anticipatedd of $74.0 million, which includes constructi@guipment and other related costs. In
June 2011, we amended a January 2011 construcaoagement agreement with DPR Construction (DPR)dweide that construction costs
cannot exceed a guaranteed maximum price, whictiriently set at $50.6 million. DPR will be respitates for any cost overruns that are in
excess of the guaranteed maximum price. If thenalt® cost of the project is less than the guardneexiimum, we will share a portion of the
savings with DPR. In addition, DPR must pay usitiqted damages in the event that construction babeen substantially completed by June
2012. Both the guaranteed maximum price and thstantial completion date remain subject to furttfeange in the event of any agreed-upon
changes to the scope of work.

In September 2010, we began the constructi@n office building to serve as an extensioouwf Silver Spring facilities. We anticipate
total project costs of approximately $58.0 milliovhich includes the costs of construction and othkted costs, and expect to complete this
office facility during the first quarter of 20121 March 2011, we entered into an agreement with BPRanage this construction project.
Under the terms of the agreement, constructiorsamsitnot exceed a guaranteed maximum price of@pmately $45.3 million, which is
subject to change based on agreed-upon chandes sadpe of work. DPR will be responsible for canvgrany cost overruns that are in excess
of the guaranteed maximum price. If the ultimatstad the project is less than the guaranteed maminwe will share a portion of the savings
with DPR.

During the year ended December 31, 2011speat approximately $43.1 million related to thesmstruction projects.
Share Tracking Award Plans

Awards granted under the STAP entitle pgo#ints to receive in cash the appreciation incommon stock, which is calculated as the
increase in the closing price of our common stostkvieen the date of grant and the date of exeispending on the future price movements
of our common stock, cash requirements associaitbdive exercise of awards could be significant. Weerporate anticipated cash
requirements under the STAP into our operating btglgnd have modified the metrics used in detengittie number of awards to be granted
in order to decrease the size of individual gramt$ebruary 2012, we increased the number of ablglSTAP awards by 2.0 million awards,
primarily to accommodate anticipated grants undedang-term incentive bonus and compensation glaing 2012.

Convertible Notes
2011 Convertible Notes

In October 2006, we issued at par valued¥2illion 2011 Convertible Notes which matured@ctober 15, 2011. Upon maturity, the
aggregate conversion value, which was determined ttne consecutive twenty trading-day period bagimon October 17, 2011was
$277.3 million. Accordingly, we paid the note haisiéhe outstanding principal amount of the notéasliteg $250.0 million in cash and issued
650,827 shares of common stock for the remainimgexgate conversion value.

2016 Convertible Notes

On October 17, 2011, we issued at par $280lion of 2016 Convertible Notes. We receivedi$5 million in net proceeds from the
offering after deducting fees paid to the initiakghaser (Deutsche Bank Securities, Inc.) and fiaring expenses. We used the net procee
fund: (1) an accelerated share repurchase transattia cost of $212.0 million as describedlste 10—Stockholders' Equity—Share
Repurchass;, and (2) the convertible note hedge and warramitstactions at
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a net cost of $33.3 million, as describedNiote 8—Debt—Convertible Note Hedge and Warrant Jaationsto our consolidated financial
statements included in this Annual Report on FofakK1

Terms of the 2016 Convertible Notes aresaritially similar to those of the 2011 Convertibletes. Interest will be payable semi-

annually, in arrears, on March ¥5and September 1% of each year. The initial conversion price is $87per share and the number of shares
of our common stock underlying the debt is appratety 5.2 million shares.

Conversion can occur: (1) any time aftereli5, 2016; (2) during any calendar quarter thiédws a calendar quarter in which the price
our common stock exceeds 130% of the conversiae for at least 20 days during the 30 consecutadirig-day period ending on the last
trading day of the quarter; (3) during the ten eansive trading-day period following any five cong#ve trading-day period in which the
trading price of the 2016 Convertible Notes is lss1 95% of the closing price of our common stoektiplied by the then current number of
shares underlying the 2016 Convertible Notes; ponuspecified distributions to our shareholderyjrfsconnection with certain corporate
transactions; or (6) in the event that our comntonksceases to be listed on the NASDAQ Global $é¥srket, the NASDAQ Global Market,
or the New York Stock Exchange, or any of theipezgive successors.

Upon conversion, holders of our 2016 Cotibkr Notes are entitled to receive: (1) cash etmhe lesser of the principal amount of the
notes or the conversion value (the number of shamderlying the 2016 Convertible Notes multipligdthe then-current conversion price per
share); and (2) to the extent the conversion vakeeeds the principal amount of the notes, shdresracommon stock. In the event of a
change in control, as defined in the indenture umdech the 2016 Convertible Notes have been issh@ders can require us to purchase &
a portion of their 2016 Convertible Notes for 1@&¥qent of the principal amount plus any accruedwarghid interest.

Mortgage Financing

In December 2010, we entered into a Crkdieement with Wells Fargo Bank, National Associat{\Wells Fargo) and Bank of America,
N.A., pursuant to which we obtained $70.0 milliondiebt financing. The Credit Agreement has a -eight month term maturing in December
2014 and is secured by a first mortgage lien orRUP Facility and our Silver Spring facility. Anrlyaincipal payments will be based on a
twenty-five year amortization schedule using adixate of interest of 7.0 percent; accordinglynaturity, we will owe the remaining principal
balance of approximately $66.6 million. Outstandifglpt will bear a floating rate of interest per ammbased on the one month London
Interbank Offer Rate (LIBOR), plus a credit spre&@.75 percent, or approximately 4.0 percent d3exfember 31, 2011. Alternatively, we
have the option to change the rate of interestgdthon the loan to 2.75 percent plus the greatdipiVells Fargo's prime rate, or (2) the
federal funds effective rate plus 0.05 percen{3pLIBOR plus 1.0 percent. The Credit Agreemesbglermits prepayment of the outstanding
loan balance in its entirety at specified intervalse prepayment premium is initially 1.5 percérihe debt is prepaid within the first six-
months of the term and declines in 0.5 perceneiments at each successive six-month interval $iattthere is no premium if the loan is
prepaid after June 2012.

The Credit Agreement subjects us to thiefaohg financial covenants: (1) a maximum consdkdbleverage ratio of 2.5:1.00, calculated
as the ratio of our consolidated indebtedness tm&Glidated EBITDA", which is defined as consol@tahet income, adjusted for the follow
as applicable: (i) interest expense; (i) incometa (iii) non-cash license fees; (iv) depreciation amortization; (v) impairment charges; and
(vi) share-based compensation (stock option andeshacking award expense), to be measured agdash day of each fiscal quarter on a
rolling four quarter basis; and (2) minimum liguidof no less than $150.0 million. Under the Credireement, minimum liquidity is defined
as the sum of our cash and cash equivalents, gufsir value of our
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marketable investments as of the last day of alfigaarter less the sum of indebtedness that mawithin the next twelve months and the
liability related to vested STAP Awards in exce$%0.0 million. In addition, the Credit Agreemesutbjects us to various customary negative
covenants. As of December 31, 2011, we were in tiamge with the preceding covenants.

Toray License Obligations

Pursuant to a March 2007 amendment toioense agreement for the development of berapréstsvk issued 400,000 shares of our
common stock to Toray. Terms of these outstandiages give Toray the right to request that we relfpase these shares at their issuance price
of $27.21 per share upon 30 days prior writtenasotrhe July 2011 amendment to the license agresraeied forward the original terms
relating to these shares. To date, Toray has rndtatbus that it intends to require us to repusehthese shares.

As part of the July 2011 amendment to memise, we agreed to pay Toray $50.0 million inadguon-refundable payments over a five-
year period ending in 2015 in exchange for a reédndh royalty rates. As of December 31, 2011,dhéestanding balance of this obligation v
$40.0 million.

Obligations Under License Agreements

Under our existing license agreements, igeohligated to make royalty payments at a ratemfpercent of the net sales of Remodulin and
Tyvaso once annual combined net sales of theseipt®dxceed $25.0 million. In addition, we payy #l five percent royalty on net sales of
Adcirca.

We have entered into other license rightargements under which we are required to makestoihe payments upon the achievement of
certain developmental and commercialization objestiand royalty payments upon the commercializasfarlated licensed technology.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet amaramts within the meaning of Item 303(a)(4) of Ratjon S-K.
Contractual Obligations

At December 31, 2011, we had the followdogtractual obligations (in thousands):

Payments Due by Period

Less than More than

Total 1 year 1-3 Years 3-5 Years 5 Years
2016 Convertible Notes(: $ 250,00( $ — $ — $ 250,000 $ —
Mortgage Loans(2 72,65¢ 1,20¢ 67,91« 3,53: —

Obligations under construction

commitments(3 93,00¢ 93,00¢ — — —
Operating lease obligatiol 19,29¢ 3,30¢ 6,097 5,66¢ 4,22¢
Obligations under the STAP(. 55,47 55,28: 13C 65 —
Obligations under the SERP( 32,95: — — 21,14: 11,81(
Purchase commitmen 52,07« 22,07 20,00( 10,00( —

Milestone payments and contingt
payments under acquisition
agreements(€ 27,62¢ 7,031 3,81« 10,49: 6,291

Total(7) $ 603,090 $ 181,90¢ $ 97,95¢ $ 300,90( $ 22,32

(1)  Assumes payment of the principal balance of thes2Ddnvertible Notes, which is to be repaid in cadhoccur at the
contractual maturity dat
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2) Includes a $70.0 million mortgage loan which camégirepayment provisions. The timing of relatedi@pal payments
assumes that the prepayment option will not becés@al during the term of this loan.

3) Represents total budgeted expenditures for ourtiegri®mn projects, including amounts that are nuder contractual
commitments at December 31, 2011.

4) Estimated based on the intrinsic value of outstagn@TAP awards expected to vest as of Decemb&(31l,, assuming
that awards will be exercised immediately uponingstRefer toNote 7— Share Tracking Award Plarte our
consolidated financial statements included in Angual Report on Form 10-K for further details.

(5) Consists of actuarially derived, estimated futuagquts of benefits. Refer tdote 13— Employee Benefit Plans—
Supplemental Executive Retirement Ftaiour consolidated financial statements includethis Annual Report on
Form 10-K for comprehensive disclosures.

(6) Based on our estimates of the timing and probghilfitachieving milestones specified under our wasiticense
arrangements and paying out contingent considerascspecified in our acquisition agreements.

(7)  As of December 31, 2011, we had $1.7 million ofasmgnized tax benefits. The contractual obligatidieslosed above
exclude these amounts due to the uncertainty sadinog the amounts and timing of future payme

Summary of Critical Accounting Policies and Estimags

We prepare our consolidated financial shatets in conformity with generally accepted accmgnprinciples in the United States (GAA
GAAP requires that we make estimates and assungptia affect the amounts reported in our constdififinancial statements. As additional
information becomes available, these estimatesaasdmptions can change and impact amounts reportied future. We have identified the
following accounting policies, which require theeusf our judgment and estimation in their applmatiwe consider these policies to be crit
because of the degree of judgment that is inhénethieir application.

Revenue Recognition
Remodulin and Tyvaso

We sell both Remodulin and Tyvaso to owcsaty pharmaceutical distributors under similanttactual arrangements. Sales of
Remodulin and Tyvaso are recognized when titlereakdof ownership pass to our distributors upoiisgattory delivery to our distributors'
facilities—i.e., when all of our performance obligas under these distributor arrangements have batsfied. We record sales of Remodulin
and Tyvaso net of: (1) estimated rebates, (2) ptgrapment discounts and (3) service fees to odriloigors. Calculating these sales
allowances involves the use of significant estimated judgment and information from external sosirce

We derive our provisions for rebates framaaalysis of historical levels of rebates to &ttdte Medicaid agencies and commercial third-
party payers by product, relative to sales of gaoduct. In formulating our estimates, we also @brsthe impact of anticipated changes in
product sales trends and government rebate progpartgcularly as they relate to eligibility regeinents and/or rebate pricing. We analyze
rebate data separately for Remodulin and Tyvasthes® therapies have been developed to treat Riéiehts at different stages in the disease
continuum and therefore, rebate eligibility anctppry requirements can differ for each therapy.

We estimate prompt pay discounts basedosereed payment behavior. Our distributors havémely taken advantage of these discounts
and we expect them to continue to do so.
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We pay our distributors for contractuahéees rendered and base related provisions onaaatt rates applied to the estimated units of
service provided by distributors for a given finehceporting period.

Our distributors do not have return rightsyever, we provide exchange rights in the evest product is damaged during shipment, or
expires. Exchanges for damaged product are higiflgquent. In the event that Remodulin or Tyvase teen damaged during shipment and
we have been promptly notified as required undemdaiributor arrangements, we do not recognizemee on that shipment until damaged
product has been replaced. Replacement generallyowithin several days after we are notifiedh&f tamage. Furthermore, the number of
product exchanges due to expiration has been mitiet@ause we sell Remodulin and Tyvaso with a remgishelf life in excess of one year
and our distributors typically carry a 30- to 60¢dapply of our products at any given time. In éiddi, we do not require, nor do we provide
incentives for our distributors to assume inventemels of Remodulin or Tyvaso beyond what wouldcbasidered reasonable and customary
in the ordinary course of business and closelktiagentory levels in the distribution channels.

The financial effects of exchange rightsRemodulin have been immaterial and we expectdhane of exchanges to be consistent with
historical levels. Specifically, Remodulin exchasdmve comprised substantially less than one peoé¢he volume of vials that we sell.
Because historical and anticipated future exchanf®emodulin have been, and are expected to beaterial, we do not record a reserve for
estimated exchange rights in the period of salehEtmore, because Tyvaso is distributed in theesar@nner and under similar contractual
arrangements as Remodulin, the level of produdtaxges for Tyvaso has been, and is expected tdrrectenparable to that for Remodulin.
Accordingly, we have not recognized a reserve ficgated future exchanges of Tyvaso. Lastly, ves&ly monitor exchange data for both of
these therapies to ensure that our assumptionsuoerb be reasonable, appropriate and current.

Adcirca

Adcirca is manufactured for us by Eli Lisynd Company (Lilly) and distributed through Liflypharmaceutical wholesaler network.
Specifically, Lilly handles all of the administraéi functions associated with the sale of Adcircaonbehalf, including the receipt and
processing of customer purchase orders, shipmehdaifca to customers, and the invoicing and ceitecof customer payments. In addition,
sales terms for Adcirca include return rights @isetend throughout the distribution channel. We gaize sales of Adcirca on a gross basis (net
of allowances) upon delivery to customers due ¢éofthiowing factors: (1) we are responsible for #ueeptability of the product purchased by
wholesalers; (2) we bear all inventory risk, deg ti#nd risk of loss pass to us at the shippingtgfosm Lilly's manufacturing facility; (3) we
assume credit risk if Lilly is unable to collect anmts due from customers; and (4) we assume thaunid cost of a product recall, if required.

We recognize sales of Adcirca net of: @t)reated rebates (including discounts required uiMbglicare Part D); (2) prompt pay discou
(3) allowances for product returns; and (4) whdkssfees. We estimate our liability for rebatesdzhen an analysis of historical levels of
rebates to both Medicaid and commercial thgedty payers. In addition, we determine our oblaafor prescription drug discounts required
Medicare Part D patients within the coverage gegeflan estimations of the number of Medicare Paratients and the period such patients
will remain within the coverage gap. We base otimestes for prompt pay discounts on observed custgrayment behavior and expectations
regarding the future utilization of such discoumé& derive estimates relating to the allowancedturns from published industry data specific
to specialty pharmaceuticals and will continue @osd until we have sufficient historical data oniehhto base our allowance. In addition, we
compare patient prescription data for Adcirca tesaf Adcirca on a quarterly basis to ensure aaeable relationship between prescription
and sales trends. To date, we have not identifigduausual patterns in the volume of prescriptiaiative to sales that would warrant
reconsideration of,
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or adjustment to, the methodology we currently empb estimate our allowance for returns. Lastlizplesaler fees are based on contractual
percentages of sales to wholesalers.

Share-based Compensation

Our share-based awards are classifiedlasreiquity (stock options) or as liabilities (STARards), and we recognize related share-basec
compensation expense based on the fair value adawd/e estimate the fair value of all share-baseards using the Black-Scholes-Merton
valuation model. Valuation models, like the Blaak8lesMerton model, require the use of subjective assiomgptthat could materially impa
the estimation of fair value and related compensatixpense to be recognized. These assumptionsléa@mong others, the expected vola
of our stock price, the expected term of awardsthadkxpected forfeiture rate. Developing thesaragsions requires the use of judgment.

Marketable Investments

Substantially all of our marketable secdesitare classified as held-to-maturity. For matiletégnvestments in which the fair value is lower
than the carrying value, we periodically review ez related impairments of these securities drerahan temporary. This review requires us
to make judgments, particularly as they relatg1pthe extent and duration of a decline in the ¥alue of a security; (2) the probability, extent
and timing of a recovery of a security's value;d8) assessment as to whether it is more likely tiat that we will be required to sell a sect
prior to recovery of its amortized cost; and (4) estimation of the present value of the cash flaxgsvould expect to collect that are
attributable to an impaired debt security to deteenwhether a credit loss exists. The scope ofah#duation requires forward-looking
assessments pertaining to a security and the rdléwancial markets, an issuer's financial conditand business outlook, and our estimatic
the value of cash flows we would expect to colfemti an issuer upon maturity of an impaired seguficcordingly, we must make
assessments regarding current conditions and feteets, which involve a considerable degree oétamty and judgment. When we
determine that the decline in value of a secustgther than temporary, we are required to recegthie credit loss portion as a charge within
our consolidated statement of operations.

In addition, we classify certain marketaibleestments as held-to-maturity because we beli/@ave the positive intent and ability to
hold related securities until they mature. Thisassn requires us to make forward-looking judgnseneigarding our future cash flow
requirements relative to the maturity dates of ssexturities. To reduce the level of uncertaintyeisged in making this determination, we
invest in debt securities that mature within twarnge

Fair Value Measurements

We are required to disclose assets anditied subject to fair value measurements withispacified fair value hierarchy. The fair value
hierarchy gives the highest priority to fair valmeasurements based on unadjusted quoted pricetva markets for identical assets or
liabilities (Level 1 measurements) and the lowegirfty to fair value measurements derived throtiggh use of unobservable inputs (Level 3
measurements). Assets and liabilities are clasgisifi¢hin the fair value hierarchy, in their entiyebased on the lowest level input that is
significant to the related fair value measuremBetermining where a particular asset or liabiliysgld be disclosed within the hierarchy
involves judgment regarding the significance ofutgprelative to a fair value measurement and whecé inputs lie within the hierarchy.
Furthermore, assets and liabilities that are ntively traded may have little or no price transpanse As such, estimating the fair value of
Level 3 assets and liabilities involves the ussighificant subjective assumptions that we belieagket participants would consider in prici
We often employ a discounted cash flow model tp sl estimate the fair value of our Level 3 asartkliabilities. Inputs to the model that
involve a significant degree of judgment
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include estimating the amounts and timing of expgcash flows and determining a suitable discoatet r
Income Taxes

Income taxes are accounted for in accorelarith the asset and liability method. Accordinglgferred tax assets and liabilities are
recognized for the future tax consequences ataiilatto differences between the financial staternamnying amounts of existing assets and
liabilities and their tax bases. Deferred tax asaetl liabilities are measured using the enactehtas that are expected to apply to taxable
income in the years in which those temporary défifees are expected to be recovered or settledrrBéfiax assets are reduced by a valuation
allowance when, in our opinion, it is more likehah not that some or all of the deferred tax asgiitsot be realized. Evaluating the
realizability of deferred assets requires us téesg\forecasts of earnings and taxable income, anatimgr considerations. Accordingly, the
evaluation process as it relates to the realizghifi deferred tax assets requires us to makefggnt judgments and forward-looking
assessments regarding the amounts and availatfiliture taxable income.

Financial statement recognition of a tagifion taken or expected to be taken in a tax reimdetermined based on a more likely than not
threshold of that position being sustained. Iftdpe position meets this threshold, the benefitdadrognized is measured as the largest amoun
that is more than 50 percent likely to be reali@pdn ultimate settlement. Accounting for uncertaix positions involves considerable
judgment in assessing the future tax consequeriG@aaunts that have been recognized in our findstédements or tax returns. The ultim
resolution of uncertain tax positions could regulhmounts different from those recognized in aumaolidated financial statements.

Intangible Assets and Goodwill

In connection with transactions that weoatt for as business combinations, we typicallpgmize intangible assets, based on their
acquisition-date fair value, and goodwill, represemnthe excess of the fair value of the considenatransferred, over the estimated fair value
of assets acquired and liabilities assumed. Meaguhie acquisition-date fair value of intangiblsets involves the use of significant judgment
and estimates with respect to determining, amohgrdhputs: (1) the timing and amounts of cash §@nd operating profits for potential
product candidates; (2) the timing and probabdityegulatory approvals for product candidates unid®elopment; (3) the useful lives of
potential product candidates; and (4) approprigeadint rates.

We are required to test goodwill and indigé-lived intangible assets for impairment annual more frequently if impairment indicators
exist. Evaluating goodwill for impairment requijesigment particularly as it relates to determinting fair value of a reporting unit to which
goodwill has been assigned. We often use a disedw#sh flow model to test goodwill for impairmenmhich involves the use of significant
and subjective inputs. Inputs requiring our judgtriralude, among others, the estimation of the am®and timing of future cash flows, futi
growth rates and profitability of a reporting ur@hanges in our business strategy or adverse chamgearket conditions could impact
impairment analyses and require the recognitioanofnpairment charge equal to the excess of thgingrvalue of goodwill over its implied
fair value.

We also test our amortizable intangibleetssfor impairment when conditions suggest thattreying value of intangible assets may not
be recoverable. Evaluating intangible assets fgainment requires judgment, particularly in deterimg the undiscounted cash flows used in
evaluating recoverability. Such projections reqdiimavard-looking assumptions that may include fatgrowth rates and profitability of
business activity. Changes in our business strategglverse changes in market conditions could anipapairment analyses and require the
recognition of an impairment
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charge equal to the extent that undiscounted dagls fare less than the carrying value of an intalegasset.
Pension Benefit Obligation

Accounting for our SERP requires that weogmize on our consolidated balance sheet a kpleitjual to the unfunded status of the SERP
(equal to the projected benefit obligation, as wendt fund the SERP) and measure our projectedfibebégation as of the end of our fiscal
year. Estimating the SERP obligation involves the af judgment and estimates. The SERP obligatidirelated pension expense are der
from actuarial valuations that are developed usimymber of assumptions. A key assumption to theatian is the discount rate. The discount
rate should be representative of the rate assdoretl high-quality, fixed-income debt securiti&¥ith the overall economic downturn and the
tightening of the credit markets that began in 200&rest rates, in general, have declined. Wet mwssider these economic factors when
determining an appropriate discount rate to empBonsequently, the discount rate we use to measurebligation has decreased. Changes in
the discount rate can significantly increase orelese our SERP obligation. For instance, a reduaithe discount rate would increase our
projected benefit obligation and result in an adtddoss. Consequently, we could be required tmgaize additional pension expense on our
consolidated statements of operations relatedet@adiuarial loss in future periods if certain thieds are met. Other actuarial assumptions
include participant demographics such as the erpaette of salary increases and withdrawal ratesng other factors. Actual experience may
differ from actuarial assumptions. Changes in dnhese assumptions can also affect the measureshém SERP obligation.

Recently Issued Accounting Standards

In September 2011, the Financial AccounStandards Board (FASB) issued Accounting Standdpdiate (ASU) No. 2011-08,
Intangible—Goodwill and Other (Topic 350)—Testing Goodwitllfopairment(ASU 2011-08). ASU 2011-08 gives reporting entities
option to assess qualitative factors to determihetier it is more likely than not that the fairualof a reporting unit is less than its carrying
value. If the "more likely than not" threshold istmmet, then the two-step impairment test wouldbetequired. ASU 2011-08 also includes
examples of factors that entities should considegmperforming qualitative assessments that sugersevious examples included under
Accounting Standards Codification Topic 350 of airistances entities should consider when testingwiidor impairment between annual
tests. ASU 2011-08 will be effective for annual simment tests performed for fiscal years beginrifigr December 15, 2011. We do not
expect the adoption of ASU 2011-08 to have any thpa our consolidated financial statements.

In June 2011, the FASB issued ASU No. 2031Comprehensive Income (Topic 220)—Presentation aifehensive Income
(ASU 2011-05). ASU 2011-05 eliminates the optioptesent the components of other comprehensiveriaas part of the statement of
changes in stockholders' equity. Instead, ASU 208 tequires entities to report all non-owner charigestockholders' equity in either a single
continuous statement of comprehensive income, twanseparate, but consecutive statements. ASU-281does not change the items that
must be reported in other comprehensive incomehan an item must be reclassified to net incom&doember 2011, the FASB issued
ASU 2011-12 Comprehensive Income (Topic 220):Presentation eh@ehensive Income—Deferral of the Effective DatéA\mendments to
the Presentation of Reclassifications of Items @utccumulated Other Comprehensive Income in AdemgiStandards Update No. 2011-05
(ASU 2011-12). ASU 2011-12 defers indefinitely piaons contained in ASU 2011-05 that revise exgsfinesentation requirements for
reclassification adjustments from comprehensiverime as the FASB deliberates this issue at a fulate. During the deferral period, report
entities will continue to follow existing guidanoader ASC Topic 220Comprehensive Incomevith respect to the disclosure of
reclassifications adjustments. Both
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ASU 2011-12 and ASU 2011-05 are effective for figegars, and interim periods within those yeargifnging after December 15, 2011 and
ASU 2011-05 requires retrospective application.eDthan the presentational changes to our bas&ntidated financial statements that will be
required under ASU 2011-05, the adoption of ASUI20% is not expected to have any impact on ouraateted financial statements.

In May 2011, the FASB issued ASU 2011Bdir Value Measurement (Topic 820)—Amendments kiefke Common Fair Value
Measurement and Disclosure Requirements in U.S.Fa#l IFRS(ASU 2011-04). ASU 2011-04 amends certain fair ggtinciples to
improve comparability between GAAP and Internatldfiaancial Reporting Standards regarding fair ealieasurements and disclosures. In
addition, ASU 2011-04 requires entities to discl@aong others: (1) quantitative information altbiet significant unobservable inputs used
for Level 3 measurements; (2) qualitative inforroatiegarding the sensitivity of Level 3 measureménmichanges in related unobservable
inputs; and (3) the amounts of any transfers batvi@wels 1 and 2 of the fair value hierarchy areriasons for those transfers. ASU 2011-04
will become effective during interim and annualipds beginning after December 15, 2011. Other tharadditional disclosure requirements
with respect to fair value measurements, we deerpéct the adoption of ASU 2011-04 to impact ourscdidated financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

As of December 31, 2011, we have inves&s#$3 million in debt securities issued by corpiorss and federally sponsored agencies. The
market value of these investments varies invensiély changes in current market interest rates.elmegal, as interest rates increase, the market
value of a debt investment would be expected toedse. Conversely, as interest rates decreasmatket value of a debt investment would be
expected to increase. To address market risk, westrin debt securities that mature within two gesmmd hold these investments to maturity so
that they can be redeemed at their stated or falce vAt December 31, 2011, our investments in debtrrities issued by corporations and
federally-sponsored agencies had a weighted avetatg interest rate of approximately 0.52 percEmese investments mature at various
times through 2013 and many are callable annually.

During sustained periods of instability amttertainty in the financial markets, we couldeiposed to additional investment-related risks
that could materially affect the value and liquydif our investments. In light of these risks, vegiveely monitor market conditions and
developments specific to the securities and sgcdldisses in which we invest. We believe that wentam a conservative investment approach
in that we invest exclusively in highly-rated setias with relatively short maturities that we lgsié do not expose us to undue risks. While we
believe we take prudent measures to mitigate invest related risks, such risks cannot be fully glated, as circumstances can occur that are
beyond our control.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited the accompanying cons@itbatlance sheets of United Therapeutics Corpoarasmf December 31, 2011 and 2010,
and the related consolidated statements of opestiiockholders' equity, and cash flows for eddhethree years in the period ended
December 31, 2011. Our audits also included thenfifal statement schedule listed in the Indexea 115 (a)(2). These financial statements
and schedule are the responsibility of the Comgamgnagement. Our responsibility is to expresspaman on these financial statements and
schedule based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of Ud
Therapeutics Corporation at December 31, 2011 846,2and the consolidated results of its operatémubkits cash flows for each of the three
years in the period ended December 31, 2011, ifoocmity with U.S. generally accepted accountingipiples. Also, in our opinion, the relat
financial statement schedule, when consideredl@tioe to the basic financial statements takenabale, presents fairly in all material
respects the information set forth therein.

We also have audited, in accordance wighStandards of the Public Company Accounting Oghatdoard (United States), United
Therapeutics Corporation's internal control oveaficial reporting as of December 31, 2011, basetfitaria established in Internal Control—
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissiaha@ur report dated February 28,
2012 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

McLean, Virginia
February 28, 2012
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Report of Independent Registered Public Accountindrirm on
Internal Control over Financial Reporting

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited United Therapeutics Corporatianérmal control over financial reporting as of Deter 31, 2011, based on criteria
established in Internal Control—Integrated Framdwissued by the Committee of Sponsoring Organiratiaf the Treadway Commission (the
COSO criteria). United Therapeutics Corporatiornemagement is responsible for maintaining effedtiternal control over financial reporting
and for its assessment of the effectiveness offiateontrol over financial reporting included hetaccompanyiniylanagement'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 audit in accordance with the stedgdof the Public Company Accounting Oversightq®@nited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordwer financial reporting, assessing the risk
that a material weakness exists, testing and etiagutne design and operating effectiveness oftiatecontrol based on the assessed risk, and
performing such other procedures as we consideredssary in the circumstances. We believe thadwdit provides a reasonable basis for our
opinion.

A company's internal control over financial repogtis a process designed to provide reasonablesassuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyesaktepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that: ifpm to the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance 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 d¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

In our opinion United Therapeutics Corporation niimed, in all material respects, effective intéguntrol over financial reporting as of
December 31, 2011, based on the COSO criteria.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the 2011
consolidated financial statements of United Theutips Corporation, and our report dated Februarn282, expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

McLean, Virginia
February 28, 2012
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UNITED THERAPEUTICS CORPORATION
Consolidated Balance Sheets

(In thousands, except share and per share data)

December 31,
2011 2010
Assets
Current asset:
Cash and cash equivalel $ 162,67¢ $ 252,16:
Marketable investmen 240,80: 374,92:
Accounts receivable, net of allowance of none fait2and 201! 88,68( 73,70
Other current asse 6,18¢ 6,84(
Prepaid expense 9,92¢ 8,752
Inventories, ne 45,98 35,52(
Deferred tax asse 8,19¢ 12,58t
Total current asse 562,45! 764,48°
Marketable investmen 343,89¢ 132,84¢
Marketable investments and c—restrictec 5,12 5,122
Goodwill and other intangible assets, 22,08: 9,861
Property, plant, and equipment, | 366,04t 306,04«
Deferred tax assets, r 190,74! 202,13!
Other asset 27,72¢ 11,13}
Total asset $1,518,07! $1,431,63
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 47,257 $ 16,14¢
Accrued expense 57,221 50,28(
Convertible note — 235,96¢
Other current liabilitie: 108,09: 126,29:
Total current liabilities 212,57 428,68t
Convertible note 194,18( —
Mortgages payabl 71,45: 68,92¢
Other liabilities 80,50( 39,25:
Total liabilities 558,70¢ 536,86°
Commitments and contingencit
Common stock subject to repurchi 10,88: 10,88:
Stockholders' equity
Preferred stock, par value $.01, 10,000,000 shardg®rized, no share
issuec — —
Series A junior participating preferred stock, palue $.01, 100,00
shares authorized, no shares iss — —
Common stock, par value $.01, 245,000,000 sharthe@zed,
61,506,063 and 60,017,546 shares issued, and 5848and
57,555,893 shares outstanding at December 31, 20d 2010,
respectively 61t 60C
Additional paic-in capital 992,71¢ 928,69(
Accumulated other comprehensive | (10,88%) (9,175
Treasury stock at cost, 7,896,418 and 2,461,65@ stz December 3
2011 and 2010, respective (282,99¢) (67,399
Retained earning 249,03 31,17(
Total stockholders' equi 948,48t 883,88t
Total liabilities and stockholders' equ $1,518,07" $1,431,63

See accompanying notes to consolidated finan@ssients.
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UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Operations

(In thousands, except per share data)

Year Ended December 31,

2011 2010 2009
Revenues
Net product sale $ 741,09: $ 591,70. $ 357,63t
Other 2,08¢ 1,197 1,244
Total revenue 743,18: 592,89¢ 358,88
Operating expense
Research and developme 180,01! 165,30t 120,36¢
Selling, general and administrati 156,48: 188,60t 171,89:
Cost of product sale 88,90« 67,67¢ 40,86
Total operating expens 425,40: 421,58¢ 333,12
Operating incom 317,78 171,318 25,757
Other (expense) incom
Interest incom: 3,45( 2,93¢ 5,14¢
Interest expens (21,367) (29,710 (12,87
Equity loss in affiliate (119 (160 (147)
Other, ne (629) 76¢ 73€
Total other (expense) income, | (18,665 (16,162) (7,139
Income from continuing operations before incomes& 299,11 155,15! 18,62!
Income tax (expense) bene (81,879 (43,949 69t
Income from continuing operatiol 217,24: 111,20¢ 19,31¢
Discontinued operatior
Income (loss) from discontinued operations, netg 7 (5,290 144
Gain on disposal of discontinued operations, néax 61¢ — —
Income (loss) from discontinued operatic 625 (5,290 144
Net income $ 217,86¢ $ 105,91¢ $ 19,46:
Net income per common sha
Basic
Continuing operation $ 3.8C $ 1.9¢ $ 0.3¢€
Discontinued operatior 0.01 (0.09) 0.01
Net income per basic common sh $ 3.81 $ 1.8¢ $ 0.37
Diluted
Continuing operation $ 3.66 $ 187 $ 0.3¢
Discontinued operatior 0.01 (0.09) 0.01
Net income per diluted common shi $ 3.67 $ 1.7¢ $ 0.3t
Weighted average number of common shares outsigr
Basic 57,16 56,14 53,31«
Diluted 59,39¢ 59,51¢ 56,13

See accompanying notes to consolidated financigsents.
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UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Stockholders' Equity

(In thousands, except share data)

Accumulated
Other
Comprehensive
Income/(Loss)

Retained
Earnings
(Deficit)

Additional
Paid-in
Capital

Common Stock

Treasury

Shares Amount Stock

Stockholders'
Equity

Balance,
December 31,
2008
Net income
Foreign currenc!

translation
adjustment:
Unrealized gain
on available-
for-sale
securities
Unrealized loss
on pension
liability

27,662,15 $

27¢

$ 722290 $

(67,395 $ (93,92)

(5919 $
— 19,46:

2,80z

(1,247

$ 555,33«
19,46:

2,80z

44

(1,249

Total other
comprehen
income

Issuance of stoc
dividend

Exercise of stocl
options

Tax benefit from
exercises of
non-qualified
stock options

Share-based
compensatiol

1,59¢ 19,46:

28,064,27 281 (281)

955,93 1C 32,06
4,40¢

40,137

21,061

32,07!

4,40¢

40,137

Balance,
December 31,
2009
Net income
Foreign currenc!

translation
adjustment:
Unrealized gain
on available-
for-sale
securities
Unrealized loss
on pension
liability

56,682,36

798,89

(4,319 (67,399 (74,749

105,91t

(642)

134

(4,359

653,00¢
105,91¢

(642)

134

(4,359

Total other
comprehen
income

Conversion of
convertible

notes 63

Exercise of stocl
options

Tax benefit from
exercises of
non-qualified
stock options

Share-based
compensatiol

(4,86)) 105,91t

4

83,31¢

23,82¢

22,65

101,05t
@

83,34¢

23,82¢

22,65!

Balance,
December 31,
2010
Net income
Foreign currenc!

translation
adjustment:
Unrealized gain
on available-
for-sale
securities
Unrealized loss
on pension
liability

60,017,54

928,69(

(67,399

31,17(

(9,179
— 217,86

(1,709

U]

883,88
217,86¢

(1,709

U]

Total other
comprehen
income

(1,710 217,86t

216,15¢



Shares received
as part of
Medicomp
sale

Conversion of
2011
convertible
notes and
exercise of
convertible
note hedgt

Issuance of 201
convertible
notes (Note 8

2016 convertible
note hedge ar
warrants, net
of tax (Note 8

Share repurchas
(Note 10)

Exercise of stocl
options

Tax benefit from
exercises of
non-qualified
stock options

Share-based
compensatiol

Balance,

December 31,
2011

= = = (2,750 = (2,750
650,82 7 27,28 — (27,299 — —
= = 56,19 = = = 56,19:

— — (29,069 — — — (29,069

= = (26,21 = (185,55Y) = (211,766
837,69 8 23,95t — — — 23,96
= = 11,34 = = = 11,347

— — 527 — — — 527
6150606 $ 61F $ 992,71 $ (10,88) $ (28299) $ 249,03t $ 948,48t

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

(In thousands)

Year Ended December 31

2011 2010 2009
Cash flows from operating activitie
Net income $ 217,86¢ $ 10591« $ 19,46:
Adjustments to reconcile net income to net caskigeal by operating activitie!
Depreciation and amortizatic 20,53¢ 17,92( 11,39
Provisions for bad debt and inventory obsolesci 5,18( 2,39¢ 4,67¢
Shar-based compensation (benefit) expe (15,719 113,94: 101,01!
Impairments — 7,68¢ 4,49¢
Expense associated with outstanding license 37,04¢ — —
Amortization of debt discount and issue cc 19,35¢ 16,83¢ 15,71«
Current and deferred tax expense (ben 81,43. 41,92¢ (1,03¢)
Amortization of discount or premium on investme 4,47¢ 2,57¢ 1,551
Equity loss in affiliate and othe 2,61¢ 967 (1,84¢)
Excess tax benefits from sh-based compensatic (11,34) (23,82¢) (4,40¢)
Changes in assets and liabiliti
Accounts receivabl (16,15¢) (23,457) (21,95¢)
Inventories (16,055 (9,19¢) (9,067)
Prepaid expense¢ (2,107%) (587) 3,42:
Other asset (3,62¢) (4,77¢) (19¢)
Accounts payabl 16,65¢ (2,734 (3,645
Accrued expense 3,59t 25,61: 9,202
Other liabilities (93,559 (59,67¢) (29,057)
Net cash provided by operating activit 250,19} 211,53. 99,72!
Cash flows from investing activitie
Purchases of property, plant and equipn (35,977 (18,640 (95,400
Purchases of he-to-maturity investment (815,68 (662,22") (310,63
Maturities of hel-to-maturity investment 733,87t 421,52¢ 249,08:
Sales of trading investmer — 36,20( —
Acquisitions (3,547 — (3,56¢)
Restrictions on cas 1) 13,90: (2,099
Net cash used in investing activiti (121,33) (209,23() (162,619
Cash flows from financing activitie
Principal payments of de (251,039 — —
Proceeds received from issuance of ¢ 250,00( 70,00( —
Payments of transaction costs related to issuaindetbd (7,535) (1,05%) —
Payment for convertible note hedge and warrants (33,25() — —
Payment of lease obligati — (31,449 —
Payment for an accelerated share repurchase ttamsédote 10) (212,000 — —
Proceeds from exercise of stock opti 24,39¢ 85,427 32,07:
Excess tax benefits from sh-based compensatic 11,347 23,82¢ 4,40¢
Net cash (used in) provided by financing activi (218,079 146,75t 36,477
Effect of exchange rate changes on cash and casveénts (269) 2,75¢ (2,682)
Net (decrease) increase in cash and cash equis (89,48¢) 151,81( (29,100
Cash and cash equivalents, beginning of 252,16: 100,35: 129,45:;
Cash and cash equivalents, end of \ $ 162,67t $ 252,16 $ 100,35.
Supplemental cash flow information:
Cash paid for intere: $ 4,100 $ 1,81t $ 1,25(
Cash paid for income tax $ 46,93¢ $ 2268: $ 23,93:
Non-cash investing and financing activiti¢
Acquisitions—nor-cash consideratio $ 587 $ — % 4,77¢
Non-cash additions to property, plant and equipn $ 23,060 $ 2,448 $ 2,571
Issuance of common stock upon conversion of coiflemotes $ 27,29: $ — =
Assumption of mortgage in connection with the asijioin of property $ 3,73¢  $ — 3 —

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 bibtetogy company focused on the development and @raialization of unique products to
address the unmet medical needs of patients wittnghand life-threatening conditions. As usedhese notes to the consolidated financial

statements, unless the context otherwise requiregerms "we," "us," "our," and similar terms metie@ United Therapeutics Corporation and its
consolidated subsidiaries.

Our lead product, Remodulin® (treprostitiljection (Remodulin), was first approved in 2d82the United States Food and Drug
Administration (FDA) and has also been approvedis® in countries outside of the United States s@leRemodulin in the United States and
in various other countries around the world. In208e received FDA approval for Tyvaso® (treprastimhalation Solution (Tyvaso) and
Adcirca® (tadalafil) tablets (Adcirca), both of vehi we market in the United States.

2. Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consolidati

The accompanying consolidated financiaiestents of United Therapeutics and its wholly owselsidiaries have been prepared in
accordance with accounting principles generallyeptad in the United States (GAAP). All intercompédiajances and transactions have been
eliminated in consolidation. The operating resaftMedicomp, Inc. for each of the three years i tifiree-year period ended December 31,
2011 have been reclassified and presented witstoditinued operations on our consolidated statesredrdperations. This change in
presentation had no impact on net income as preljiogaported. We did not recast our consolidatddrizae sheet at December 31, 2010 or our
consolidated statements of stockholders' equitsesh flows for years ended December 31, 2010 a@8 &0reflect the classification of
Medicomp, Inc. as a discontinued operation asripact is not significant to those statements (refédfote 18—Sale of Medicomp, Ing.

Use of Estimates

The preparation of the consolidated finahsiatements in accordance with GAAP requiresamagement to make estimates and
assumptions that affect reported amounts of aasetdiabilities at the date of the consolidate@ficial statements and the reported amounts of
revenues and expenses during the reporting paflethase our estimates on assumptions regardingibatexperience, currently available
information and anticipated developments that webe are reasonable and appropriate. However usecthe use of estimates involves an
inherent degree of uncertainty, actual resultsdtdiffer from those estimates. Our significant agtiing policies that require use of subjective
and/or complex judgment and estimates impact th@dong financial statement areas: revenue recagmitshare-based compensation,
marketable investments, fair value measurementtufling those relating to our acquisitions), incaotaees, goodwill and other intangible
assets, and obligations related to our Supplemé&mxtdutive Retirement Plan.

Fair Value of Financial Instruments

The carrying amounts of cash and cash atpnts, accounts receivables, accounts payableg@rded expenses approximate fair value
because of their short maturities. The fair valofesur marketable investments and 1.0% Converfigleior Notes due September 15, 2016
(2016 Convertible Notes) are reported in Notes-Mlarketable Investmenésd 5—Fair Value Measurementsespectively.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contired)
2. Summary of Significant Accounting Policies (Corihued)

The recorded value of our $70.0 million mortgagenlapproximates its fair value as it bears a vigiedie of interest that we believe
approximates the market rate of interest for detit gimilar credit risk profiles, terms and matig#t Refer to Note 8-Bebt—Mortgage
Financinc—Wells Farga

Fair Value Measurements

Fair value is a market-based measuremetamentity-specific measurement. The objectiva f&ir value measurement is to estimate the
price to sell an asset or transfer a liability maaderly transaction between market participahte@measurement date under current market
conditions. Such transactions to sell an assetaster a liability are assumed to occur in thegpal market for that asset or liability, or ireth
absence of the principal market, the most advaotagmarket for the asset or liability.

Assets and liabilities subject to fair v@lmeasurement disclosures are required to befadalsaccording to a three-level fair value
hierarchy with respect to the inputs (or assumpfiarsed to determine fair value. Observable inputh as unadjusted quoted market price
identical assets or liabilities are given the higghmiority within the hierarchy (Level 1). Whensasvable inputs are unavailable, the use of
unobservable inputs is permitted—i.e., inputs thegporting entity believes market participants ldatse in pricing that are developed based
on the best information available. Unobservableiig@re given the lowest priority within the hiefay (Level 3). The level in which an asse
liability is disclosed within the fair value hieddy is based on the lowest level input that isifigant to the related fair value measurement in
its entirety. The guidance under the fair value sneament framework applies to other existing actingrguidance in the Financial Account
Standard Board (FASB) codification that requirepermits fair value measurements. Refer to reldieclosures at Note 5-+air Value
Measurementto these consolidated financial statements.

Cash Equivalents

Cash equivalents consist of highly liguigeéstments with maturities of three months or fem® the date of acquisition and include mao
market funds, commercial paper, and certificatedeqfsit.

Marketable Investments

Substantially all of our marketable investits are debt securities that we classify as leelddturity because of our positive intent and
ability to hold the securities until maturity. Hetld-maturity securities are classified as eitherent or non-current on our consolidated balance
sheet based on their contractual maturity datesegwtded at amortized cost, adjusted for the d@madidn of discounts or premiums. Related
discounts and premiums are amortized over the ténifmese securities as an adjustment to yield ugiagffective interest method.

We monitor our investment portfolio for imipment quarterly or more frequently if circumstasevarrant. In the event that the carrying
value of an investment exceeds its fair value &eddiecline in value is determined to be other-tteanporary, we record an impairment charge
within earnings attributable to the estimated drkxdis. In determining whether a decline in thereadf an investment is other-than-temporary,
we evaluate currently available factors that majuide, among others: (1) general market conditi¢@jsthe duration and extent to which fair
value has been less than the carrying value, 8ntrestment issuer's financial condition and bessroutlook, and (4) our
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assessment as to whether it is more likely tharthagtwe will be required to sell a security priorecovery of its amortized cost basis.
Trade Receivables

Trade receivables consist of short-term@am®mdue from customers and are stated at the amauexpect to collect. We establish an
allowance for doubtful accounts, if any, based onassessment of the collectability of specifictomser accounts.

Inventories

Inventories are stated at the lower of €firstt-in, first-out method) or market (current replacement cost)cmsist of the following, net
reserves (in thousands):

December 31

2011 2010
Pharmaceutical Produci
Raw materials $ 9171 $ 2,78¢
Work in progres: 14,22: 18,59¢
Finished good 22,58¢ 13,09¢
Delivery pumps, supplies and equipm — 1,03¢
Total inventories $ 45,98, $ 35,52(

Goodwill and Other Intangible Assets

The carrying amount of goodwill and ind@Brlived intangible assets are not amortized bibject to annual impairment testing. We
evaluate goodwill and indefinite-live intangiblesats for impairment during the fourth quarter aflegear, or more frequently if impairment
indicators exist. In determining whether goodwsliinpaired, we compare the estimated fair valub®feporting unit to which goodwill has
been assigned to its carrying value (Step 1 ofjtradwill impairment test). If the carrying amoutfiteoreporting unit exceeds its fair value, tt
the amount of an impairment loss, if any, is meadwas the excess of the carrying amount of goodwdl its implied fair value (Step 2 of the
goodwill impairment test).

In February 2011, we entered into an agesgno sell our wholly-owned subsidiary, Medicorg;. (Medicomp). Based on the estimated
fair value of the purchase consideration, we waftehe carrying value of Medicomp's goodwill atéenber 31, 2010 and recognized a rel
impairment charge of $6.2 million, which has bemeluded within the results of discontinued operzion our consolidated statement of
operations for the year ended December 31, 2010.

Intangible assets subject to amortizatienraviewed for impairment whenever events or ckang circumstances indicate that the
carrying amount of an intangible asset may notoeverable. Impairment losses are recognized textent the undiscounted expected future
cash flows associated with the asset are lessithaarrying amount.
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Goodwill and other intangible assets cosgthe following (in thousands):

As of December 31, 2011 As of December 31, 2010
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
Goodwill(1)(2) $ 812t $ — $ 812t $§ 248 $ — $ 2,487

Other intangible assets(
Technology, patent
and tradename 4,76¢€ (2,999 2,761 8,991 (5,36¢) 3,62t
Customer relationshig
and non-compete

agreement 4,65: (1,65¢) 2,99t 4,762 (1,01 3,751
Contrac-based(2 8,35( (14¢) 8,20z — — —
Total $ 2589: $ (3,80F) $ 22,087 $ 16,24( $ (6,379 $ 9,861

1) Includes foreign currency translation adjustments.

(2) Refer toNote 1'—Acquisitions.

We are amortizing other intangible assg&s an estimated weighted average life of 12.1s/dRelated amortization expense for the years
ended December 31, 2011, 2010 and 2009, was $1i@nm$1.6 million and $717,000, respectively. dfsDecember 31, 2011, aggregate
amortization expense relating to intangible asf®teach of the five succeeding years and thenewsfeestimated as follows (in thousands):

Year Ended December 31,

2012 $ 1,83¢
2013 1,81z
2014 1,80«
2015 1,55¢
2016 1,06(
Thereaftel 5,89¢

$ 13,96/

Property, Plant and Equipment

Property, plant and equipment is recordembat and depreciated over its estimated usduliBing the straightne method. The estimat
useful lives of property, plant and equipment byjanaategory are as follows:

Buildings 39 Years

Building improvement: 1C-39 Years

Furniture, equipment and vehicl 3-15 Years

Leasehold improvemen Remaining lease term, or the estimated usefubfitne improvement, whichever is shor
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Property, plant and equipment consistheffollowing (in thousands):

As of December 31,

2011 2010
Land $ 21,72¢ $ 20,23¢
Buildings, building improvements and leasehold
improvement 249,28¢ 239,47
Buildings under constructic 72,51 7,241
Furniture, equipment and vehicl 75,80! 77,281
419,32 344,23
Les—accumulated depreciatic (53,279 (38,199
Property, plant and equipment, | $ 366,04¢ $ 306,04«

Depreciation expense for the years endextidber 31, 2011, 2010 and 2009 was $18.2 milliai,&million and $10.7 million,
respectively.

Buildings under construction at DecemberZiil1 and 2010 consists of direct costs relatngur construction projects, including
capitalized interest. We expect to complete theaagn of our corporate headquarters located iryMiad in the first quarter of 2012 and our
North Carolina facility in mi-2012. At December 31, 2011 and 2010, we capitalizeest of $842,000 and $103,000, respectivelating to
these construction projects.

Treasury Stock

Treasury stock is recorded at cost, inclgdiommissions and fees. The cost of treasury stsaild is determined using the first-in, ficsit
method. Related gains and losses on sales of tyestfick are recognized as adjustments to stockhslldquity.

Revenue Recognition
Remodulin and Tyvaso

We sell both Remodulin and Tyvaso to owcsalty pharmaceutical distributors under similanttactual arrangements. Sales of
Remodulin and Tyvaso are recognized when titlereskdof ownership pass to our distributors upoisattory delivery—i.e., when all of our
performance obligations under these distributcairagements have been satisfied. We record salesrob&ulin and Tyvaso net of various
product sales allowances in the period that astti@venues are recognized. These sales allowamtede estimated rebates, prompt
payment discounts and service fees to our distisuCalculating these sales allowances involvesiie of significant estimates and judgm
and information from external sources.

We derive our provisions for rebates framaaalysis of historical levels of rebates to &ttdte Medicaid agencies and third-party payers
by product, relative to sales of each productommiulating our estimates, we also consider the @nphanticipated changes in product sales
trends and government rebate programs, particuartiey relate to eligibility requirements andédvate pricing. Since rebate eligibility and
pricing requirements can differ for Remodulin and/dso, we analyze rebate data separately for éatlese products.
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We estimate prompt pay discounts basedosereed payment behavior. Our distributors havémely taken advantage of these discounts
and we expect them to continue to do so.

We pay our distributors for contractuahises rendered and accrue for related fees basedriracted rates applied to the estimated units
of service provided by distributors for a givenipdr

Our distributors do not possess returntsighowever, we provide exchange rights in the etleat product is damaged during shipment or
expires. Exchanges for damaged product are higiflgquent. In the event that Remodulin or Tyvase ltegen damaged during shipment and
we have been promptly notified as required undemd@tributor arrangements, we do not recognizemere on that shipment until damaged
product has been replaced. Replacement of damagddqgt generally occurs within several days afterare notified of the damage.
Furthermore, the number of product exchanges deggwation has been minimal because we sell Retimodnd Tyvaso with a remaining
shelf life in excess of one year and our distribsitgpically carry a 30- to 60-day supply of ouoghucts at any given time. In addition, we
closely track inventory levels in the distributiohannels and we do not require, nor do we provideritives for our distributors to assume,
inventory levels of Remodulin or Tyvaso beyond wivatild be considered reasonable and customaryeiortinary course of business.

The financial effects of exchange rightsRe@modulin have been immaterial and we expecttheme of exchanges to be consistent with
historical levels. Specifically, Remodulin exchasdmve comprised substantially less than one peoé¢he volume of vials that we sell.
Because historical and anticipated future exchanf§&emodulin have been and are expected to be ierrab we do not record a reserve for
estimated exchange rights in the period of salehBtmore, because Tyvaso is distributed in theesaxanner and under similar contractual
arrangements as Remodulin and the level of proekattanges for Tyvaso has been less than that ob&din, we expect that exchanges of
Tyvaso will continue to be less than or comparablexchanges for Remodulin. Accordingly, we haveraoognized a reserve for anticipated
future exchanges of Tyvaso. Lastly, we closely rraréxchange data for both of these therapiesgarerthat our assumptions continue to be
reasonable, appropriate and current.

Adcirca

Adcirca is manufactured for us by Lilly adidtributed through Lilly's pharmaceutical whollesanetwork. Specifically, Lilly handles all «
the administrative functions associated with tHe séAdcirca on our behalf, including the recedpd processing of customer purchase orders,
shipment to customers, and invoicing and collectiboustomer payments. In addition, sales term&d#hrirca include return rights that extend
throughout the distribution channel. We recognales of Adcirca on a gross basis (net of allowangpen delivery to customers due to the
following factors: (1) we are responsible for tleeptability of the product purchased by wholesalét) we bear all inventory risk, as title and
risk of loss pass to us at the shipping point ftdly's manufacturing facility; (3) we assume credsk if Lilly is unable to collect amounts due
from customers; and (4) we assume the risk andof@sproduct recall, if required.

We recognize sales of Adcirca net of: @tjreated rebates (including discounts required uibgicare Part D); (2) prompt pay discou
(3) allowances for product returns; and (4) whdksstees. We estimate our liability for rebatesdghen an analysis of historical levels of
rebates to both Medicaid and commercial third-ppgyers. In addition, we determine our obligationgrescription
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drug discounts required for Medicare Part D pasievithin the coverage gap based on estimationiseofitimber of Medicare Part D patients
and the period such patients will remain within togerage gap. We base our estimates for promptligagunts on observed customer
payment behavior and expectations regarding theduitilization of such discounts. We derive estasaelating to the allowance for returns
from published industry data specific to specialyarmaceuticals and will continue to do so untilhvese sufficient historical data on which to
base our allowance. In addition, we compare papesgcription data for Adcirca to sales of Adciaraa quarterly basis to ensure a reasonable
relationship between prescription and sales trehdslate, we have not identified any unusual pastér the volume of prescriptions relative to
sales that would warrant reconsideration of, oustdjent to, the methodology we currently emploggtimate our allowance for returns.

Lastly, wholesaler fees are based on contractuakbpéages of sales to wholesalers.

Research and Development

Research and development costs are expessadurred except for refundable payments maaewance of services to be provided to
Related expenses consist of internal labor andheaet, costs to acquire pharmaceutical productpeodlct rights for development, materials
used in clinical trials and amounts paid to thiagtjes for services and materials relating to dieigelopment and clinical trials.

We recognize the following as researchdakelopment expense in the period related costnewmered:

. Costs associated with-house or contracted production activities prioreeeiving FDA approval for such facilities, or foajor
unproven changes to our production processes;

. Costs incurred in licensing the rights to techn@edn the research and development stage thatrimaéernative future uses;
and
. Up-front payments made in connection with arrangemtentbtain license and distribution rights to phaceutical produc

candidates prior to the regulatory approval, abaagtalternative future uses.
Share-Based Compensation

Share-based awards that require cashrsettteupon exercise, such as those granted und&haue Tracking Award Plans, are classified
as a liability. Accordingly, the fair value of rédal cash settled awards is re-measured at eactiingpdate until awards are exercised or are
otherwise no longer outstanding. Related changéweifair value of outstanding cash-settled awatdsach reporting date are recognized as
adjustments to share-based compensation expense.

Generally, the fair value of a stock optgrant is measured on its grant date and relategbensation expense is recognized ratably over
the requisite service period. Compensation expengeognized in its entirety based on the graie-fkir value for stock option awards that
vest immediately upon issuance. Compensation erpsreccrued for performance-based stock optiontgrahen we determine it is probable
that the performance criteria will be met.
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Income Taxes

Income taxes are accounted for in accorelarith the asset and liability method. Accordinglgferred tax assets and liabilities are
recognized for the future tax consequences attaiilatto differences between the financial staterarmying amounts of existing assets and
liabilities and their tax bases. Deferred tax asaet liabilities are measured using the enactethtas that are expected to apply to taxable
income in the years in which those temporary défifees are expected to be recovered or settledeffédrt of a change in tax rates on deferred
tax assets and liabilities is recognized in thegokethat includes the enactment date. Deferrecdsaets are reduced by a valuation allowance
when, in our opinion, it is more likely than noatlsome or all of the deferred tax assets willbetealized.

Financial statement recognition of a tagifion taken or expected to be taken in a tax reimdetermined based on a more likely than not
threshold of that position being sustained. Iftdreposition meets this threshold, the benefitdagdrognized is measured as the largest amoun
that is more than 50 percent likely to be reali@pdn ultimate settlement. It is our policy to retarterest and penalties related to uncertain tax
positions as a component of income tax expense.

Earnings (Loss) per Share

Basic earnings per share is computed bididig net income by the weighted average numbshafes of common stock outstanding
during the period. Diluted earnings per commonali@computed by dividing net income by the weidrdgerage number of shares of
common stock outstanding during the period, plespbtential dilutive effect of other securitiesifch securities were converted or exercised.
During periods in which we incur net losses, bakib and diluted loss per share is calculated Yagidig the net loss by the weighted average
shares outstanding. Potentially dilutive securitiessexcluded from the calculation because thé&cefvould be anti-dilutive.

Concentrations of Credit Risk, Products, Revenuegla&ustomers
Concentration of credit risk

Financial instruments that are exposeddditrisk consist of cash, money market funds, memntial paper, marketable investments, and
trade receivables. We maintain our cash and morakenfunds with financial institutions that areléeally insured. While balances deposited
in these institutions often exceed Federal Deppsitrance Corporation limits, we have not experenany losses on related accounts to date.
Furthermore, we limit our risk exposure by mainitagnfunds in financial institutions that we belieaee creditworthy and financially sound.
Our investments in commercial paper and marketadiie investments have been issued by federallysgped agencies and corporate entities
with high credit ratings. We mitigate the risks@sated with holding these types of securitiesriyesting in highly-rated securities with
relatively short maturities that we believe do sabject us to undue investment risk. At any giveret our trade receivables are concentrated
among a small number of principal customers. If afithese financial institutions, issuers or custesrfail to perform their obligations under
the terms of these financial instruments, our maxmexposure to potential losses would equal amaepizted on our consolidated balance
sheets.
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Concentration of products, revenues and customers

During the years ended December 31, 20010 2nd 2009, net sales of Remodulin accountefid®, 68% and 92%, respectively, of our
total net revenues. Net sales of Remodulin in thi#éedd States to our three distributors comprise¥ 489% and 81%, respectively, of our total
net revenues. In addition, these three U.S.-baisédbaitors are our sole customers for Tyvaso. $ddts of Tyvaso during the years ended
December 31, 2011, 2010 and 2009 comprised 32%,&8&%6% of our net revenues.

At December 31, 2011 and 2010, 68% and #@é%fpectively, of our accounts receivable werefdua our three U.S.-based distributors.
While we rely on our distributors to market Remad@ind Tyvaso, there are several other qualifisttidiutors that could replace any one of
our current distributors should the need arise.

During the years ended December 31, 20010 2nd 2009, we derived 61%, 65% and 71% of dal et product revenues from one
customer. Estimated net revenues from that custerasr as follows (in thousands):

Year Ended December 31,
2011 2010 2009

Accredo Health Group, Inc $ 455,50: $ 387,25. $ 253,31«

3. Recently Issued Accounting Standards

In September 2011, the FASB issued Accagnfitandards Update (ASU) No. 2011-bangibles—Goodwill and Other (Topic 350)—
Testing Goodwill for ImpairmerfASU 2011-08). ASU 2011-08 gives reporting entities option to assess qualitative factors to deteem
whether it is more likely than not that the faitueof a reporting unit is less than its carryiredue. If the "more likely than not" threshold ist
met, then the two-step impairment test would notdagiired. ASU 2011-08 also includes examples atbfa that entities should consider when
performing qualitative assessments that supersedgops examples included under Accounting Stargl@abification Topic 350 of
circumstances entities should consider when teggiroglwill for impairment between annual tests. AZ11-08 will be effective for annual
impairment tests performed for fiscal years begigrafter December 15, 2011. We do not expect tbptazh of ASU 2011-08 to have any
impact on our consolidated financial statements.

In June 2011, the FASB issued ASU No. 2031Comprehensive Income (Topic 220)—Presentation aifehensive Income
(ASU 2011-05). ASU 2011-05 eliminates the optioptesent the components of other comprehensiveriaas part of the statement of
changes in stockholders' equity. Instead, ASU 208 tequires entities to report all non-owner changestockholders' equity in either a single
continuous statement of comprehensive income, twanseparate, but consecutive statements. ASU-2681does not change the items that
must be reported in other comprehensive incomehan an item must be reclassified to net incom&doember 2011, the FASB issued
ASU 2011-12Comprehensive Income (Topic 220):Presentation oh@ehensive Income—Deferral of the Effective Datéfmendments to
the Presentation of Reclassifications of Items @utccumulated Other Comprehensive Income in AdeugiStandards Update No. 2011-05
(ASU 2011-12). ASU 2011-12 defers indefinitely piaons contained in ASU 2011-05 that revise exgsfinesentation requirements for
reclassification
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adjustments from comprehensive income as the FASiBeatates this issue at a future date. Duringdiégferral period, reporting entities will
continue to follow existing guidance prior to ASO12-05 under ASC Topic 22Gomprehensive Incomevith respect to the disclosure of
reclassifications adjustments. Both ASU 2011-12 A8t 2011-05 are effective for fiscal years, arntgiiim periods within those years,
beginning after December 15, 2011 and ASU 2011e@bires retrospective application. Other than tlesgntational changes to our basic
consolidated financial statements that will be regpiunder ASU 2011-05, the adoption of ASU 2011is080t expected to have any impact on
our consolidated financial statements.

In May 2011, the FASB issued ASU 20114Bdir Value Measurement (Topic 820)—Amendments kiefke Common Fair Value
Measurement and Disclosure Requirements in U.S.FG#Al IFRS(ASU 2011-04). ASU 2011-04 amends certain fair ggldnciples to
improve comparability between GAAP and Internatldfiaancial Reporting Standards regarding fair ealieasurements and disclosures. In
addition, ASU 2011-04 requires entities to discl@aong others: (1) quantitative information althiet significant unobservable inputs used
for Level 3 measurements; (2) qualitative inforroatregarding the sensitivity of Level 3 measureménmichanges in related unobservable
inputs; and (3) the amounts of any transfers batvi@wels 1 and 2 of the fair value hierarchy areribasons for those transfers. ASU 2011-04
will become effective during interim and annualipds beginning after December 15, 2011. Other tharadditional disclosure requirements
with respect to fair value measurements, we deerpéct the adoption of ASU 2011-04 to impact oursodidated financial statements.

4. Marketable Investments
Held-to-Maturity Investments

Marketable investments classified as hetdhaturity consist of the following (in thousands):

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Governmer-sponsored enterprises
December 31, 201 $ 308,20: $ 158 $ (170) $ 308,18
Corporate notes and bonds at December 31, 276,11¢ 11z (442)  275,78¢
Total $ 584,32( $ 26¢ 3 (612) $ 583,97t

Reported under the following captions on the
consolidated balance sheet at December 3

2011:
Current marketable investmel $ 240,80
Noncurrent marketable investme 343,517

$ 584,32(
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4. Marketable Investments (Continued)

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Government-sponsored enterprises at
December 31, 201 $ 282,00t $ 52 $ (152) $ 281,90
Corporate notes and bonds at December 31, 225,39 144 (68) 225,47(
Total $ 507,39¢ $ 19€ $ (220) $ 507,37!

Reported under the following captions on the
consolidated balance sheet at December 3

2010:
Current marketable investmel $ 374,92:
Noncurrent marketable investme 132,47¢

$ 507,39¢

The following table summarizes gross unredl losses and the length of time marketable invests have been in a continuous unrea
loss position (in thousands):

December 31

2011 2010
Gross Gross
Unrealized Unrealized
Fair Value Loss Fair Value Loss
Government sponsored
enterprises

Less than one ye: $ 170,01¢ $ (17C) $ 152,84: $ (152)
Greater than one ye — — — —
170,01¢ (17C) 152,84« (152)

Corporate notes
Less than one ye: 149,38: (44z) 107,88 (68)
Greater than one ye — — —

149,38: (442) ~ 107,88: (68)
Total $ 319,40 $§ (612 $ 260,720 $  (220)

We attribute the unrealized losses on beldwaturity securities as of December 31, 2011201D, to the variability in related market
interest rates. We do not intend to sell theser#t@s) nor is it more likely than not that we whié required to sell them prior to the end of their
contractual term. Furthermore, we believe thesargtees do not subject us to undue market riskaamterparty credit risk. As such, we do not
consider these securities to be other than temiponapaired.
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The following table summarizes the conwattmaturities of held-to-maturity marketable inwesnts at December 31, 2011 (in
thousands):

December 31, 201.

Amortized
Cost Fair Value
Due in less than one ye $ 240,80¢ $ 240,88
Due in one to two yeal 343,51 343,09.
Due in three to five yeal — —
Due after five year — —
Total $ 584,32( $ 583,97t

Trading Investments

During the years ended December 31, 20010 2nd 2009, we recognized trading gains of n8& million and $1.9 million,
respectively.

Equity Investments

As of December 31, 2011 and 2010, we owessithan 1% of the common stock of a public comp@ur investment is classified as
available-for-sale and reported at fair value basethe quoted market price.

As of December 31, 2011, we maintain eguiteestments totaling approximately $8.0 millionpirivately-held corporations. We account
for these investments at cost since we do not tieerability to exercise significant influence aheit fair values are not readily determinable.
The fair value of these investments has not betim&ted at December 31, 2011, as there have beewerds or developments indicating the
related carrying amounts may be impaired. We irelinése investments within non-current other assetsur consolidated balance sheets.

5. Fair Value Measurements

Assets and liabilities carried at, or peted to be carried at, fair value are classified disclosed in one of the following categories lbase
on the lowest level input that is significant téa&r value measurement:

Level 1—Fair value is determined by using unadgisteoted prices that are available in active markatidentical assets and
liabilities.

Level 2—Fair value is determined by using inputseotthan Level 1 quoted prices that are directlindirectly observable. Inputs can
include quoted prices for similar assets and litdd in active markets or quoted prices for idegitassets and liabilities in inactive
markets. Related inputs can also include those imsealuation or other pricing models such as iesérates and yield curves that cai
corroborated by observable market data.

Level 3—Fair value is determined by inputs thatwarebservable and not corroborated by market tiiga.of these inputs involves
significant and subjective judgment.
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Assets and liabilities subject to fair v@lmeasurements are as follows (in thousands):

As of December 31, 2011

Level 1 Level 2 Level 3 Balance
Assets
Money market funds(1 $ 72,90 $ — $ — $ 7290t
Federall-sponsored and corporate debt secu
(2 — 583,97¢ — 583,97¢
Available-for-sale equity investme: 382 — — 382
Total Asset: $ 73,287 $ 58397t $ — $ 657,26:
Liabilities
Convertible notes maturing in 20161 $ — $ 292500 $ — $ 292,50(
Contingent consideration(: — — 7,97: 7,97:
$ — $ 292500 $ 7,97¢ $ 300,47:
As of December 31, 201
Level 1 Level 2 Level 3 Balance
Assets
Money market funds(1 $ 91,20¢ $ — $ — $ 91,20¢
Federall-sponsored and corporate d
securities(2 — 507,37! — 507,37!
Available-for-sale equity investmel 373 — — 373
Total Assets $ 9157¢ $ 507,378 $§ — $ 598,95
Liabilities
Convertible notes maturing in 20 $ 421,720 % — $ — $ 421,72
Contingent consideration(: — — 1,89¢ 1,89«
$ 421,720 $ — $ 189¢ $ 423,61!

Q) Included in cash and cash equivalents, marketabkstments and ce—restricted on the accompanying consolide
balance sheets.

2) Included in current and non-current marketable stwents on the accompanying consolidated balarestshThe fair
value of these securities is principally measunedooroborated by trade data for identical issuethat of comparable
securities in which related trading activity is safficiently frequent to be considered Level luitgp See also Note 4—
Marketable Investments—Held-to-Maturity Investmetotshese consolidated financial statements.

3) Included in non-current convertible notes and eetatour 2016 Convertible Notes. Refer to Note Bebtfor details.
Pricing of our 2016 Convertible Notes has beemesdtd using other observable inputs including tiheepf our commo
stock, implied volatility, interest rates and ctespreads among others. Over time, we expect aghtokthe 2016
Convertible Notes to develop. At that time, we imt¢o use trade data as the principal basis fosuoresy fair value, as
we did for our convertible notes that matured indder 2011
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4) Included in no-current liabilities on the accompanying consoliddtalance sheets. The fair value of conting
consideration has been measured using a probabgigyhted discounted cash flow model which incoapes Level 3
inputs including estimated discount rates that eléeelse market participants would consider relevargricing and the
projected timing and amount of cash flows. Refeodb Note 1— Acquisitions.

The tables below provide a reconciliatidnhe beginning and ending balances of Level 3tasa®d liabilities for the years ended
December 31, 2011 and 2010 (in thousands):

Contingent
Consideration
Balance January 1, 20—Asset (Liability) $ (1,899
Transfers into Level —
Transfers out of Level —
Total gains/(losses) realized/unreali:
Included in earning (2,575
Included in other comprehensive inco 6
Purchase (5,87))
Sales —
Issuance: —
Settlement: 1,361
Balance December 31, 2(—Asset (Liability) $ (7,979
Amount of total gains/(losses) for the year endeddnber 31
2011 included in earnings that are attributablhnéochange in
unrealized gains or losses related to the outstgridibilities $ (1,575
Auction-rate
Auction-rate Securities Contingent
Securities Put Option Consideration Total
Balance January 1, 2C—Asset (Liability) $ 29,33. $ 6,741 $ (5,602 $ 30,47:
Transfers into Level — — — —
Transfers out of Level — — — —
Total gains/(losses) realized/unreali:
Included in earning 6,86¢ (6,747 1,77¢ 1,90z
Included in other comprehensive inco — — 58€ 58€
Purchase — — — —
Sales — — — —
Issuance: — — — —
Settlement: (36,200 — 1,34¢ (34,859
Balance December 31, 2010—Asset
(Liability) $ — 3 — 3 (1,899 $ (1,899
Amount of total gains/(losses) for the ye
ended December 31, 2010 included ir
earnings that are attributable to the
change in unrealized gains related to
outstanding liabilitie: $ — 3 — 3 1,77¢ $ 1,77¢
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Accrued expenses consist of the followiggriajor category (in thousands):

December 31,

2011 2010
Royalties and rebat¢ $ 33,000 $ 26,94¢
Payroll relatec 16,94 11,27
Research relate 2,93¢ 8,54¢
Other 4,341 3,51«

Total $ 57,227 $ 50,28(

7. Share Tracking Award Plans

We maintain two share tracking award pldins:United Therapeutics Corporation Share Trackiwgrds Plan, originally adopted in June
2008 (2008 STAP) and the United Therapeutics Catpmr 2011 Share Tracking Awards Plan, adoptedandd 2011 (2011 STAP). Under
these plans, we grant long-term, equity-based cosgi®n to eligible participants. Share trackingaeds convey the right to receive in cash an
amount equal to the appreciation of our commonkstebich is calculated as the positive differeneéaien the closing price of our common
stock on the date of exercise and the date of glamards generally vest in equal increments on eawtiversary of the date of grant over a
three- or fouryear period and expire on the tenth anniversatheftlate of grant. The maximum number of awardsdaa be granted under 1
2008 STAP is 9.0 million of which, 403,000 remaireailable for issuance as of December 31, 201&.Maximum number of awards that
be granted under the 2011 STAP is 2.0 million, bfcli 408,000 remained available for issuance @eskember 31, 2011. In February 2012,
our Board of Directors amended the 2011 STAP teeimse the total number of awards available fortgrar2.0 million and concurrently
amended the 2008 STAP to cancel any remaining asvdilable for future grants thereunder. We refehe 2008 STAP and the 2011 STAP
collectively as the "STAP," and awards granted urither of these plans as "awards."

The STAP liability balance was $79.9 mitliand $125.6 million at December 31, 2011 and 264$pectively, and has been included in
other current liabilities on our consolidated bakasheets.

In estimating the fair value of awards, ave required to use inputs that materially imphetdetermination of fair value and the amount of
compensation expense recognized. These inputdimthe expected volatility of the price of our coomstock, the risk-free interest rate, the
expected term of awards, the expected forfeitueeaad the expected dividend yield.

A description of the key inputs used irireating the fair value of the awards is providetble

Expected volatility—Volatility is a measure of the amount the priceof common stock has fluctuated (historical vatgdilor is expecte
to fluctuate (expected volatility) during a peridile use historical volatility based on weekly priateservations of our common stock during
period immediately preceding an award that is etputtie expected term of an award (up to a maximbifive years). We believe the volatility
in the price of our common stock over the precedivg years generally provides the best represiemtatf future long-term volatility.

Risk-free interest rate-The risk-free interest rate is the average intare consistent with the yield available on a.O.@asury note
with a term equal to the expected term of an award.
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Expected term of awardsAn award's expected term reflects the estimated period we expect an award to remain outstandlifey.
apply the simplified method in developing an estenaf the expected term. We employ this methodofogyestimating the expected term of
awards until such time that more refined estimbgesed on historical exercise behavior of the aweadsbe established.

Expected forfeiture rate-The expected forfeiture rate is an estimated peacge of awards granted that are expected to Feitémt or
canceled on an annual basis prior to becoming fudbted. We derive our estimate based on histdidctgiture experience for similar classe
employees.

Expected dividend yieldWe do not pay cash dividends on our common stadkd®m not expect to do so in the future. Thereftre,
dividend yield is assumed to be zero.

The table below presents the assumptioad tesmeasure the fair value of awards at Dece®be2011, 2010 and 2009:

December 31,

2011 2010 2009
Expected volatility 38.(% 46.8% 47.2%
Risk-free interest rat 0.5% 1.7% 2.8%
Expected term of awards (in yea 3. 4.t 5.C
Forfeiture rate 7.C% 6.7% 5.4%
Expected dividend yiel 0.C% 0.C% 0.C%
A summary of the status and activity of 81RAP is presented below:
Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Number of Exercise Term Value
Awards Price (Years) (in 000s)
Outstanding at January 1, 20 7,380,48! $ 39.91
Granted 1,619,13: 64.4¢
Exercisec (878,60)) 29.7¢
Forfeited (326,010 45.8¢
Outstanding at December 31, 2( 7,795,000 $ 45.9( 7€ $ 56,12«
Exercisable at December 31, 2( 3,728,76. $ 36.1( 7.2 $ 47,42
Expected to vest at December 31, 2 3,455,571 $ 53.82 85 $ 8,05¢

The weighted average fair value of awamdstgd, as of their date of grant, during the yeaded December 31, 2011, 2010 and 200¢
$27.80, $26.23 and $29.12, respectively.
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Share-based compensation (benefit) expetsgnized in connection with the STAP is as fodim thousands):

Year Ended December 31,

2011 2010 2009
Research and developm $ (8,190 $ 42,791 $ 27,10¢
Selling, general and administrati (8,027 47,92¢ 34,20¢
Cost of product sale 1749 — —
Sharw-based compensation (benefit) expe

before taxe: (16,38 90,71: 61,31¢
Related income tax expense (bene¢ 6,05¢ (33,565 (22,68
Sharw-based compensation (benefit) expe

net of taxe: $ (10,329 $ 57,15: $ 38,62¢
Shar-based compensation capitalized as

of inventory $ (2039) $ 3,002 $ 2,33¢

Cash paid to settle STAP exercises dutiegyears ended December 31, 2011, 2010 and 20092825 million, $32.9 million and
$8.2 million, respectively.

8. Debt
Convertible Notes Due 2011

On October 30, 2006, we issued at par vdA%.0 million of 0.50% Convertible Senior Nothattmatured on October 15, 2011 (2011
Convertible Notes). Upon maturity, the aggregateveosion value, which was determined over the canses twenty trading-day period
beginning on October 17, 2011, was $277.3 milliccordingly, we paid note holders the outstandiriggipal value totaling $250.0 million
cash and issued 650,827 shares of our common fiotike remaining aggregate conversion value. Coratly with the issuance of our
common stock upon conversion, we received 650,83ares of our common stock pursuant to the ternasaminvertible note hedge transaction
described below. We included these shares witkisstiry stock on our consolidated balance sheet@trbber 31, 2011.

Convertible Notes Due 2016

On October 17, 2011, we issued at par v&A5.0 million of 1.0% Convertible Senior Notesdieptember 15, 2016 (2016 Convertible
Notes). We received $242.5 million in net proceledms the offering after deducting fees paid toithigal purchaser (Deutsche Ba
Securities, Inc.) and our offering expenses. Wael tise net proceeds to: (1) repurchase shares afosomon stock under an accelerated share
repurchase arrangement as described in Note &tbekholders' Equity—Share Repurchaaad (2) pay the net cost of the convertible note
hedge and warrant transactions described belowatbtelerated share repurchase, convertible noggehett warrant transactions were all
entered into with Deutsche Bank AG London BrancB (mndon), an affiliate of Deutsche Bank Securities., and became effective on the
issuance date of the 2016 Convertible Notes.
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Terms of the 2016 Convertible Notes aresaritially similar to those of the 2011 Convertibletes. Interest will be payable semi-

annually, in arrears, on March ¥5and September 1% of each year. The initial conversion price is $87per share and the maximum nur
of shares underlying the debt is approximatelyrbilfon shares.

Conversion can occur: (1) any time aftereli5, 2016; (2) during any calendar quarter thiédws a calendar quarter in which the price
our common stock exceeds 130 percent of the coiovepsice for at least 20 days during the 30 contiee trading-day period ending on the
last trading day of the quarter; (3) during the¢ensecutive trading-day period following any fa@nsecutive trading-day period in which the
trading price of the 2016 Convertible Notes is lgss1 95 percent of the closing price of our comrsitmek multiplied by the then current
number of shares underlying the 2016 Convertibleeblo4) upon specified distributions to our shatéérs; (5) in connection with certain
corporate transactions; or (6) in the event thatcommon stock ceases to be listed on the NASDAGh&ISelect Market, the NASDAQ
Global Market, or the New York Stock Exchange, my af their respective successors. As of DecembeR@11, none of the contingent
conversion thresholds described above were medier dor the 2016 Convertible Notes to be convéatdi the option of the noteholders. As a
result, the 2016 Convertible Notes have been dladsis a non-current liability on our consolidabsdance sheet at December 31, 2011. In
future financial reporting periods, the classifioatof the 2016 Convertible Notes may change deipgnah whether any of the above
contingent criteria have been subsequently satisfie

At December 31, 2011, the aggregate coiersalue of the 2016 Convertible Notes did notemdtheir par value using a conversion
price of $47.25, the closing price of our commarckton December 31, 2011.

Upon conversion, holders of our 2016 Cotibkr Notes are entitled to receive: (1) cash etu#he lesser of the par value of the notes or
the conversion value (the number of shares underlgie 2016 Convertible Notes multiplied by thenticerrrent conversion price per share);
and (2) to the extent the conversion value exctdeglpar value of the notes, shares of our comnmaokstn the event of a change in control, as
defined in the indenture under which the 2016 Cditde Notes have been issued, holders can regsite purchase all or a portion of their
2016 Convertible Notes for 100 percent of the Hqiasvalue plus any accrued and unpaid interest.

We analyzed the conversion option and atpecific features embedded in the 2016 Converhioiees and determined that we would not
be required to account for these features sepgrasaderivatives. However, because the 2016 Cableitotes provide for settlement wholly
or partially in cash, we are required to accountlieir liability and equity components separatythat the subsequent recognition of interest
expense reflects our non-convertible borrowing.rAteordingly, we estimated the fair value of tfg2@ Convertible Notes without
consideration of the conversion option as of the dfissuance (Liability Component). The excesthefproceeds received over the estimated
fair value of the Liability Component totaling $97million has been recorded as the conversion ogiguity Component) and a
corresponding offset has been recognized as autisto the 2016 Convertible Notes to reduce theircarrying value. We are amortizing the
discount over the five-year period ending SeptemBe2016 (the expected life of the Liability Compat) using the interest method and an
effective rate of interest of 6.7 percent, whiclhresponds to our estimated non-convertible borrgwate at the date of issuance.
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We accounted for the 2011 Convertible Nates similar manner and allocated $72.4 milliorihe equity component. The corresponding
discount had been fully amortized at maturity usingeffective rate of interest of 7.5 percent.

Interest expense incurred in connectio wiir convertible notes consisted of the followfimgthousands):

Year Ended December 31

2011 2010 2009

Contractual coupon rate of inter $ 151C $ 1,25C $ 1,25(
Discount amortizatiol 16,11¢ 15,70¢ 14,58:
Interest expen—convertible note $ 17,62¢ $ 16,95¢ $ 15,83:

The carrying value of our convertible notessisted of the following (in thousands):

December 31,

2011 2010

Principal balanc: $ 250,00C $ 249,96t
Discount, net of accumulated amortization of $2,408

$58,402 (55,820 (14,000

Carrying amoun $ 194,18( $ 235,96t

Convertible Note Hedge and Warrant Transactions

In connection with each issuance of ourvestible notes, we entered into separate convertibte hedge and warrant transactions with
DB London to reduce the potential dilutive impapbun the conversion of our convertible notes. Purst@the convertible note hedge, we
purchased call options on our common stock, undréclwwe have the right to acquire from DB Londontaphe maximum number of shares
of our common stock underlying our convertible sca€a strike price that is equal to the initiahwersion price of our convertible notes. Our
exercise rights under the call options trigger uponversion of our convertible notes and the gatlilams terminate upon the maturity of the
convertible notes, or the first day the convertitni¢es are no longer outstanding. We also soldamésrto DB London that provide DB London
rights to acquire from us up to the maximum nundfeshares of our common stock underlying our cotilvlernotes at a strike price that is
120 percent of the initial conversion price of tmavertible notes. The warrants expire incrementatl a series of expiration dates following
the maturity dates of our convertible notes. Bb#h¢onvertible note hedge and warrant transactidhbe settled on a net-share basis. If the
conversion price of our convertible notes remaiesvieen the strike prices of the call options and-avds, our shareholders will not experience
any dilution in connection with the conversion of @onvertible notes; however, to the extent thatdonversion price exceeds the strike price
of the warrants, there will be dilution upon corsien our convertible notes. The convertible notégeeand warrants meet the indexation and
classification requirements to be accounted fohiwiequity. As such, the net cost of the convestifibte hedge and warrant transactions have
been recognized within additional paid-in capitalaur consolidated balance sheets and their faiegawill not be subsequently re-measured
and adjusted as long as these instruments cortormealify for equity classification.
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In connection with the issuance of the 2Cb@ivertible Notes, we purchased call options tuae up to 5.2 million shares of our comn
stock with a strike price of $47.69. We also sol8l Dbondon warrants to acquire up to 5.2 million gsaof our common stock with a strike pi
of 67.56. The net cost of these transactions was3#8illion.

In connection with the issuance of the 2@bhvertible Notes, we purchased call options tuae up to 6.6 million shares of our comn
stock with a strike price of $37.61 and sold watsan DB London to acquire up to 6.6 million shaoésur common stock at a price of $52.85
per share. We exercised the call options upon duemnity and conversion of the 2011 Convertible Saad received 650,827 shares of our
common stock from DB London. The warrants we sol®B London will mature in ratable increments osegies of expiration dates ending in
March 2012.

Mortgage Financing—Wells Fargo

In December 2010, we entered into a Credieement with Wells Fargo Bank, National Associat{\Wells Fargo) and Bank of America,
N.A., pursuant to which we obtained $70.0 milliondiebt financing. The Credit Agreement has a -eight month term maturing in December
2014 and is secured by our facilities in Resear@dngle Park, North Carolina and Silver Spring, Mand. Annual principal payments are
based on a twenty-five year amortization schedsiegua fixed rate of interest of 7.0 percent areldbtstanding debt bears a floating rate of
interest per annum based on the one month Londerbbnk Offer Rate (LIBOR), plus a credit sprea®.d% percent, or approximately
4.0 percent as of December 31, 2011. Alternativelyhave the option to change the rate of interlestged on the loan to 2.75 percent plus the
greater of: (1) Wells Fargo's prime rate, (2) théefral funds effective rate plus 0.05 percent3pt (BOR plus 1.0 percent. The Credit
Agreement permits prepayment of the outstanding bedance in its entirety, subject to a prepaynpeamium which was initially 1.5 percent
during the first six months of the term and dediime0.5 percent increments at each successivasith interval such that there is no prem
if the loan is prepaid after June 2012.

The Credit Agreement subjects us to thiefohg financial covenants: (1) a maximum consdkdbleverage ratio of 2.5:1.0, calculated as
the ratio of our consolidated indebtedness to "Glaisted EBITDA" which is defined as consolidatezt mcome, adjusted for the following as
applicable: (i) interest expense; (ii) income taXég non-cash license fees; (iv) depreciatiom @amortization; (v) impairment charges; and
(vi) share-based compensation (stock option anceghacking awards expense), to be measured & ¢dist day of each fiscal quarter on a
rolling four quarter basis; and (2) minimum liguidof no less than $150.0 million. Under the Credireement, minimum liquidity is defined
as the sum of our cash and cash equivalents, lduisir value of our marketable investments aheflast day of a fiscal quarter less the sui
indebtedness that matures within the next twelvathwand the liability related to vested STAP awandexcess of $50.0 million. In addition,
the Credit Agreement subjects us to various custpmegative covenants. As of December 31, 201 1yere in compliance with these
covenants.

Mortgage Financing—Midland Loan Services (PNC Bar¥.A.)

In November 2011, we assumed a mortgageifoaonnection with the acquisition of an officgilding that is located adjacent to our
corporate headquarters. The outstanding principlaince on the mortgage loan of $3.7 million beatsrest at 6.35 percent per annum, and the
loan matures on June 1, 2016. The mortgage losecisred by the acquired office building and is péy&n monthly
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installments which are based on a thirty-year alzation schedule. At maturity, the remaining prpaibalance will be due in full.

As of December 31, 2011, future maturitiglating to our mortgage financings are as follginghousands):

Year Ended December 31,

2012 $ 1,20¢
2013 1,29¢
2014 66,61¢
2015 73
2016 3,46(
Total $ 72,65t

Interest Expense
Details of interest expense include théofeing (in thousands):

Year Ended December 31

2011 2010 2009

Interest expens $ 22,20¢ $ 19,81: $ 18,02¢

Capitalized interes (842) (209) (5,154
Total $ 21,367 $ 19,71 $ 12,87t

9. Commitments and Contingencies
Operating Leases

We lease facilities space and equipmeneungerating lease arrangements that have ternisnexat various dates through 2018. Certain
lease arrangements include renewal options andeéisceclauses. In addition, various lease agre¢snenwhich we are party require that we
comply with certain customary covenants throughbetterm of these leases. If we are unable to cpmiph these covenants and cannot reach
a satisfactory resolution in the event of noncompie, these agreements could terminate.
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Future minimum lease payments under nomrealable operating leases are as follows (in thaldsan

Year Ending December 31,

2012 $ 3,30¢
2013 3,08¢
2014 3,00¢
2015 2,98¢
2016 2,68¢
Thereaftel 4,22¢

$ 19,29¢

Total rent expense was $4.6 million for ye@ar ended December 31, 2011 and $2.7 millioré&amh of the years ended December 31, 201(
and December 31, 2009.

Milestone and Royalty Payments

We are party to certain license agreemastdescribed in Note 14-Assignment and License Agreemérgilow. Generally, these
agreements include milestone payments in cash tgoachievement of certain product developmentcamamercialization goals.

Future milestone payments under these geraants have been estimated as follows (in thos3and

Year Ending December 31, @

2012 $ 4,73
2013 1,17¢
2014 19C
2015 4,90(
2016 1,42t
Thereaftel 3,37(
Total $ 15,79

1) The amounts and timing of future milestone paymerdyg vary depending on when related milestonesbeill
attained, if at all

Additionally, certain agreements to which are a party require us to pay royalties. Refétdte 14—Assignment and License
Agreementto these consolidated financial statements.

Research Agreement

We maintain a research agreement with thigesity of Oxford (Oxford) to develop antivirabmpounds. Research under this agreement
is performed by Oxford Glycobiological Institutehieh is headed by a member of our board of direcaod our scientific advisory board.
Under the terms of the agreement, we are requiréahid related research activities and make mitesfmayments for the successful comple
of clinical trials. We are also obligated to payatties to Oxford equal to a
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percentage of our net sales from any discoveridgpaoducts developed by Oxford. Milestone paymantsroyalties are subject to reduction
depending upon third-party contributions to disa@eand/or third-party licenses necessary to agvetoducts. In August 2010, the term of
the research agreement, which was to expire ore8dyar 30, 2011, was extended through September ROt6nnection with the extension
the term, we agreed to pay Oxford a total of $2illan (using the then prevailing exchange rate}ixty equal installments. As of

December 31, 2011, approximately $2.7 million remaiutstanding. During the years ended Decembez(g1l, 2010 and 2009, we incurred
$658,000, $610,000 and $588,000, respectivelyxpeeses under the terms of the agreement.

From time to time, we may enter into otbervice agreements with Oxford relating to spedfgelopment activities that are outside the
scope of our research agreement described abovendteed expenses of $550,000, $401,000 and redagmnyg to these additional service
agreements during the years ended December 31, 201Q and 2009, respectively.

10. Stockholders' Equity
Equity Incentive Plan

We maintain an equity incentive plan (Eliffler which we may grant stock options. The ElRvides for the issuance of up to
29.9 million shares of our common stock. As of Deber 31, 2011, there were 11.1 million shares reimgifor issuance under the EIP, of
which approximately 11.0 million were reservedigsuance to our Chief Executive Officer. Optionarged under the EIP are nontransferable,
contain a maximum contractual term of ten yearstgpitally vest in equal annual increments overaximum period of three years, except
awards to our CEO, which vest immediately upon girmaccordance with the terms of her employmen¢é@agent. The exercise price of
related stock-option awards can be no less thafathemarket value of our common stock on the ddtgrant. Historically, we have issued new
shares of our common stock upon the exercise afrogt

Employee Stock Options

We estimate the fair value of stock optiaesg the Black-Scholes-Merton valuation modelti@pvaluation models, including Black-
Scholes-Merton, require the input of highly subijgzissumptions that can materially impact thenestion of fair value and related
compensation expense. These assumptions includepieeted volatility of our common stock, rikke interest rate, the expected term of s
option awards, expected forfeiture rate and theeetqul dividend yield.

A description of the key inputs used iriraating the fair value of stock options is providezlow:

Expected volatility—Volatility is a measure of the amount the priceof common stock has fluctuated (historical valgdilor is expecte
to fluctuate (expected volatility) during a peridile use historical volatility based on weekly priateservations of our common stock during
period immediately preceding a stock option graat ts equal to the expected term of the grantgupmaximum of five years). We believe
volatility in the price of our common stock as maa&sl over the preceding five years provides abkdigrojection of future longerm volatility.
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Risk-free interest rate-The risk-free interest rate is the average intawe consistent with the yield available on a.I.@asury note
with a term equal to the expected term of a stqation grant.

Expected term-The expected term reflects an estimation of time gpberiod we expect an option grant to remain antihg. We use the
simplified method in developing an estimate of éxpected term.

Expected forfeiture rate-The expected forfeiture rate is the estimatedgraege of options granted that are expected torbeited or
canceled on an annual basis prior to becoming fidted. We derive our estimate based on histdiactditure experience for similar classe:
employees.

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

We did not grant any stock options during year ended December 31, 2011. The following mtedraverage assumptions were used in
estimating the fair value of stock options grarteémployees:

Year Ended December 31,

2010 2009
Expected volatility 45./% 47.€%
Risk-free interest rat 2.1% 2.6%
Expected term of options (in yea 5.1 5.1

Forfeiture rate 0.C% 0.C%
Expected dividend yiel 0.C% 0.C%

A summary of the status and activity of éagpe stock options is presented below:

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Exercise Term Value
Options Price (Years) (in 000s)
Outstanding at January 1, 20 5,925,96! $ 35.6¢
Granted — —
Exercisec (823,52)) 29.17
Forfeited (179,069 28.8¢
Outstanding at December 31, 2( 4,923,37 $ 36.9¢ 5.8 $ 62,88(
Exercisable at December 31, 2( 492337 $ 36.9¢ 5.8 $ 62,88(

The weighted average fair value of emplosteek options granted during the years ended Dbeeegi, 2011, 2010 and 2009, was none,
$26.14 and $22.21, respectively. The total faiugadf vested employee options was $1.6 million,@28illion and $42.7 million, for the years
ended December 31, 2011, 2010 and 2009, respsctivel
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Total share-based compensation expengingeta employee stock options for the years erldedember 31, 2011, 2010 and 2009, is as
follows (in thousands):

Year Ended December 31

2011 2010 2009
Research and developm $ 19€ $ 3,081 $ 9,18¢
Selling, general and administrati 31t 19,26¢ 29,93(
Shar-based compensation expense before t 511 22,35 39,11¢
Related income tax bene (189 (8,22¢) (14,479

Shar-based compensation expense, netoft $ 322 $ 14,12t $ 24,64«

Share-based compensation capitalized as pa
inventory $ 15 ¢ 29C $ 972

As of December 31, 2011, all employee stmutions were fully vested; consequently, thereewer amounts of unrecognized
compensation cost remaining.

Employee and non-employee stock option@serdata is summarized below (dollars in thousands

Year Ended December 31,

2011 2010 2009
Number of options exercise 837,69( 3,335,11. 1,358,06
Cash received from options exercis $ 2439¢ $ 85427 $ 32,61

Total intrinsic value of options exercis $ 30,64 $ 102,90 $ 29,06&
Tax benefits realized from options exerci $ 11,347 $ 23,82¢ $  4,40¢
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Earnings per Share
The components of basic and diluted eampey share are as follows (in thousands, exceptiage amounts):

Year Ended December 31,

2011 2010 2009
Numerator:
Income from continuing operatiol $ 217,24: $ 111,20¢ $ 19,31¢
Income (loss) from discontinued
operations 62t (5,290 144
Net income $ 217,86¢ $ 105,91¢ $ 19,46:
Denominator
Weighted average outstanding shares—
basic 57,16: 56,14 53,31«
Effect of dilutive securities
Convertible Senior Note 56¢ 2,131 39¢
Warrants 263 — —
Stock options(1 1,40 1,24: 2,42(
Weighted average sha—diluted 59,39t 59,51¢ 56,13:
Earnings per common sha
Basic
Continuing operation $ 3.8C % 19¢ $ 0.3¢
Discontinued operatior $ 001 $ (0.09 $ o0.01
Net income per basic commonsh  § 381 $ 18¢ $ 0.37
Diluted
Continuing operation $ 3.66 $ 187 $ 0.34
Discontinued operatior $ 001 $ (0.09 $ o0.01
Net income per diluted common sh $ 3.67 % 1.7¢ $ 0.3t
Stock options and warrants excluded frorr
calculation(2) 16,29¢ 13,53: 13,43:

(1) Calculated using the treasury stock method.

(2) Certain stock options and warrants were excludeah the computation of diluted earnings per shaoabge their
impact would be antidilutive

Shareholder Rights Plan

In June 2008, we entered into an AmendedRestated Rights Agreement with The Bank of Newk¥ss Rights Agent (the Plan), which
amended and restated our original Rights Agreemiatetd December 17, 2000. The Plan, as amendectsiaded, extended the expiration date
of the Preferred Share Purchase Rights (Rights) fbecember 29, 2010 to June 26, 2018, and increbsgulirchase price of each Right from
$64.75 to $400.00, respectively. Each Right emtitlelders to purchase one one-thousandth of a share Series A Junior Participating
Preferred Stock.
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Rights are exercisable only upon our acquisitiombgther company, or commencement of a tender thféwould result in ownership of
15 percent or more of the outstanding shares ofotimg stock by a person or group (as defined oitte Plan) without our prior express
written consent. As of December 31, 2011, we hatéssued any shares of our Series A PreferreckStoc

Share Repurchase

On October 3, 2011, our Board of Directpproved a share repurchase program authorizirig $800.0 million in aggregate repurche
of our common stock, from time-to-time at our ded@n, over a two-year period ending on Octob&03,3 (Repurchase Program). In
connection with the Repurchase Program, we pai@ $2illion for the cost of an accelerated shapirehase agreement (ASR) entered into
with DB London. Under the ASR, we will repurchaseagiable number of our shares subject to upperd@mdr stock price limits that establish
the minimum and maximum number of shares that earepurchased. The final number of shares to hechpsed under the ASR will be
determined based on the average of the daily volugighted average price of our common stock owsgezified period ending on the contr
termination date. The ASR is scheduled to termidaténg the second quarter of 2012; however, DBdamcan accelerate termination of the
agreement at its option. Pursuant to the terme@fSR, on October 17, 2011, DB London deliveredg@pproximately 4.7 million shares of
our common stock, representing the minimum numbshares we are entitled to receive under the Af#n settlement of the ASR, we may
receive additional shares of our common stock.

We accounted for the ASR as two transasti¢l) an initial share repurchase and (2) a fodveantract. Accordingly, we allocated
approximately $186.0 million of the cost of the A&Rhe shares of our common stock initially delagtby DB London and $26.0 million to
the forward contract based on their estimatedvidies. Since the forward contract met the critlribe accounted for as equity, its fair value
has been included within additional paid-in capétadl will not be subsequently re-measured througtheuterm of the ASR.

11. Comprehensive Income
Components of comprehensive income incthddollowing (in thousands):

Year Ended December 31,

2011 2010 2009
Net income $ 217,86¢ $ 105,91¢ $ 19,46:
Other comprehensive incorr
Foreign currency translation (loss) g (1,709 (642) 2,80z
Unrecognized prior service cost, net of (494) (3,224 92
Unrecognized actuarial pension gain (lc
net of tax 487 (1,129 (1,339
Unrealized gain on availat-for-sale
securities, net of ta 6 134 44
Comprehensive incorn $ 216,15¢ $ 101,05 $ 21,06:
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12. Income Taxes
Components of income tax expense (bermditsist of the following (in thousands):

Year Ended December 31,

2011 2010 2009
Current:

Federa $ 54,13. $ 25,04¢ $ 14,30«

State 8,94¢ 1,792 1,99¢

Foreign 544 84¢€ 15¢
Total current 63,62« 27,68¢ 16,46
Deferred

Federa 11,22¢ (1,619  (24,39)

State (2,42¢) 1,881 (2,508

Foreign 641 (1,289 16€
Total deferrec 9,441 (1,029  (26,73))
Other nor-current(1)

Federa 7,60¢ 15,67: 7,96t

State 1,621 1,06¢ 1,61¢€

Foreign (417) 543 —
Total other 8,80¢ 17,28: 9,581
Total income tax expense (bene $ 81,87. $ 43,94t $ (695

1) Relates primarily to she-based compensatio

Presented below is a reconciliation of meataxes computed at the statutory federal taxtoatecome tax expense (benefit) as reporte
thousands):

Year Ended December 31

2011 2010 2009
Federal tax provision computed at 3! $ 105,01¢ $ 54,30 $ 7,73¢
State tax provision, net of federal tax provis 5,54¢ 1,43 74¢
Change in valuation allowance allocated to tax agp — — (833)
General business cred (15,77¢) (14,759 (10,899
Incentive stock option expen (290 (1,207 (2,359
Section 199 deductic (8,097 (3,627%) (2,207
Nondeductible compensation expe (2,607) 7,34z 4,821
Nondeductible expens: (2,929 451 1,291
Total income tax expense (bene $ 8187 $ 4394t $ (699
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Components of the net deferred tax asgedsifollows (in thousands):

December 31,

2011 2010
Deferred tax asset

General business cred $ 72,18t $ 89,21
Impairment losses on investme 2,892 2,87t
Realized losses on marketable investm 2,101 2,732
License fees capitalized for tax purpo 69,72( 58,94
Nonqualified stock option 31,46: 30,37¢
SERP 12,16¢ 7,18¢
STAP award: 21,50: 31,80:
Other 22,01¢ 22,61:
Total deferred tax asse 234,04! 245,73¢

Deferred tax liabilities
Plant and equipment principally due to differenicedepreciatior (28,41¢) (23,34)
Other (1,227%) (1,657
Net deferred tax asset before valuation allow: 204,40: 220,74
Valuation allowanct (5,459 (6,021)
Net deferred tax asse $ 198,94 $ 214,72(

Deferred tax assets are reduced by a vafuatlowance when, in the opinion of our managetnieis more likely than not that some
portion or all of the deferred tax assets will hetrealized. In evaluating our ability to realizfefred tax assets, we consider all available
positive and negative evidence. Accordingly, wesiter past operating results, forecasts of earrangstaxable income, the reversal of
temporary differences and any prudent and featiix@lanning strategies. Future increases in theatian allowance would result in a
corresponding charge to earnings in the period audbétermination is made. Conversely, future redostto the valuation allowance would
result in the recognition of a tax benefit in trexipd we conclude a reduction is warranted.

As of December 31, 2011, we had businessr&dit carryforwards of approximately $72.2 noitii These carryforwards expire on various
dates through 2027. Certain business tax credigfomwards that were generated at various dates iDecember 2008 are subject to
limitations on their use pursuant to Internal Raxeode Section 382 (Section 382) as a result akeship changes as defined by Section
However, we do not expect these business tax sreg#éxpire unused. We are currently reviewingstack trading history for the year ended
December 31, 2011 to ascertain whether any fudiverership changes have occurred pursuant to Se&8an
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A reconciliation of the beginning and ergllralances of unrecognized tax benefits for thesygalicated is as follows (in thousands):

Unrecognized tax benefits at January 1, 2 $ 7,40¢
Gross increas—tax positions in prior perio 50C
Gross decreas—tax positions in prior perio (7,406
Gross increas—tax positions in the current perii 1,23
Gross decreas—tax positions in current peric —
Settlement: —
Lapse of statute of limitatior —

Unrecognized tax benefits at December 31, 2 $ 1,73

Unrecognized tax benefits at January 1, 2 $ 6,73¢
Gross increas—tax positions in prior perio 67C

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

Settlement: —
Lapse of statute of limitatior —
Unrecognized tax benefits at December 31, - $ 7,40¢
Unrecognized tax benefits at January 1, 2 $ 5,882
Gross increas—tax positions in prior perio 854

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

Unrecognized tax benefits at December 31, 2 $ 6,73¢

During the quarter ended September 30, 20Elinternal Revenue Service (IRS) completedutdits of our 2009 and 2008 tax years.
Based on the completion of these audits, we deedeaisr reserves for uncertain tax positions by $7ldon. Included in unrecognized tax
benefits at December 31, 2011, 2010 and 2009,.8illion, $453,000 and $538,000, respectivelytasf benefits that, if recognized, would
impact the effective tax rate. For the years eridecember 31, 2011, 2010 and 2009, we did not acoruecognize, any interest and penalties
related to uncertain tax positions.

We are unaware of any positions for whidk reasonably possible that the total amountsmoécognized tax benefits will significantly
increase or decrease within the next 12 months.

We are subject to federal and state tanatidghe United States and various foreign jurigdits. Currently, our 2010 tax year is subject to
examination by the IRS and our tax years from 2008010 are subject to examination by state tagingorities.
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Supplemental Executive Retirement Plan

We maintain the United Therapeutics CorponaSupplemental Executive Retirement Plan (SERPyovide retirement benefits to
certain senior members of our management team.

Participants who retire at age 60 or olttereligible to receive monthly payments basedroaverage of their total gross base salary over
the last 36 months of active employment, subjecettain adjustments. Related benefit payments camemon the first day of the sixth month
after retirement and will continue through the rérdar of the participant's life. Alternatively, piaipants can elect to receive a lump sum
distribution equal to the present value of theneated monthly payments that would have been redaipen retirement. Participants who
terminate employment for any reason other thanhdelidability, or change in control prior to agewdill not be entitled to any benefits under
the SERP.

To help fund our obligations under the SER® maintain the United Therapeutics Corporatiop@emental Executive Retirement Plan
Rabbi Trust Document (Rabbi Trust). Participantthef SERP will have no preferred claim on, nor begeficial ownership interest in, any
assets of the Rabbi Trust. The balance in the RBfoisit was $5.1 million as of December 31, 2011 20i0. Investments held in the rabbi ti
are included under restricted marketable investesnantl cash on our consolidated balance sheets.

We recognize the unfunded balance of thRFSEs a liability on our consolidated balance she&itce we do not fund the SERP, the
liability is equal to the projected benefit obliget as measured at the end of each fiscal yeariisgs related to the SERP are capitalized as
part of inventory, or reported within selling, gemleand administrative and research and developmgenses in the accompanying
consolidated statements of operations.

A reconciliation of the beginning and ergllalances of the projected benefit obligationrespnted below (in thousands):

Year Ended December 31

2011 2010
Projected benefit obligation at January 1, 2 $ 26,427 $ 14,50:
Service cos 4,25k 3,68¢
Interest cos 1,35¢ 88:<
Plan amendmen 1,597 5,45z
Actuarial (gain) los: (68%) 1,90z
Projected benefit obligation at December 31, 2 $ 32,95. $ 26,427
Fair value of plan assets at December 31, : — —
Unfunded at December 31, 2011 $ 32,95. $ 26,427

Q) Included within other nc-current liabilities on our consolidated balancees

The accumulated benefit obligation for 8#RP, a measure that does not consider futureaisesdn participant salaries, was
$20.8 million and $17.1 million at December 31, 2@hd 2010, respectively.
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Future estimated benefit payments, basezuiment assumptions, including election of lumpagistributions and expected future service,
are as follows (in thousands):

Year Ended December 31

2012 $ —
2013 —
2014 —
2015 21,14:
2016 —
20172021 4,00¢

$ 25,14¢

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

Year Ended December 31,
2011 2010

Discount Rat¢ 4.4% 4.8(%
Salary Increase 5.0(% 5.0(%

The components of net periodic pension mxsignized on our consolidated statement of ojp@stonsist of the following (in
thousands):

Year Ended December 31,

2011 2010 2009
Service cos $ 425t $ 3,68¢ $ 2,64f
Interest cos 1,35¢ 8832 55¢&
Amortization of prior service co: 773 37C 14¢€
Amortization of net actuarial los 91 11¢€ —

Total $ 647 $ 5,05¢ $ 3,34¢

Amounts relating to the SERP that have lreeagnized in other comprehensive income arelsy® (in thousands):

Year Ended December 31

2011 2010 2009
Net unrecognized actuarial (gain) Ic $ (779 $ 1,78 $ 2,12¢
Net unrecognized prior service ci 824 5,08 (14¢€)
Total 51 6,86¢ 1,98(
Tax (44 (2,519 (739
Total, net of ta $ 7 $ 435¢ $ 1,247
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The table below presents amounts relabrtge SERP included in accumulated other compréheisss that have not yet been recogn
as a component of net periodic pension cost ortonsolidated statements of operations (in thougands

Year Ended December 31

2011 2010 2009
Net unrecognized actuarial lo $ 329 $ 4,066 $ 2,284
Net unrecognized prior service ci 7,352 6,52¢ 1,44t
Total 10,647 10,59¢ 3,72¢
Tax (3,930 (3,899 (1,379
Total, net of ta $ 6,711 $ 6,702 $ 2,35C

Estimated amounts included in accumulatedracomprehensive income as of December 31, 2tdtlate expected to be recognized as
components of net periodic pension cost on ouestant of operations for the year ended Decembe2(BI12 comprise the following (in
thousands):

Amortization of prior service co: $ 827
Amortization of net actuarial (gain) lo D
Total $ 82¢

Employee Retirement Plan

We maintain a Section 401(k) Salary ReduncRlan which is open to all eligible full-time elopees. Under the 401(k) Plan, eligible
employees can make pre-tax contributions up taitat limits. Currently, we make discretionary nfétg contributions to the 401(k) Plan
equal to 40 percent of a participant's electedgaaferral. Matching contributions vest immedigtidr participants who have been employed
for three years; otherwise, matching contributieest annually, in one-third increments over a thyear period until the three-year
employment requirement has been met. Expensesddlathe 401(k) Plan were $1.7 million, $1.4 roilliand $847,000 for the years ended
December 31, 2011, 2010 and 2009, respectively.

14. Assignment and License Agreements
GlaxoSmithKline PLC

In January 1997, GlaxoSmithKline PLC (Glaassigned to us patents and patent applicatiarthdouse of the stable prostacyclin
analogue UT-15 (now known as treprostinil) for theatment of PAH and congestive heart failure. Uride agreement, Glaxo is entitled to
receive royalties on sales exceeding a specifiegsitiold for a minimum period of ten years (or uexipiration of the licensed patents)
following the date of the first commercial saleanfy product containing treprostinil. The termshe aigreement provide Glaxo rights to
negotiate a license with us if we license any phthe marketing rights under the agreement tdrd trarty. Additionally, if we grant any third-
party license rights to treprostinil-based produ@&sxo would be entitled to a percentage of diites fees that we would receive on such
arrangements.
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Pfizer Inc.

Pursuant to a December 1996 license agmteizer Inc. (Pfizer) exclusively licensed topatents and a patent application for the
composition and production of treprostinil. Relategalties are reduced by up to 50 percent in ttemethat we pay royalties to a third party in
order to market or develop treprostinil. Pfizeeigitled to these royalties for a period of tenrgdeom the date of the first commercial sale of
any product containing treprostinil. Our royaltylightion to Pfizer ends during the second quarté0d 2, but we do not anticipate any
immediate impact on our aggregate Remodulin royalty, given that the Glaxo license contains rgyaftsetting provisions, the effect of
which is a corresponding increase in the Glaxo ltgyate once the Pfizer royalty obligation expires

Supernus Pharmaceuticals, Inc.

In June 2006, we entered into an exclukbemse agreement with Supernus Pharmaceuticals($upernus) for the use of certain
technologies developed by Supernus in our susta@ledse oral treprostinil product. The agreemequiires us to make milestone payments to
Supernus in connection with the development of wegdrostinil and its commercial launch. Additidgailve will pay a royalty to Supernus
based on net worldwide sales of the initial prodRaiyalties will be paid for approximately twelvears commencing with the first product ¢
subject to adjustments. Additional milestone anglty payments may be due for the development antheercialization of other products
using the technology granted under this licens@&doember 2011, we filed a new drug applicatiorof@d treprostinil with the FDA.

Eli Lilly and Company

In November 2008, we acquired from Eliyiéind Company (Lilly) exclusive rights to developarket, promote and commercialize
Adcirca for the treatment of pulmonary hypertensiothe United States and Puerto Rico. In exchdogthese license rights, we agreed to pay
Lilly, among other fees, royalties of 5 percenbaf net sales of Adcirca as a pass through of 'killyirdparty royalty obligations for as long
Lilly is required to make such royalty paymentsrgeiant to the terms of our license arrangemerly, ibnufactures and distributes Adcirca
us via its wholesaler network in the same manregrittdistributes its own pharmaceutical produé¥e purchase Adcirca from Lilly at a fixed
manufacturing cost, which is subject to adjustnimnitilly from time to time. The terms of this liceimg arrangement will continue generally
until the later of (1) the expiration or lapse loé fast to expire claim within a Lilly patent coiey commercialization of Adcirca, or
(2) expiration of any government conferred exclitgivights to Adcirca. In addition, at Lilly's disetion the license agreement may be
terminated in the event that we undergo a changeritrol.

Toray Industries, Inc.

In June 2000, we entered into an agreemightToray to obtain exclusive rights to develoglanarket beraprost, a chemically stable oral
prostacyclin analogue, in a sustained release fiation in the United States and Canada for therreat of all cardiovascular indications. In
March 2007, we amended the agreement to expandghiis to commercialize a modified release formualabf beraprost (beraprost-MR). As
part of the March 2007 amendment, we issued 400s8&6€es of our common stock to Toray with certaitrights, under which Toray may
request at its discretion that we repurchase thleares at a price of $27.21 per share. Accordingdyclassified the then fair value of
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the stock within temporary equity on our consokdhbbalance sheets. In the event that Toray reqtiestsie repurchase these shares, we will
reclassify the repurchase value of the stock &béity until settlement. The March 2007 amendmalsb provided for certain milestone
payments during the development period and upcogiptof regulatory approval in the United Statesher European Union.

In July 2011, we entered into an exclusi#ense agreement with Toray Industries, Inc. (¥dta amend and replace our existing March
2007 license agreement. Terms of the July 201 hdie@agreement did not materially change from tegipus license agreement and license
agreement supplements except for a reduction ialtyoyates. In exchange for the reduction in royedttes, we agreed to pay Toray
$50.0 million in equal, non-refundable paymentsrdhie five-year period ending in 2015. Since thgmgments are norefundable and have 1
contingencies attached to them, we recognized Bgadion and a corresponding charge to researctdamadlopment expenses of $46.3 milli
which represents the present value of the relatgdpnts discounted by our estimated current codébf.

Other

We are party to various other license agesgs relating to therapies under development. 8 hesnse agreements require us to make
payments based on a percentage of sales, if wauacessful in commercially developing these thesmnd may require other payments upon
the achievement of certain milestones.

15. Related Party Transaction

In September 2002, we entered into a teethsiervices agreement for certain telemedicinenelogy development services for
Medicomp, Inc. with Kurzweil Technologies, Inc. (§Ta company controlled by Raymond Kurzweil, a fiotlependent member of our Board
of Directors. Pursuant to this agreement, we agre@ay KTI a five percent royalty on certain sadégroducts reasonably attributed to and
dependent upon the technology developed by KTl ti@ears ended December 31, 2011, 2010 and 2@0@curred royalties to KTl of
$80,000, $355,000 and none, respectively. Uponrgdasf the sale of Medicomp, Inc. on March 31, 2@44eNote 18—Sale of
Medicomp, Inc., further royalty obligations under this agreem@ate terminated.

In May 2007, we entered into another techlrservices agreement with KTI. Pursuant to thieeament, we pay KTI monthly consulting
fees of up to $12,000 plus all necessary, reaserafi direct out-of-pocket expenses incurred imeotion with the performance of related
services. In addition, we agreed to pay KTI up fiva percent royalty on sales of certain produetssonably attributed to and dependent upon
certain technology developed by KTI. We incurregenses of $156,000, $144,000 and $172,000, foyehes ended December 31, 2011, 2
and 2009, respectively, under this agreement. A3egember 31, 2011 and 2010, we owed KTI $24,0@0687,000, respectively under this
agreement.

In October 2011, we amended the May 206fnieal services agreement such that, effectivaalsmnl, 2012, we will pay KTl monthly
consulting fees of up to $6,000 plus all necessagsonable and direct out-of-pocket expenses.
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U.S.-Based Specialty Pharmaceutical Distributors

We are party to separate distribution agesgs for Remodulin and Tyvaso with each of our.\b&ed specialty pharmaceutical
distributors. The distribution agreements are sintib one another, and generally have one-yearsttrat renew automatically for additional
one-year periods, unless terminated earlier. Theeagents contain contractual responsibilities irgdatio ordering specifications, inventory
requirements and exchange rights. These agreemsepiise our distributors to perform certain sersioa a fee-for-service basis. If any of our
distribution agreements expire or terminate, we tmayequired under certain circumstances to repgeclany unsold inventory held by our
distributors. None of our current distribution agmeents grant our distributors the distribution tigtor oral treprostinil.

Mochida Pharmaceutical Co., Ltd.

In March 2007, we entered into an exclusigeeement with Mochida Pharmaceutical Co., Ltdo¢Mda) to distribute subcutaneous and
intravenous Remodulin in Japan. Mochida is resi@swith our assistance, for obtaining Japanesd#etiag authorization for Remodulin,
including conducting necessary studies. We supgmydtug used in these studies at no charge to Macliommercial activities in Japan are
not expected to begin until 2014. Upon receipt afketing authorization and pricing approval, Moehiill purchase Remodulin from us at an
agreed-upon transfer price. To date, we have redeb8.0 million in related payments from Mochidasuant to the distribution agreement.
The distribution agreement includes $4.0 millioriuture milestone payments upon the filing a NewdApplication in Japan and receipt of
marketing approval in Japan. We recognize reveatably from the period related fees are realizétiieugh the expected date of regulatory
approval.

Lee's Pharmaceutical (HK) Limited

In June 2010, we entered into an excluagreement with Lee's Pharmaceutical (HK) Limitedgls Pharma) to distribute subcutaneous
and intravenous Remodulin in China. Lee's Pharnasis responsible, with our assistance, for ohtgimnarketing authorization for Remodulin
in China, including conducting necessary studies.stpply the drug used in these studies at no ehargee's Pharma. Commercial activities
in China are not expected to begin before late 28t& could begin later depending on the outcontheobngoing review of our regulatory
filing, which was filed in September 2011. Uponeipd of marketing authorization and pricing appilotae's Pharma will purchase Remod
from us at an agreed-upon transfer price. Undeagteement, Lee's Pharma is required to makeulistr rights payments to us on specified
dates and upon the receipt of marketing approvalr&¢ognize revenue ratably from the period reléted are realizable through the expected
date of regulatory approval.

17. Acquisitions
Revivicor, Inc.

On July 11, 2011, we acquired 100 percétieoutstanding stock of Revivicor, Inc. (Revimil; a company focused on developing
genetic biotechnology platforms to provide alteiv&tissue sources for treatment of human degewerdisease. We acquired Revivicor to
pursue early stage development of products to énedistage lung disease through tissue and orgasptiantation. The acquisition
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date fair value of the consideration consisted4do2$nillion in cash and $3.4 million in contingaunsideration. Pursuant to the terms of the
acquisition, contingent consideration consistspta$25.0 million upon the achievement of spedi#éwelopmental and regulatory milestones.
We estimated the fair value of the contingent adersition using a probability-weighted discounteshciow model (DCF). Significant inputs
to the DCF model included a present value factonadent to Revivicor's estimated borrowing rate #me anticipated amounts and timing of
cash flows. Accordingly, the fair value of the dogent consideration has been estimated usingfgignt unobservable inputs, which are
classified as Level 3 inputs within the fair vahierarchy.

Acquisition date fair value of the assetguared and liabilities assumed included the follogyW(in thousands):

July 11, 2011
Tangible assel $ 592
Identifiable intangible assets( 7,10C
Goodwill(2) 2,75

Total assets acquire $ 10,44t
Current liabilities $ 1,58¢
Long-term liabilities 1,227

Total liabilities assume $ 2,81¢

(1) Consists of contract-based intangible assets wdvolisted of a license agreement. Contract-basedgifle
assets will be amortized over an estimated econbfaiof twenty years which corresponds to the peexpected
cash flows are anticipated to be received undelithase agreement.

(2 Goodwill is not deductible for tax purpos:
Tyvaso Inhalation System

In September 2009 we acquired all of theetss properties and rights used in the Tyvasdatiba System from NEBU-TEC Med
Products Eike Kern GmbH (NEBU-TEC). The acquisitdate fair value of the consideration transferrediided $6.8 million in cash and
$4.8 million in contingent consideration, of whi$8.8 million was allocated to identifiable intanigilassets and $1.3 million to goodwill.
Pursuant to the terms of the acquisition, we agtegdy NEBU-TEC up to €10.0 million in contingeransideration in specified increments if
the number of patients using the Tyvaso Inhalafigstem meets or exceeds certain thresholds measudedignated intervals. Provisions of
the acquisition also included an option to purchihseassets associated with NEBU-TEC's next gaénaratbulizer, the SIM-Neb.

On December 31, 2011, we exercised ouppt acquire all of the assets, properties arsigssociated with the development of the
SIM-Neb in order to obtain control over the devetmmt and future production of the nebulizer whiduld be included in the Tyvaso
Inhalation System in the event that we receive leggty approval for its use. We believe that theets, properties and rights acquired contain
the necessary inputs, processes and outputs ttcbarged for as a business
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combination. The acquisition-date fair value of domsideration transferred included $439,000 it asl $2.5 million in contingent
consideration. Pursuant to the terms of the adipisagreement, we agreed to pay NEBU-TEC up t0 #4llion in milestone payments
contingent upon receiving regulatory approvalstiier SIM-Neb. In addition, we may pay NEBU-TEC uEt0.0 million in specified
increments if the number of commercial patientagishe SIM-Neb exceeds certain thresholds at daggrintervals. We measured the fair
value of the contingent consideration using a ploditya weighted discounted cash flow model whicmsimlered, among other factors, the
likelihood of the SIM-Neb receiving regulatory appals, our estimate of patients on therapy, angtssible impact of future new therapies.
The acquisition-date fair values of assets acquireldded tangible assets of $439,000 and good#H2.9 million.

18. Sale of Medicomp, Inc.

On March 31, 2011, we sold 100 percenhefdutstanding stock of Medicomp, Inc. (Mediconmu); wholly-owned telemedicine
subsidiary, to a group of private investors. Atsahg, we received 42,004 shares of United Therggubmmon stock held by the investors,
with an aggregate value of $2.8 million, and a $Ifillion, ten-year promissory note bearing intéas5.0 percent per annum. Immediately
after closing the sale, we purchased a 19.9 pemsené¢rship interest in Medicomp in exchange foO$tillion in cash and an approximately
$2.0 million reduction in the face value of the pissory note. The carrying value of our investriariledicomp was based on the
consideration Medicomp received, which we beligperaximated the fair value of our non-controllimgarest.

With the termination of our developmentofl commercialization efforts relating to an arhmyta detection application in June 2011, we
do not expect to generate further direct continwagh flows from telemedicine-related activities. such, we met the criteria for reporting
discontinued operations during the one-year assaggperiod, which began on March 31, 2011. Accalyinve have included the operating
results of Medicomp, including the gain recognipadts disposal, within discontinued operationsoan consolidated statements of operations
for years ended December 31, 2011, 2010 and 2009.

We sold the following assets and liabititef Medicomp as of the closing date (in thousands)

March 31, 2011

Assets
Cash $ 1,221
Accounts receivable and inventc 1,02¢
Deferred tax asse 4,262
Equipment and other ass: 7,08¢
Total asset $ 13,60(
Other current liabilitie: $ 1,437
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18. Sale of Medicomp, Inc. (Continued)

2009 are presented below (in thousands):

Year Ended December 31

2011 2010 2009
Revenue: $ 3,107 $ 10,93 $ 10,96¢
Income (loss) before income t $ 93¢ $ (7,319) $ 144

19. Segment Information

Prior to June 30, 2011, we operated inlwsiness segments: pharmaceutical and telemeditfitie the sale of our telemedicine
subsidiary, Medicomp, in March 2011 and the subsetdiscontinuation of our remaining telemedicietted activities in June 2011, we no
longer have a telemedicine segment. In light of¢h@evelopments, we have presented the resulfsecdtions relating to Medicomp within
discontinued operations on our consolidated statésyaf operations for the years ended Decembe2(®1l1, 2010 and 2009. Refer to
Note 1¢— Sale of Medicomp, Incabove for further details.

As doctors and patients have become intrglgsfamiliar with Tyvaso and Adcirca since thgseducts received regulatory approval in
2009 and we have become more familiar with the etafide these products, we use revenue, cost ofitevand gross profit data as a primary
measure of performance for each of our three comialgyroducts.

Revenues, cost of revenues and gross foofitach of our commercial products for the yearded December 31, 2011, 2010 and 200
presented below (in thousands):

Remodulin Tyvaso Adcirca Total

Year Ended December 31, 20:

Revenue: $ 430,13: $ 240,38. $ 70,58( $ 741,09:
Cost of revenue 52,32¢ 31,93¢ 4,641 88,90¢
Gross profil $ 377,80 $ 208,44¢ $ 65,93¢ $ 652,19(
Year Ended December 31, 20:

Revenue: $ 403,59¢ $ 151,79° $ 36,307 $ 591,70:
Cost of revenue 35,11°¢ 30,131 2,42¢ 67,67
Gross profil $ 368,48. $ 121,66t $ 33,87¢ $ 524,02¢
Year Ended December 31, 20(

Revenue! $ 331,57¢ $ 20,26¢ $ 5,78¢ $ 357,63t
Cost of revenue 35,11¢ 5,31¢ 424 40,86
Gross profil $ 296,46( $ 14,95( $ 5,36F $ 316,77!
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19. Segment Information (Continued)

Geographic revenues are determined bas#ukeacountry in which our customers (distribut@s) located. Net revenues from external
customers by geographic area are as follows (instods):

Year Ended December 31 2011 2010 2009

United State! $ 676,967 $ 535,81¢ $ 317,97:

Res-of-World(1) 66,21¢ 57,08¢ 40,90¢
Total $ 743,18! $ 592,89¢ $ 358,88(

(1) Sales primarily to customers in countries locateBurope

For the years ended December 31, 2011, 20d®009, sales to Accredo Health Group, Inc. ectseg 61%, 65% and 71%, respectively,
of total consolidated net revenues.

Long-lived assets (property, plant and pougnt) located by geographic area are as followthpusands):

Year Ended December 31, 2011 2010 2009

United State! $ 345,15! $ 284,59. $ 281,33(

Res-of-World(1) 20,89: 21,45: 22,52¢
Total $ 366,04¢ $ 306,04 $ 303,85¢

1) Long-lived assets consisted of facilities acquired #ratprimarily located in the United Kingdo
20. Quarterly Financial Information (Unaudited)

Summarized quarterly financial information each of the years ended December 31, 2011 @@l &e as follows (in thousands, except
per share amounts):

Quarter Ended

December 31 September 30 June 30, March 31,
2011 2011 2011 2011
Net sales $ 19517¢ $ 201,74 $ 183,75. $ 162,51
Gross profi 168,98: 178,34 162,38 142,47¢
Net income 43,18¢ 84,39¢ 73,891 16,39(
Net income per sha—basic $ 0.7¢ $ 14t $ 1.27 $ 0.2¢
Net income per sha—diluted $ 0.77 $ 13¢ $ 1.1¢ $ 0.2¢
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20. Quarterly Financial Information (Unaudited) (Continued)

Quarter Ended

December 31 September 30 June 30, March 31,

2010 2010 2010 2010
Net sales $ 163,68 $ 168,57! $ 134,72. $ 125,91:
Gross profil 144,86: 148,08: 119,17¢ 111,90¢
Net income 9,54¢ 39,73t 37,701 18,92¢
Net income per she—basic $ 017 $ 0.7C $ 0.67 $ 0.3t
Net income per she—diluted $ 0.1t $ 0.6€ $ 0.6z $ 0.32

21. Subsequent Event

On February 3, 2012, we announced recéiatRaragraph IV Certification Notice Letter frorarloz Inc. (Sandoz) advising that Sandoz
has submitted an abbreviated new drug applicatdDA) to the FDA requesting approval to market agegc version of the 10 mg/mL
strength of Remodulin.

In the Notice Letter, Sandoz states thamt&nds to market a generic version of Remodudifote the expiration of U.S. Patent
No. 5,153,222, which expires in October 2014; BP&ent No. 6,765,117, which expires in October 2@hd U.S. Patent No. 7,999,007, wt
expires in March 2029. Sandoz's Notice Letter stttat the ANDA contains a Paragraph IV Certificatalleging that these patents are not
valid, not enforceable and/or will not be infringlegl the commercial manufacture, use or sale optbposed product described in Sandoz's
ANDA submission.

We intend to vigorously enforce our intetleal property rights relating to Remodulin, indhglthe three patents mentioned above which
are listed in the FDA's Approved Drug Products (ike Orange Book).

We are currently reviewing the Notice Lettghich was directed to all three Orange Boolelispatents. We have 45 days from receipt of
the Notice Letter to commence a patent infringenteamsuit against Sandoz. Such a lawsuit would aatarally preclude the FDA from
approving Sandoz's ANDA for up to 30 months or luh# issuance of a district court decision thatdgerse to us, whichever occurs first.
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Years Ended December 31, 2011, 2010, and 2009
(In thousands)

Valuation Allowance on Deferred Tax Asset:

Balance at Additions

Beginning Charged to Balance at

of Year Expense Deductions End of Year
Year Ended December 31, 2C $ 6,021 $ — % (56%) $ 5,45¢
Year Ended December 31, 2C $ 6,18t $ — % (165 $ 6,021
Year Ended December 31, 2C $ 11,82: $ 10 $ (5,736 $  6,18¢

Reserve for Inventory Obsolescence

Balance at Additions

Beginning Charged to Balance at

of Year Expense Deductions End of Year
Year Ended December 31, 2C $ 2862 $ 497¢ % 96C $ 8,801
Year Ended December 31, 2C $ 1271 $ 167¢ $ (85 $ 2,86
Year Ended December 31, 2C $ 411 $ 1,22 $ (362) $ 1,271
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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 definediladRl3a-15(e) and 15d-15(e) of the Securities &xgh Act of 1934, as of December 31,
2011. Based on that evaluation, our Chief Execufiffecer and Chief Financial Officer concluded tloatr disclosure controls and procedures
were effective as of December 31, 2011.

Management's Report on Internal Control Over Finarad Reporting

Our management is responsible for estahlishnd maintaining adequate internal control diremcial reporting (as defined in Rules 13a-
15(f) and 15d-15(f) under the Securities Exchangeoh 1934, as amended). Our internal control dwemncial reporting was designed to
provide reasonable assurance to our managememaard of Directors regarding the reliability of éincial reporting and the preparation of
financial statements for external purposes in atanece with generally accepted accounting principgMgnternal controls over financial
reporting, no matter how well designed, have inhelimitations. As a result of these inherent liaibns, internal control over financial
reporting may not prevent or detect misstatemdrttsrefore, even those internal controls determtodzk effective can provide only
reasonable assurance with respect to reliabilifynaincial reporting and the preparation of finahatatements for external purposes in
accordance with generally accepted accounting iples

Our management assessed the effectivefiess mternal control over financial reporting @sDecember 31, 2011, based on the criteria
set forth by the Committee of Sponsoring Organizegiof the Treadway Commission (COSO)riternal Control—Integrated Framework
Management's assessment included an evaluatitwe afesign of our internal control over financiglogting and testing of the operational
effectiveness of our internal control over finahceporting. Based on this assessment, our manageroacluded that, as of December 31,
2011, our internal control over financial reportings effective.

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

Attestation of Independent Registered Public Accoiag 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 Reportmn

There were no changes in our internal @biver financial reporting during the quarter eshddecember 31, 2011 that have materially
affected, or are reasonably likely to materiallieaf, our internal controls over financial repogtin

ITEM 9B. OTHER INFORMATION
None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

Information as to the individuals servingaur board of directors is set forth below undher headindoard of Directors Additional
information required by Item 10 regarding nominaed directors appearing under Proposal N&ldction of Directorsn our definitive proxy
statement for our 2012 annual meeting of sharemn®kizheduled for June 26, 2012 (the 2012 ProxeSiant) is hereby incorporated herein by
this reference. Information regarding our executffecers appears in Part I, Item | of this Ann&aport on Form 10-K under the heading
Executive Officers of the Registre. Information regarding the Audit Committee and it Committee's financial expert appearing under
the headingCommittees of our Board of Directors—Audit Comraitteour 2012 Proxy Statement is hereby incorporatein by this
reference.

Information appearing under the headdegtion 16(a) Beneficial Ownership Reporting Coarein our 2012 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, offia@d 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 willgyvevided free of charge by making a written
request and mailing it to our corporate headquaudéfices to the attention of the Investor Relai@epartment. If any amendment to, or a
waiver from, a provision of the Code of Conduct &tlics that applies to the principal executiveoaff, principal financial officer and
principal accounting officer is made, such inforioatwill be posted on our Internet websiteratw.unither.com

Board of Directors

Christopher Causey, M.B.A.
Principal, Causey Consortium

Raymond Dwek, F.R.S.
Director of the Glycobiology Institute and Profeseb Glycobiology, University of Oxford

Richard Giltner
Private Investor
Former Managing Director, Société Générale Assatddament

R. Paul Gray
Managing Member, Core Concepts, LLC

Roger Jeffs, Ph.D.
President and Chief Operating Officer of United fHpeutics

Ray Kurzweil
Founder, Chairman and Chief Executive Officer, Kugit Technologies, Inc.

Christopher Patusky, J.D., M.G.A.
Real Estate and Transportation Consultant
Former Director, Office of Real Estate, Marylandod@egment of Transportation

Martine Rothblatt, Ph.D., J.D., M.B.A.
Chairman and Chief Executive Officer of United Tdqmeutics
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Louis Sullivan, M.D.
Founding President and President Emeritus, Moreh8akool of Medicine
Former Secretary, U.S. Department of Health and &uBervices

Tommy Thompson, J.D.

Former Partner, Akin Gump Strauss Hauer & Feld LLP
Former Governor, State of Wisconsin

Former Secretary, U.S. Department of Health and &uBervices

ITEM 11. EXECUTIVE COMPENSATION

Information concerning executive compermsatequired by Item 11 will appear under the hegglidirector Compensation
Compensation Discussion and Analysis, Summary Qusagien Table and Grants of Plan-Based Awards ihl2Warratives to Summary
Compensation Table and Grants of Plan-Based Awd#alide, Summary of Terms of Plan-Based Awards, Soppital Executive Retirement
Plan, Rabbi Trust, Potential Payments Upon Termdamabr Change in Control, and Director Compensatin our 2012 Proxy Statement ant
hereby incorporated herein by this reference.

Information concerning the Compensation @uttee required by Item 11 will appear under thadiegCompensation Committee Report
in our 2012 Proxy Statement and is hereby incotpdrherein by this reference.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information regarding beneficial owrgpsof our common stock required by Item 12 appeaderBeneficial Ownership of Common
Stockin our 2012 Proxy Statement and is hereby incotpdrherein by this reference.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table presents informationci$ecember 31, 2011, regarding our securitieba@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 exercis plans (excluding securities
outstanding options price of outstanding options reflected in column (a)
Plan category (@) (b) (c)
Equity
compensation
plan approved
by security
holders 4,998,711 $ 37.4: 11,128,47
Equity
compensation
plans not
approved by
security holder: 113,55: 9.0t N/A
Total 511227 $ 36.7¢ 11,128,47

We have one equity incentive plan approved by sgcoolders in 1997. In addition, prior to 2005, gented options to employees and
consultants outside of the plan approved by sechdtders (non-plan options). Information regardihg security holder approved plan is
contained in Note 18-Stockholders' Equity the consolidated financial statements includhethis Annual Report on Form 10-K. We do not
have any warrants or rights that are outstandirgyailable for issuance as described in Regul&ithltem 201(d). Securities issued pursuant

to the non-plan awards were made under a standaegraent generally consistent with the form comaiim Exhibit 10.10 to this Annual
Report on Form 10-K.

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

Information concerning related party trastigans and director independence required by It8rwill appear under the headin@sher
Matter—Certain Relationships and Related Party Transasti@oard of Directors, Committees, Corporate Gaoaeice—Director
Independence and Committees of our Board of Dirsin our 2012 Proxy Statement and is hereby incotedrherein by this reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this item, concagnithe principal accounting fees paid by the Regigtand the Audit Committee's pre-approval
policies and procedures, is incorporated by refada the information under the headRegport of the Audit Committee and Information on
Independent Auditorin our 2012 Proxy Statement and is hereby incotpdrherein by this reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

In reviewing the agreements included ooiporated by reference as exhibits to this Annwegdt on Form 10-K, it is important to note
that they are included to provide investors wittoimation regarding their terms, and are not ineshtb provide any other factual or disclosure
information about United Therapeutics or the otbeatties to the agreements. The agreements coefaiiesentations and warranties made by
each of the parties to the applicable agreemems& hepresentations and warranties have been roldiefsr the benefit of the other parties to
the applicable agreement, and: should not be ttesteategorical statements of fact, but ratherway of allocating risk between the parties;
have in some cases been qualified by disclosuegsmiire made to the other party in connection tighnegotiation of the applicable
agreement, which disclosures are not necessafigcted in the agreement; may apply standards éériadity in a way that is different from
what may be material to investors; and were madieasof the date of the applicable agreement oh sther date or dates as may be specified
in the agreement and are subject to more recereia@wents.

Accordingly, these representations and avdies may not describe the actual state of aféeirsf the date they were made or at any other
time. Additional information about United Therapeatmay be found elsewhere in this Annual Reporfform 10-K and our other public
filings, which are available without charge throupk SEC's website attp://www.sec.gov

(@) Our financial statements filed as part of this repm Form 1-K are set forth in the Index to Consolidated FinalnStatement
under Part 11, Item 8 of this Form -K.

@)(2) The Schedule —Valuation and Qualifying Accounts is filed as pafthis Form 1-K. All other schedules are omitted beca
they are not applicable or not required, or bec#luseequired information is included in the coidatied statements or notes
thereto.

@)(@3) Exhibits filed as a part of this Form-K are listed on the Exhibit Index, which is incorated by reference here

Certain exhibits to this report have been includednly with the copies of this report filed with theSecurities and Exchange
Commission. Copies of individual exhibits will be drnished to shareholders upon written request to Uited Therapeutics and payment
of a reasonable fee (covering the expense of furhiag copies). Shareholders may request exhibit cags by contacting: United
Therapeutics Corporation, Attn: Investor Relations, 1040 Spring Street, Silver Spring, Maryland 20910.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, therelp authorized.

UNITED THERAPEUTICS CORPORATIO!

By: /s/ MARTINE A. ROTHBLATT

Martine A. Rothblatt, Ph.D.
February 28, 201 Chairman of the Board and Chief Executive Offi

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

Signatures Title Date
/sl MARTINE A. ROTHBLATT Chairman of the Board and Ch
Executive Officer February 28, 201
Martine A. Rothblat (Principal Executive Officer

Chief Financial Officer and
Treasurer

(Principal Financial Officer and
Principal Accounting Officer

/s/ JOHN M. FERRARI

February 28, 201
John M. Ferrari

/s ROGER A. JEFFS President, Chief Operating Officer

and Director

February 28, 201
Roger A. Jeffe

/sl CHRISTOPHER CAUSEY

Director February 28, 201
Christopher Cause
/sl RAYMOND DWEK
Director February 28, 201
Raymond Dwel
/s/ RICHARD GILTNER
Director February 28, 201
Richard Giltnel
/sl R. PAUL GRAY
Director February 28, 201
R. Paul Gray
/sl RAYMOND KURZWEIL
Director February 28, 201

Raymond Kurzwei
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Signatures

/sl CHRISTOPHER PATUSKY

Christopher Patusk

/s/ LOUIS W. SULLIVAN

Louis W. Sullivan

/sl TOMMY THOMPSON

Tommy Thompsol

Title

Director

Director

Director
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February 28, 201

February 28, 201
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EXHIBIT INDEX

Exhibit No. Description

3.1 Amended and Restated Certificate of Incorporatiothe Registrant, incorporated by reference to Bixt3.1 of the Registrant
Registration Statement on Forr-1 (Registration No. 3:-76409).

3.2 Certificate of Amendment to Amended and Resdt&ertificate of Incorporation of the Registrantorporated by reference to
Exhibit 3.1 of the Registrant's Current Report annfr €&-K, filed on June 28, 201

3.3 Second Amended and Restated By-laws of tigésRant, incorporated by reference to Exhibit & 2he Registrant's Quarterly
Report on Form 1-Q for the fiscal quarter ended March 31, 2C

3.4 Form of Certificate of Designation, Preferences Rights of Series A Junior Participating Prefer&dck of the Registrar
incorporated by reference to Exhibit A to Exhibitodthe Registrant's Current Report on Fo-K, filed December 18, 200i

4.1 Reference is made to Exhibits 3.1, 3.2, 3.3 and

4.2 First Amended and Restated Rights Agreement, imzatpd by reference to Exhibit 4.1 of the Regidtsa@urrent Report o
Form &K filed on July 3, 2008

4.3 Indenture, dated as of October 30, 2006, betweeR#gistrant and The Bank of New York, as trusiteayding form of 0.50%
Convertible Senior Note due October 15, 2011),ipeated by reference to Exhibit 4.1 of Registea@turrent Report on Form 8-
K filed October 30, 200¢

4.4 Resale Registration Rights Agreement, dated Oct8®e2006, between the Registrant and Deutsche Baolurities Inc., as tt
initial purchaser, incorporated by reference toikit.2 of the Registrant's Current Report on F& filed as of October 30,
2006.

4.5 Indenture, dated as of October 17, 2011, betweeR#gistrant and The Bank of New York Mellon Tr@simpany, N.A., a
trustee (including form of 1.0% Convertible Serwte due September 15, 2016), incorporated byeeerto Exhibit 4.1 of the
Registrant's Current Report on For-K filed October 17, 2011

4.6 Form of 1.0% Convertible Senior Note due Septemibel016, incorporated by reference to Exhibitef.the Registrant's Curre
Report on Form -K filed October 17, 2011

10.1** United Therapeutics Corporation Amended and Rattatpiity Incentive Plan, as amended effective é8egftember 24, 200
incorporated by reference to Exhibit 10.1 of thgiReant's Quarterly Report on Form 10-Q for tharter ended September 30,
2004.

10.2** Amended and Restated Executive Employment Agreedwsetl as of January 1, 2009, between the RedistnahMartine A
Rothblatt, incorporated by reference to Exhibit216f the Registrant's Quarterly Report on Form 1fiyGhe quarter ended
March 31, 2009

10.3** Employment Agreement dated as of June 16, 2001deetthe Registrant and Paul A. Mahon, incorporbyectference ti
Exhibit 10.4 of the Registrant's Quarterly Repartrmrm 1(-Q for the quarter ended March 31, 20

10.4* Exclusive License Agreement dated as ofdbawer 3, 1996, between the Registrant and Pharraadi&pjohn Company,
incorporated by reference to Exhibit 10.8 of thgR&ant's Registration Statement on Fol-1 (Registration No. 3:-76409).

10.5* Assignment Agreement dated as of Januani 337, between the Registrant, Glaxo Wellcomednd. The Wellcome

Foundation Ltd., incorporated by reference to ExHiB.9 of the Registrant's Registration StatenoenEorm S-1 (Registration
No. 33%-76409).
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Exhibit No. Description

10.6** Employment Agreement dated November 29®Between the Registrant and Roger Jeffs, incatpdry reference to
Exhibit 10.9 of the Registrant's Quarterly Reportrmrm 1(-Q for the quarter ended March 31, 20

10.7 Form of Indemnification Agreement betweem Registrant and each of its Directors and Exeeudifficers, incorporated by
reference to Exhibit 10.1 of the Registrant's QerrtReport on Form 1-Q for the quarter ended March 31, 20

10.8 Amendment No. 1 to Exclusive License AgreementdaiVe as of December 3, 1996, made as of Octg202 by and betwee
Pharmacia & Upjohn Company and the Registrant,rpm@ated by reference to Exhibit 10.25 of the Regig's Quarterly Report
on Form 1-Q for the quarter ended September 30, 2

10.9** Standard No-plan Option Award Agreement used by the Registiangrporated by reference to Exhibit 10.39 of Registrant's
Annual Report on Form -K for the fiscal year ended December 31, 2(

10.10** Amendment dated December 11, 2002 to Employmengéégent between the Registrant and Roger Jeffs;poated by
reference to Exhibit 10.40 of the Registrant's AalriReport on Form I-K for the fiscal year ended December 31, 2(

10.11** Amendment dated December 11, 2002 to Bgmpkent Agreement between the Registrant and PahbNancorporated by
reference to Exhibit 10.43 of the Registrant's AalriReport on Form 1-K for the fiscal year ended December 31, 2(

10.12** Amendment dated December 29, 2004 to Bgmpent Agreement between Roger Jeffs and the Ragistated November 29,
2000, as previously amended, incorporated by referéo Exhibit 10.2 of the Registrant's For-K filed on December 29, 200

10.13** Amendment dated December 29, 2004 to Employmengéégent between Paul A. Mahon and the Registraatdatne 16, 200.
as previously amended, incorporated by referen&xlibit 10.4 of the Registrant's Current Reporfanm 8-K filed on
December 29, 200:

10.14** Form of terms and conditions for awards granteBrployees by the Registrant under the Amended @stiled Equity Incentiy
Plan, incorporated by reference to Exhibit 10.1hef Registrant's Current Report on Foi-K filed on December 17, 200

10.15** Form of Terms and Conditions for Awards grantetltm-Employees by the Registrant under the Amended asthied Equit
Incentive Plan, incorporated by reference to ExHiBi2 of the Registrant's Current Report on Forkhf8ed on December 17,
2004.

10.16** United Therapeutics Corporation Supplemental ExeeRetirement Plan, effective as of July 1, 2086¢rporated by referent
to Exhibit 10.1 of the Registrant's Current Report-orm K filed on May 4, 2006

10.17** Employment Agreement, dated as of Augys2006, between John Ferrari and the Registnacdrporated by reference to
Exhibit 10.1 of the Registrant's Current Reporfonm &K filed on August 4, 200¢

10.18** Amendment, dated as of July 31, 200@Grtended Employment Agreement, dated November 28, 2@tween Roger Jeffs and
the Registrant, incorporated by reference to ExHiBi2 of the Registrant's Current Report on Fo-K filed on August 4, 200¢

10.19** Amendment, dated as of July 31, 2006, to amendepldyment Agreement, dated June 16, 2001, betweehA&ahon and th
Registrant, incorporated by reference to ExhibiB1df the Registrant's Current Report on Fo-K filed on August 4, 200¢

10.20** Amendment, dated as of December 28, 2006, to Emptoy Agreement, dated August 2, 2006, between Behnari and th

Registrant, incorporated by reference to ExhibifLidf the Registrant's Current Report on Fo-K filed on December 29, 200
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Exhibit No

Description

10.21

10.22**

10.23**

10.24**

10.25**

10.26**

10.27**

10.28**

10.29**

10.30**

10.31**

10.32**

10.33**

United Therapeutics Corporation Suppleniétracutive Retirement Plan Rabbi Trust Documenéied into on December 28,
2007, by and between the Registrant and Wilmingiast Company, as trustee, incorporated by referém&xhibit 10.1 of the
Registrant's Current Report on For-K filed on December 28, 200
United Therapeutics Corporation Shareckiag Awards Plan, incorporated by reference toikixi0.1 of the Registrant's
Quarterly Report on Form -Q for the quarter ended June 30, 2(

First Amendment to the United Therapeutics CorponaShare Tracking Awards Plan, incorporated bgnexice to Exhibit 10.1
the Registrant's Current Report on For-K filed on September 18, 200
Second Amendment to the United Therapeutics Cotipor&hare Tracking Award, incorporated by refeeetecExhibit 10.1 o
the Registrant's Current Report on Foi-K filed on February 6, 201!

Form of terms and conditions for awards grantedait-employees by the Registrant under the United Theartégs Corporatiol
Share Tracking Awards Plan, incorporated by refegdn Exhibit 10.2 of the Registrant's Quarterlyp&€ on Form 10-Q for the
quarter ended June 30, 20
Form of terms and conditions for awards granteghtployees by the Registrant prior to January 1020tder the Unite
Therapeutics Corporation Share Tracking Awards Riaorporated by reference to Exhibit 10.3 of Registrant's Quarterly
Report on Form 1-Q for the quarter ended June 30, 2(

Form of terms and conditions for awards granteehtployees by the Registrant on or after Janua2p10, under the Unite
Therapeutics Corporation Share Tracking Awards Riarorporated by reference to Exhibit 10.48 of Registrant's Annual
Report on Form 1-K for the year ended December 31, 2C
Form of terms and conditions for awards grantegitployees on or after March 15, 2011 under theddnitherapeutic
Corporation 2011 Share Tracking Awards Plan andUthieed Therapeutics Corporation 2008 Share TrarRiwards Plan,
incorporated by reference to Exhibit 10.2 of Regists Registration Statement on Form S-8 (RedgistréNo. 333-173858) filed
on May 2, 2011
Form of grant letter used by Registrantler the United Therapeutics Corporation SharekimgcAwards Plan, incorporated by
reference to Exhibit 10.4 of the Registrant's QaryrtReport on Form 2-Q for the quarter ended June 30, 2C
United Therapeutics Corporation 2011 &hliracking Awards Plan, incorporated by referewcExhibit 10.1 of the Registrant's
Current Report on Form-K filed on March 18, 2011
First Amendment to the United Therapeutics Corpona2011 Share Tracking Awards Plan, incorporatedetfierence tc
Exhibit 10.2 of the Registrant's Current Reporfonm &K filed on February 6, 201:

Form of terms and conditions for awardarded to employees by the Registrant on or aft@rcii 15, 2011 under the United
Therapeutics Corporation Share Tracking Awards Btahe United Therapeutics Corporation 2011 Shaaeking Awards Plan,
incorporated by reference to Exhibit 10.2 of thgiR&ant's Current Report on Fori-K filed on March 18, 2011
Form of terms and conditions for awards grantedait-employees by the Registrant on or after March 0812under the Unite
Therapeutics Corporation Share Tracking Awards Btahe United Therapeutics Corporation 2011 Shaaeking Awards Plan,
incorporated by reference to Exhibit 10.3 of thgiR&ant's Current Report on Forr-K filed on March 18, 2011
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10.34**

10.35*

10.36*

10.37**

10.38**

10.39

10.40

10.41*

10.42*

10.43*

10.44

10.45*

10.46*

Form of grant letter used by Registrantler the United Therapeutics Corporation 2011 Sheaeking Awards Plan, incorporated
by reference to Exhibit 10.4 of the Registrant'sr€ut Report on Form-K filed on March 18, 2011
License Agreement, dated as of NovembeRQ@8, by and between Eli Lilly and Company arel Registrant, incorporated by
reference to Exhibit 10.2 of the Registrant's QurfReport on Form-K filed on December 24, 200
Manufacturing and Supply Agreement, dated as ofdxther 14, 2008, by and between Eli Lilly and Conypaiily del
Caribe, Inc. and the Registrant incorporated bgregfce to Exhibit 10.3 of the Registrant's CurfReport on Form 8-K filed on
December 24, 200i
Form of Amendment to Employment Agreement betwaerRegistrant and each of Roger Jeffs, Paul Mahdrdahn Ferrar
each dated as of January 1, 2009, incorporatedfbyence to Exhibit 10.3 of the Registrant's Qubrfeeport on Form 10-Q for
the quarter ended March 31, 20
Form of Amendment to Employment Agreements betwberRegistrant and each of Roger Jeffs, Paul ManonJohn Ferrar
each dated as of February 22, 2010, incorporatedfeyence to Exhibit 10.46 of the Registrant's dadrReport on Form 10-K for
the year ended December 31, 2C

Distribution Agreement dated as of AugustZD09 between the Registrant and Accredo Heaibs Inc., incorporated by
reference to Exhibit 10.47 of the Registrant's AairiReport on Form -K for the year ended December 31, 2C
Stipulation of Settlement, dated October 25, 2@hong the parties to a derivative lawsuit agaimstdirectors and officers of tl
Registrant identified therein, incorporated by refece to Exhibit 10.1 to the Registrant's QuartBdyort on Form 10-Q for the
quarter ended September 30, 2C
Credit Agreement, dated as of December 27, 2010ngrthe Registrant, the lenders party thereto fiom to time, Wells Farg
Bank, National Association, as the Administrativgefit, and certain subsidiaries of the Registranguerantors, incorporated by
reference to Exhibit 10.37 to the Registrant's AairiReport on Form -K for the year ended December 31, 2C
Amended and Restated Distribution Agreement, dasedf February 21, 2011, between the Registranfancedo Healtt
Group, Inc., incorporated by reference to ExhiBit3B to the Registrant's Annual Report on Form 1fewkthe year ended
December 31, 201/

Construction Management Agreement between the Regisand DPR Construction, a General Partnerslaifgd as of January :
2011, as amended by Amendment No. 1, dated asefZ8; 2011, incorporated by reference to Exhibif 1o the Registrant's
Quarterly Report on Form -Q for the quarterly period ended June 30, 2!

Technical Services Agreement, dated May @87, between the Registrant and Kurzweil Teclgiek) Inc., as amended as of
October 27, 2011, incorporated by reference to liikhD.1 to the Registrant's Quarterly Report om#&0-Q for the quarter
ended September 30, 20:

Confirmation, dated October 11, 2011, abte hedging transaction between the RegistrahDautsche Bank AG, London
Branch, incorporated by reference to Exhibit 10.&he Registrant's Quarterly Report on Form 104QHe quarter ended
September 30, 201
Confirmation, dated October 11, 2011, @farant transaction between the Registrant andddke Bank AG, London Branch,
incorporated by reference to Exhibit 10.2 to thgiB@ant's Quarterly Report on Form 10-Q for thartger ended September 30,
2011.
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10.47* Confirmation, dated October 11, 2011, mbacelerated share repurchase transaction bethvedegistrant and Deutsche Bank
AG, London Branch, incorporated by reference toikixii0.4 to the Registrant's Quarterly Report annk 10-Q for the quarter
ended September 30, 20:

21 Subsidiaries of the Registral

23.1 Consent of Ernst & Young LLP, Independent Registd?ablic Accounting Firn

31.1 Certification of Chief Executive Officer pursuantRule 13-14(a) of the Securities Exchange Act of 1¢

31.2 Certification of Chief Financial Officer pursuantRule 13-14(a) of the Securities Exchange Act of 1€

32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuamt $ection 906 of the Sarba-Oxley Act of 2002

101 The following financial information from our AnnuBeport on Form 1K for the year ended December 31, 2011, filed with

SEC on February 28, 2012, formatted in ExtensihlsiBess Reporting Language (XBRL): (i) ConsolidéBatance Sheets as of
December 31, 2011 and 2010, (ii) Consolidated Btatgs of Operations for each of three years irpthved ended December 31,
2011, (iii) Consolidated Statements of StockholdEdgiity for each of the three years in the pegnded December 31, 2011,
(iv) Consolidated Statements of Cash Flows for eddhe three years in the period ended Decembe2(@®l1, and (v) Notes to
Consolidated Financial Statements.

(D) The XBRL related information in Exhibit 101 to thAénual Report on Form -K shall not be deemed “filed" for purposes of Settl¢
of the Securities Exchange Act of 1934, as amenategtherwise subject to liability of that sectiand shall not be incorporated by
reference into any filing or other document purduarthe Securities Act of 1933, as amended, exagghall be expressly set forth by
specific reference in such filing or document.

* Confidential treatment has been granted with redperertain portions of this exhibit pursuant tol&406 of the Securities Act of 19:
as amended or Rule 246-2 of the Securities AcB8#1as amended. The omitted portions of this dootimave been filed with the
Securities and Exchange Commission.

*x Designates management contracts and compensasios.
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SUBSIDIARIES OF THE REGISTRANT
LRX Merger Sub, Inc., a Delaware Corporation
Lung Biotechnology Hong Kong Limited, a Hong Kongr@pany
Lung Biotechnology (Nanjing) Co., Ltd., a Chinesédly Foreign-Owned Entity
Lung LLC, a Delaware Limited Liability Company
LungRx Limited, a United Kingdom Company
Revivicor, Inc., a Delaware Corporation
United Therapeutics Europe, Ltd., a United KingdBompany
Unither Biotech Inc., a Canadian Corporation
Unither Neurosciences, Inc., a Delaware Corporation
Unither Pharma, LLC, a Delaware Limited Liabilitp@pany
Unither Pharmaceuticals, LLC, a Delaware LimitedHility Company
Unither Telmed, Ltd., a Delaware Corporation
Unither Therapeutik GmbH, a German Company
Unither Virology, LLC, a Delaware Limited Liabilit€ompany
Unither.com, Inc., a Delaware Corporation
1109 Spring Managing Member, LLC, a Delaware Limhitéability Company

1109 Spring Holdings, LLC, a Delaware Limited Lilitlyi Company

Exhibit 21
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference ifdlewing Registration Statements:

D) Registration Statement (Form S-8 No. 333-108168&pgpeng to the United Therapeutics Corporatiorgsiiy Incentive Plan,
2) Registration Statement (Forn-8 No. 33:-56922) pertaining to the United Therapeutics Caxpon’'s Equity Incentive Pla
3) Registration Statement (Forn-8 No. 33:-95419) pertaining to the United Therapeutics Caapon's Equity Incentive Pla

4) Registration Statement (Form S-8 No. 333-153698ppeng to the United Therapeutics Corporatioriiar® Tracking Awards
Plan,

(5) Registration Statement (Forn-8 No. 33:-161995) pertaining to the United Therapeutics Cafion's Share Tracking Awar:
Plan,

(6) Registration Statement (Form S-8 No. 333-173858ppeng to the United Therapeutics Corporatioi®$ 2 Share Tracking
Awards Plan, and

©) Registration Statement (Form S-4 No. 333-17385mppeng to United Therapeutics Corporation comrstotk

of our reports dated February 28, 2012, with ressfrethe consolidated financial statements andddeeof United Therapeutics Corporation
and the effectiveness of United Therapeutics Catjpmr's internal control over financial reportimgcluded in this Annual Report (Form 10-K)
for the year ended December 31, 2011.

/sl Ernst & Young LLF

McLean, Virginia
February 28, 2012
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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&))}%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

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, 2012

/s/ MARTINE 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) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

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, 2012

/s/ JOHN M. FERRARI

By: John M. Ferrar
Title: Chief Financial Officer and Treasurt
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of t8diTherapeutics Corporation (the "Company") omk&6-K for the period ended
December 31, 2011 as filed with the SecuritiesEaxchange 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 requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results of operations of 1
Company.

/sl MARTINE A. ROTHBLATT

Martine A. Rothblatt

Chairman and Chief Executive Officer
United Therapeutics Corporation
February 28, 201

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, 2011 as filed with the SecuritiesEaxchange 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:

D) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of 1
Company.

/s/ JOHN M. FERRARI

John M. Ferrari

Chief Financial Officer and Treasurer
United Therapeutics Corporation
February 28, 201

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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