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PART |
ITEM 1. BUSINESS

United Therapeutics Corporation is a bibtedogy company focused on the development and @wialization of unique products to
address the unmet medical needs of patients wittna@hand life-threatening conditions.

Our key therapeutic products and productiziates include:

. Prostacyclin Analogues.Prostacyclin analogues are stable synthetic fafhpsostacyclin, an important molecule produced by
the body that has powerful effects on blood velsealth and function. Our lead product is Remodul{tr@prostinil) Injection
(Remodulin), which is administered subcutaneousiyntwavenously for the treatment of pulmonary aaiehypertension (PAH).
The United States Food and Drug Administration (fFitially approved Remodulin in 2002 for subcutans (under the skin)
administration. Subsequently, the FDA broadenedpfwoval of Remodulin for intravenous (in the yaise and for the
treatment of patients who require transition frolml&n® (epoprostenol), the first FDA-approved paastlin therapy for PAH.
In addition to the United States, Remodulin is appd in 37 other countries, most of which have apgd both routes of
administration. In 2009, the FDA approved Tyvasa®grostinil) Inhalation Solution (Tyvaso), an itd@ prostacyclin therapy
for the treatment of PAH, and we commenced comrakseiles later that year. We are in the late stafjdeveloping our oral
tablet of treprostinil diolamine for the treatmefitPAH, and have recently commenced pre-clinioadigts of a self-injectable
form of treprostinil, which we refer to as TransChmeprostinil. Our wholly-owned subsidiary Lung LLi€separately
developing beraprost, another type of prostacyaialogue, as an oral tablet known as 314d and astanded release injection
we refer to as TransCon Beraprost, both for thetitnent of PAH.

. Phosphodiesterase Type 5 (PDE-5) InhibitdPDES inhibitors act to inhibit the degradation of dgajuanosine monophosph
(cGMP) in cells. cGMP is activated by nitric oxi(hO) to effect relaxation of vascular smooth mus@er PDE-5 inhibitor
product is Adcirca® (tadalafil) tablets (Adcirca)pnce-daily oral therapy for the treatment of PA¥ acquired exclusive U.S.
commercialization rights to Adcirca from Eli Lilgnd Company (Lilly) in 2008. In 2009, the FDA apged Adcirca for the
treatment of PAH, and we commenced commercial $alesthat year.

. Monoclonal Antibodies (MAbs)MADs act by targeting tumor-associated antigensancer cells to activate a patient's immune
system against the cancer cells. We are develdpsgntibody Ch14.18 MADb for the treatment of ndlastoma, under an
agreement with the National Cancer Institute oflin¢ed States National Institutes of Health (NIMJe are also developing
another antibody, 8H9 MADb, for the treatment of as¢dtic brain cancer, under an agreement with Mainsloan-Kettering
Cancer Center.

. Glycobiology Antiviral Agents.Glycobiology antiviral agents are a novel classmall, sugar-like molecules that have shown
pre-clinical indications of efficacy against a bdaange of viruses. In September 2011, we werededaa contract from the
National Institute of Allergy and Infectious Diseasof the NIH for studies directed at the developnoé a broad spectrum
antiviral drug based on our glycobiology antivipdtform.

. Cell-Based Therapy.In June 2011, we entered into a license agreewiémPluristem Ltd. (Pluristem) to develop and
commercialize its cell-based product known as PhtateXpanded (PLX) cells for the treatment of PAdinhg Pluristem's
proprietary cell technology. We are currently coctéhg preclinical toxicology and pharmacology saslto support a potential
investigational new drug application for the treatrnof PAH, and expect to commence a phase | elisitidy in Australia
during the first half of 2013.
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. Engineered Lungs and Lung Tissue for Transplantatidhe only reported cure for PAH is a full lungrsplant. Using the
xenotransplantation technology we acquired thraughlJuly 2011 acquisition of Revivicor Inc. and el regenerative
medicine technologies that we have licensed, wénaiee early pre-clinical stage of developing ergired lungs and lung tissue
which can be transplanted into patients suffermgifPAH and other lung diseases.

We devote most of our research and devetopmesources to developing these key productpaodiict candidates.

We generate revenues primarily from the salRemodulin, Tyvaso and Adcirca (which we refeas 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 Histors in the United States and our other distalsiinternationally.

United Therapeutics was incorporated inaldare in June 1996. Our principal executive offiaeslocated at 1040 Spring Street, Silver
Spring, Maryland 20910. We also maintain execubifices at 55 T.W. Alexander Drive, Research Triarfgark, North Carolina 27709.

Unless the context requires otherwise desmotherwise 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 Our Territory
Remodulin Continuous Pulmonary arterial ~ Approved in the U.S., most of Europe*, Worldwide
subcutaneous hypertension Argentina, Australia, Canada, Chile, Israe
Mexico, Peru, Saudi Arabia, South Korea
Taiwan and Venezuela; commercial sales
most of these countri¢
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 Kore
Tyvaso Inhaled Pulmonary arterial  Commercial in the U.S. Worldwide
hypertensior
Adcirca Oral Pulmonary arterial  Commercial in the U.S. United States
hypertensior
Oral Treprostinil  Oral Pulmonary arterial  NDA filed with FDA; resubmission filed i Worldwide
hypertensior response to FDA's complete response i
Oral Treprostinil  Oral Pulmonary arterial ~ Phase llI Worldwide
Combination hypertension
Therapy
Ch14.18 MAb Intravenous Neuroblastomi Phase llI Worldwide
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Mode of Current
Product Delivery Indication/Market Status Our Territory
Remodulin Continuous Pulmonary arterial Phase Il United States, United Kingdom,
intravenous via hypertension France, Germany, Italy and Japan

implantable pum

Beraprost 314d Oral Pulmonary arterial Phase II North America, Europe, Mexico,
hypertension South America, Egypt, India, South
Africa and Australie

8H9 MAb Intravenous Metastatic brain canct Phase Worldwide
TransCon Treprostini  Self-Injection Pulmonary arterial Pre- North America, Europe, Mexico,
hypertension Clinical South America, Egypt, India, South

Africa and Australic

TransCon Beraprost  Self-Injection Pulmonary arterial Pre- North America, Europe, Mexico,
hypertension Clinical South America, Egypt, India, South
Africa and Australie

PLX Cells Intravenous Pulmonary arterial Pre- Worldwide
hypertensior Clinical
Glycobiology Oral Broadspectrum agents agail  Pre- Worldwide
Antiviral Agents viral infectious disease Clinical
Engineered Lungs fo  Various End-stage lung disease Pre- Worldwide
Transplantatior Clinical
* We have obtained approval for subcutaneous Renroatu3 member countries of the European Economé@AEEA), as well as other non-EEA countries in

Europe, and have received pricing approval in robtttese countries. We have obtained approvahfoavenous Remodulin in 23 EEA countries and
Switzerland, and are in the process of submittingjry applications and our risk management plaselect countries based on market fact

Products to Treat Cardiopulmonary Diseases
Pulmonary Arterial Hypertension

PAH is a life-threatening disease that@ffé¢he blood vessels in the lungs and is chatiaeteby increased pressure in the pulmonary
arteries, which are the blood vessels leading fitoerheart to the lungs. The elevated pressureeipttmonary arteries strains the right side of
the heart as it pumps blood to the lungs. This ®xaly leads to right heart failure and, ultimatedgath. PAH is characterized by structural
changes in blood vessel walls, aggregation of jelest@nd alteration of smooth muscle cell functibis estimated that PAH affects between
100,000 and 200,000 individuals worldwide. The amass of PAH continues to grow, as we have seeeases in the number of people
diagnosed with the disease. However, due to tligy i&drthe disease and the complexity of diagnosingnly a small fraction of patients with
PAH are being treated. There is scientific intenestlentifying easier, less invasive methods efgtiosing PAH. If this research is successful,
more patients could be diagnosed at an earlieesifithe disease.
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Currently, treatment of PAH focuses on ¢hdéstinct molecular pathways that have been impdid in the disease process: the prostacycl
pathway, the NO pathway, and the endothelin (EThypay. The three classes of drugs that target ttheee pathways are:

. Prostacyclin Analogues.Patients with PAH have been shown to have redlesexdls of prostacyclin, a naturally occurring
substance that has the effect of relaxing the ponémpoblood vessels, preventing platelet aggregatiod inhibiting the
proliferation of smooth muscle cells in the pulmgneessels. Therefore, drugs that mimic the aatioprostacyclin, known as
prostacyclin analogues, are established PAH tra@ttne

. PDE-5 Inhibitors. Patients with PAH have also been shown to hageced levels of the enzyme responsible for proaubi®,
a naturally occurring substance in the body thatea relaxation of the pulmonary blood vessels prgauces this effect by
increasing intracellular levels of an intermedikmpwn as cyclic guanosine monophosphate (cGMP)tefbie, another
established therapeutic approach has been to ithédegradation of cGMP, using drugs that aresmnas 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 cotfistriand structural changes of the pulmonary blesbels. Therefore,
another established therapeutic approach has bd#adk the action of endothelin with drugs tha Rnown as endothelin
receptor antagonists (ETRAS).

Because any or all of the three pathways may lrapeetic targets in a patient, these three clasfs#iigs are used alone or in combination to
treat patients with PAH. We currently market drirgsvo of these three classes. Remodulin and Tyaas@rostacyclin analogues, and Adc
is a PDE-5 inhibitor.

Remodulin

Our lead product for treating PAH is Remlad(treprostinil) Injection, the active pharmadieat ingredient of which is a prostacyclin
analogue known as treprostinil. We sell Remodulisfecialty pharmaceutical distributors in the BaiStates and to international
pharmaceutical distributors. We recognized apprataty $458.0 million, $430.1 million and $403.6 loih in Remodulin revenues,
representing 50 percent, 58 percent and 68 peofenir net revenues for the years ended Decemhe&t3P, 2011 and 2010, respectively. In
2002, Remodulin was approved by the FDA as a coatia subcutaneous infusion for the treatment of RApatients with New York Heart
Association (NYHA) Class 1I-IV (moderate to sevesgjnptoms. In 2004, the FDA expanded its apprayv@ktrmit continuous intravenous
infusion of Remodulin for patients who cannot tatersubcutaneous infusion. In 2006, the FDA expaiitdeapproval to include transition of
patients to Remodulin from Flolan® (epoprosteniig, first FDA-approved prostacyclin therapy for PAR 2007, the results of a prospective,
open-label study demonstrated that stable patweititsPAH can be safely transitioned from Flolarrtsavenous Remodulin using a rapid
switch protocol. Remodulin is the only prostacy@imalogue approved for patients with NYHA clasB/isymptoms.

Outside of the United States, Remoduliapgproved for treatment of PAH in 37 countries bgtawous subcutaneous administration.
Remodulin is also approved for treatment of PAHbigtinuous intravenous administration in 31 coestoutside the U.S., including 23
countries in Europe that granted approval in Deecam2011. Applications for approval of both subcetauns and intravenous Remodulin are
under review in other countries. We continue tokmoward commercializing Remodulin in new terrigsj including China (where we filed a
marketing application in September 2011) and Jgwaere we expect to file a marketing applicatior2@1.3).

6
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We believe Remodulin offers many competitidvantages over Flolan, which is delivered cowtiisly through a surgically implanted
intravenous catheter connected to an external @mdps not approved for subcutaneous use. Flolappsoved for the treatment of patients
with PAH. Generic formulations of Flolan are als@iable. We believe subcutaneous Remodulin prevjpiients with a less invasive
alternative to Flolan. In contrast to Flolan, Remlodis stable at room temperature and lasts sgitly longer inside the human body. These
attributes allow for potentially safer and more wamient drug delivery to patients. Unlike FlolarerRodulin can be delivered by subcutaneou:
infusion with a pager-sized miniature infusion purSpbcutaneous delivery of Remodulin also elimigdte risk of central venous catheter
infection and the hospitalization required to beiginavenous infusion. Remodulin's extended presém¢he body may also reduce the risk of
rebound PAH, and possibly death, if treatment rsiptly interrupted. The stability of Remodulin alsltows it to be packaged as an aqueous
solution, so patients do not have to mix the daggthey do with Flolan. Remodulin can be continyoindused for up to 48 hours before
refilling the infusion pump, unlike Flolan, whichust be mixed and refilled every 24 hours. Trepnilstihe active ingredient in Remodulin, is
highly soluble in an agueous solution, which ensibie to manufacture Remodulin in highly concentrat@utions. This allows therapeutic
concentrations of Remodulin to be delivered at flmw rates via miniaturized infusion pumps for batibcutaneous and intravenous infusion.
Lastly, Remodulin does not require the patientdekthe drug cool during infusion. This eliminates need for cooling packs or refrigeration
to keep Remodulin stable, as is required with FFlalae to Flolan's chemical instability at room temgture.

In 2008, Teva Pharmaceuticals Industries (feva) announced that the FDA approved its garsf generic epoprostenol (the active
ingredient in Flolan) for the treatment of PAH, etihas all of the attributes of Flolan discusseavabAlso in 2008, the FDA approved
another intravenous version of epoprostenol, wiiaurrently marketed by Actelion Pharmaceuticats (Actelion) under the name Veletri®.
Veletri is stable at room temperature but sharestmiFlolan's other attributes including risk ehtral venous catheter infection, required
hospitalization at the start of treatment, sholt-life@ (which increases risk of rebound PAH), mmgi requirements, daily pump refills and large
pump size. Actelion also markets Tracleer®, an ET&#& Ventavis®, an inhaled prostacyclin, for tleatment of PAH.

In February 2012, we received notice ohbhreviated new drug application by Sandoz Inauesting FDA approval to market a generic
version of the 10 mg/mL strength of Remodulin. GecBmber 7, 2012, we received notice that Sandoaimahded its previously filed
abbreviated new drug application to request addifiapproval to market generic versions of the mig/2.5 mg/mL, and 5 mg/mL strengths
of Remodulin. For further details, see the sedtielow entitledGovernmental Regulation—Hatch-Waxman auditem 3.—Legal
Proceedings

There are noteworthy adverse events agedorgth Remodulin. When infused subcutaneouslyn®&dulin causes varying degrees of
infusion site pain and reaction (redness and swgglin most patients. Patients who cannot toleteganfusion site pain related to use of
subcutaneous Remodulin may instead use intraveéRenmmdulin. Intravenous Remodulin is delivered amrdusly through a surgically
implanted central venous catheter, similar to Flpleletri and generic epoprostenol. When deliventdvenously, Remodulin bears the risk
of central venous catheter infection and a serfogdstream infection known as sepsis, as do Fl&aletri and generic epoprostenol. Genera
side effects associated with Remodulin includertiea, jaw pain, vasodilation and edema.

International Regulatory Review of Subcutaneouslatrdvenous Remodulin

Remodulin is approved in 37 countries algghe United States. In 31 of these countrids,approved for both subcutaneous and
intravenous use. In the other six countries, Rerioduapproved for subcutaneous use only.

7
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We used the mutual recognition process;rieesd more fully inGovernmental Regulation—Marketing Pharmaceuticald®icts Outside
the United Statesto obtain approval of subcutaneous Remodulin@streountries in the European Union (EU). The miute@ognition proces
for subcutaneous Remodulin was completed in 20@h, positive decisions received from 23 member t¢oes of the EEA. We withdrew our
applications in the Republic of Ireland (Irelan8pain and the United Kingdom (UK) following a requ#or additional documentation from
these countries. In December 2011, we receivedatyy approval by the French regulatory ageh&gence Nationale de Sécurité du
Médicament et des Produits de Sé(ANSM), for the intravenous use of Remodulin tatrBAH. The ANSM approval followed a review
period during which each EEA member nation whicti peeviously approved subcutaneous Remodulin thralig mutual recognition process
reviewed and endorsed the final variation assessrapaort issued by ANSM, which will allow us to rkat intravenous Remodulin in those
countries following pricing approval and approvabar risk management plan (RMP) in each country.

In Europe, an RMP is routinely requirecpast of the regulatory approval process for newigiees and also for significant variations
involving a change to the route of administratifammulation or indication. For intravenous Remodulve will implement an RMP focused on
minimizing the known risks of central venous caghetlated blood stream infections associated inttiavenous administration. To date, our
RMP for intravenous Remodulin has been approvednrEEA countries.

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

Intravenous Remodulin Administered via Implantdblenp

A majority of the patients who die of PARIthe United States each year have not initiagatiment with an infused prostacyclin analo
which is a complex and burdensome form of medivalapy. In 2009, we entered into an agreementM@ttronic, Inc. (Medtronic) to
develop its Synchromed® implantable pump to delRemodulin, which, if successful, could eliminatam of the patient burdens associated
with infused prostacyclins.

Medtronic commenced a clinical trial adrataring Remodulin using the Synchromed in April 284 support FDA approval for the use
Remodulin with its implantable pump. Patient enmaht in the clinical trial was completed in latevémber 2012. Based on current
projections of patient days and discontinuatiorsexpect that the clinical trial will be completedate 2013. In certain countries in Europe
implantable pump distributed by OMT GmbH & Co. K&used to deliver intravenous Remodulin to somie izt

Tyvaso

We commenced commercial sales of Tyvagbearinited States in 2009. We sell Tyvaso to timesapecialty pharmaceutical distributors
in the United States that distribute Remodulin. fheryears ended December 31, 2012, 2011 and 2@&Ll&cognized approximately
$325.6 million, $240.4 million and $151.8 million Tyvaso revenues, representing 36 percent, 32peand 26 percent, respectively, of our
net revenues.

Currently, the only other FDA-approved ildthprostacyclin analogue is Ventavis. Ventavisiggketed by Actelion in the United States
and by Bayer Schering Pharma AG in Europe. Theadtigredient in Ventavis, iloprost, has a haléldf approximately 20 to 30 minutes and
can cause a




Table of Contents

decrease in systemic (body-wide) blood pressuteifirug is administered at too high a dose. Patieeed to inhale Ventavis six to nine times
per day via a nebulizer. According to its packaggeit, each Ventavis inhalation consists of fouetominutes of continuous inhalation via the
nebulizer.

In contrast to iloprost, treprostinil (thetive ingredient in Tyvaso) has a longer half-fifed greater selectivity to the lungs. Tyvaso is
administered four times a day, by inhaling up teerfbreaths during each two- to three-minute treatrsession. Tyvaso is required to be
administered using our proprietary Tyvaso Inhatafxystem, which consists of an ultra-sonic nebulizat provides a dose of Tyvaso on a
breath-by-breath basis. In addition, a day's supplyyvaso is packaged in a single ampule emptieaithe 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 appeaydzbtsimilar to those previously reported for
treprostinil or due to administration by inhalatidime most common adverse events were transiegh¢ctieadache, nausea, dizziness and
flushing. We completed an opdabel study in the United States to investigateciivécal effects of switching patients from Venisto Tyvaso
in which improvements in patient quality of life reeobserved. Patients in this study also savediarage of approximately 1.4 hours per day
when administering Tyvaso compared to Ventavis.

Regulatory Approval of Tyvaso

In 2009, the FDA approved Tyvaso for tleatment of PAH using the Tyvaso Inhalation Sysfeywaso is indicated to increase walk
distance in patients with NYHA Class |1l symptonfdP#\H, which includes multiple etiologies such d®pathic and familial PAH, as well as
PAH associated with scleroderma and congenital loésease.

In connection with the Tyvaso approval,ageeed to a post-marketing requirement (PMR) an@dicepost-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 stydidgereas a sponsor voluntarily commits to conéMCs.

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 eatibn and prioritization of user-related risk &olled by a human factors study. The
modifications and usability analysis have been deted, and in September 2011, the FDA notifiechas e had fulfilled the requirements of
the PMCs. In July 2012, we received FDA approvakfonodified Tyvaso Inhalation System based orrékalts of the PMCs. As a result, we
are currently manufacturing the modified inhalataystem, which we expect to release commercialB0ib3.

We are working to further improve the Tywdshalation System to make it easier for patiémisse. If ultimately approved by the FDA,
an improved Tyvaso Inhalation System could enhgatient convenience and potentially increase timabau of patients using Tyvaso.

In accordance with our PMR, we are enrglliatients in a long-term observational study alttnited States that will include 1,000
patient years of follow-up in patients treated withvaso, and 1,000 patient years of follow-up intcol patients receiving other PAH
treatments. This study will allow us to continusessing the safety of Tyvaso. We are requiredduige the FDA with annual updates on our
PMR, and to submit the results of the study by Drmer 15, 2014. While we believe we are on schetdut®mplete the PMR by this deadline,
any failure or delay could result in penaltiesuling fines or withdrawal of Tyvaso from the matkenless we are able to demonstrate good
cause for the failure or delay.
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In June 2010, the FDA granted orphan degjghation for Tyvaso. Such a designation, couplighd an approval of the product for the
orphan indication, confers an exclusivity periotbtigh July 2016, during which the FDA may not apgrany application to market the same
drug for the same indication, except in limiteccaimstances.

We are not seeking European Medicines AgéBMA) approval of Tyvaso for the treatment of PANe expect to make Tyvaso
available in certain European and Latin Americannddes in 2013 on an unmarketed, named-patiens fla®ugh country-specific
arrangements with our distributors, to the extdntsirians prescribe Tyvaso in those countries.

Adcirca

We began selling Adcirca in 2009. AdcirsaiPDE-5 inhibitor, the active pharmaceutical éatignt of which is tadalafil. Tadalafil is also
the active pharmaceutical ingredient in Cialis®jahhis marketed by Lilly for the treatment of eictlysfunction. We acquired the
commercial rights to Adcirca for the treatment &tHPin the U.S. from Lilly in 2008. We sell Adcira prices established by Lilly, which are
at parity with Cialis pricing and typically setatiscount from an average wholesale price to paegentical wholesalers. For the years ended
December 31, 2012, 2011 and 2010, we recognizemxipmately $122.5 million, $70.6 million and $368llion in Adcirca revenues,
representing 13 percent, 9 percent and 6 perasgectively, of our net revenues.

Patients with PAH have been shown to hadeiced levels of the enzyme responsible for pradukio, a naturally occurring substance in
the body that has the effect of relaxing vascutaoath muscle cells. Impaired blood vessel relaxaitigpenile tissue is also a cause of erectile
dysfunction. NO works to relax pulmonary blood \ws$y increasing intracellular levels of an intediary known as cyclic GMP. Because
cyclic GMP is degraded by PDE-5, an establishethffeutic approach in the treatment of PAH is toRB&-5 inhibitors to increase levels of
cGMP in blood vessels and improve cardiopulmonangfion in PAH patients.

Prior to the approval of Adcirca, Revatio@hich is marketed by Pfizer Inc. (Pfizer), was timdy PDE-5 inhibitor approved for the
treatment of PAH. Sildenafil citrate, the activgiadient in Revatio, is also the active ingrediarifiagra®,which is marketed by Pfizer for t
treatment of erectile dysfunction. Revatio is doede times daily. Adcirca is dosed once dailythie fourth quarter of 2012, several
companies launched generic formulations of sildéngfate.

FDA Approval of Adcirca

In 2009, the FDA approved Adcirca with acemended dose of 40 mg, making it the first onaibrdPDE-5 inhibitor for the treatment of
PAH. Adcirca is indicated to improve exercise apiln World Health Organization Group | PAH patignivhich encompasses patients with
multiple forms of PAH including etiologies suchid®pathic and familial PAH as well as PAH assoethtvith collagen vascular disease and
congenital heart disease.

Commercial Rights to Adcirca

In 2008, we entered into several agreemaitksLilly, namely, a license agreement, a mantiféng and supply agreement and a stock
purchase agreement. Pursuant to the license agnédrily granted us an exclusive license for tight to develop, market, promote and
commercialize Adcirca for the treatment of pulmgnlaypertension in the United States and Puerto.Roosuant to the manufacturing and
supply agreement, Lilly agreed to manufacture Agicaind distribute it on our behalf via its wholesaletwork, in the same manner that it
distributes its own pharmaceutical products. In&0@ made a one-time, non-refundable, non-creditadyment of $125.0 million under the
manufacturing and supply agreement and a one-taympnt of $25.0 million under the license agreematsuant to the stock purchase
agreement, Lilly purchased 6.3 million
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shares of our common stock (adjusted for our Seper009 two-for-one stock split) for an aggregatechase price of $150.0 million. See
Strategic Licenses and Relationshigedow for more details on these agreements.

UT-15C Sustained Release Tablets (Oral Treprong}ini

There are currently no approved oral pmathn therapies available to patients in the WhiBtates or Europe. We are developing a nove
salt form of treprostinil for oral administratiomeprostinil diolamine tablets. If we are succebksfuleveloping oral treprostinil, then patients
and physicians may use prostacyclin earlier inftA&l disease continuum, which could increase denfiamolur PAH therapies.

In December 2011, we submitted to the FDA®A for the approval of oral treprostinil for &nent of PAH. Our NDA included the
results of three phase Ill studies:

. Combination Therapy Studies (FREEDOMx@FREEDOM-C2): Two separate 16-week studies of patients oncgpt
background therapy using a PDE-5 inhibitor, sucRegatio, or an ETRA, such as Tracleer, or a coathin of both. The
FREEDOM-C and FREEDOM-Etrials were completed in 2008 and 2011 respectj\aaigl neither achieved statistical
significance for its primary endpoint of improver@nsix-minute walk distance at week 16 (p=0.07d a=0.089,
respectively).

. Monotherapy Study (FREEDOMM) : A 12-week study of PAH patients who were not ag approved background therapy. In
June 2011, we announced that the FREEDOM-M tridliteg@rimary endpoint of improvement in six-minuwtalk distance at
week 12. Analysis of the FREEDOM-M results demaatstl that patients receiving oral treprostinil ioyed their six-minute
walk distance by a median of approximately 23 nsepr0.0125, Hodges-Lehmann estimate and non-p#iaraaalysis of
covariance in accordance with the trial's pre-djmtstatistical analysis plan) as compared togpési receiving placebo. The
median change from baseline at week 12 was 25 sfetepatients receiving oral treprostinil and -Bters for patients receiving
placebo.

We believe that patients in the FREEDOMr@ BREEDOM-C trials needed longer-term treatment with oral tosfinil to provide a
statistically significant clinical trial outcome.sfsuch, we began enrolling patients in a new pHasknical trial (FREEDOM-EV) in the third
quarter of 2012. FREEDOM-EV is a placebo-controbaatly of newly-diagnosed patients who have irgtiadn approved background therapy
(either an ETRA or a PDE-5 inhibitor, but not bot)th one co-primary endpoint being the time tmichl worsening, generally defined as
(1) death; (2) an unplanned hospitalization duBA®1; (3) initiation of prostacyclin for the treatmteof PAH; (4) a decrease in six-minute walk
distance of at least 15 percent from baselineg@ilt to walk) as a result of the progression 8P or (5) unsatisfactory long-term clinical
response. The other co-primary endpoint is chamgé&iminute-walk distance at week 24. We planmmk up to 858 patients in order to
observe 349 clinical worsening events.

On October 23, 2012, the FDA issued a cetaplesponse letter in which it declined to appraweNDA. In January 2013, we filed a
resubmission of our NDA in response to the concaaised in the FDA's complete response letter.AbA has acknowledged our
resubmission as complete and set a targeted resplates of March 31, 2013. Despite the FDA's coreplesponse letter and uncertainty as to
whether our resubmission will be approved, we rancaimmitted to further studying oral treprostimidsseeking FDA approval before the end
of 2016. We currently expect to seek approval af treprostinil in Europe upon completion of theBEEDOM-EV study. In 2005, the EMA
announced that oral treprostinil had been desigrateorphan medicinal product for the treatmerRAH.
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Self-Injectable Prostacyclin Analogues

In September 2012, we announced that weedign exclusive agreement with Ascendis PharmgAg€endis Pharma) to apply Ascendis
Pharma's proprietary TransCon technology platfamur treprostinil molecule. We believe that tharfsCon technology platform may enable
a sustained release of a novel, carrier-linked gpegdvhich will significantly enhance the delivesf/treprostinil by establishing a once-daily,
self-injectable alternative for patients who cuthgadminister Remodulin through a continuous irdaspump for the treatment of PAH. We
expect that this self-injectable form of treproBtiould enable patients to avoid infusion sitenpassociated with subcutaneous Remodulin.
Under this agreement, we also intend to pursueldprent of a TransCon technology-enabled sustaieledse formulation of beraprost,
which is another prostacyclin analogue, as disclibstow.

Beraprost

We have the exclusive right to develop aradtket a modified-release formulation of berap(bstaprost-MR) in the United States,
Canada, Mexico, South America, Europe, Egypt, InB@uth Africa and Australia for the treatment afdiovascular indications, pursuant to
our license agreement with Toray Industries, Ifiordy), which is described below und&irategic Licenses and Relationships—Toray
Amended License Agreem..

Beraprost is a chemically stable, orallyavailable prostacyclin analogue. Like natural faogclin and Remodulin, beraprost is believed
to dilate blood vessels, prevent platelet aggregaind prevent proliferation of smooth muscle calisounding blood vessels. In 2007, Toray
announced that beraprost-MR received regulatoryoyapin Japan for use in the treatment of PAH.

In July 2011, we amended our license agememith Toray regarding the development of beraphR for the treatment of PAH. The
July 2011 amendment did not materially changeehms of our license agreement, except for a resludti royalty rates. In exchange for the
reduction in royalty rates, we agreed to pay T&%9.0 million in equal, non-refundable paymentsravéve-year period ending in 2015.

314d

In November 2011, we announced that a phdsal of beraprost-MR did not provide data sopjing the initiation of a phase Il study
using a twice-daily dosing regimen. The resultthef study suggested that the efficacy of beraprast be improved by providing more stable
and consistent plasma concentrations of beragraseby increasing the therapeutic exposure tathg. Therefore, we commenced studies of
a reformulated, single-isomer version of berap(®%#d), with a dosing regimen of four times per.dade completed a phase | safety trial in
July 2012, and the preliminary data suggests tbsind 314d four times a day is safe. We believe3hdd and treprostinil bind selectively to
different sets of prostacyclin receptors within htneg and thus could provide certain groups ofquas a differing set of safety and efficacy
profiles. We are developing a phase Il study taleate the clinical benefit of 314d as an add-@nghy to Tyvaso.

TransCon Beraprost

During the third quarter of 2012, we ini¢id efforts to develop an extended-release injreatie refer to as TransCon Beraprost, which
incorporates the TransCon technology describedehbad is intended to be self-administered by PAtiepts once daily.
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Cell-Based Therapy

In June 2011, we entered into a licenseegent with Pluristem Ltd. (Pluristem) to develop aommercialize a cebased product for tl
treatment of PAH using Pluristem's proprietary tathnology. The license agreement became effeictid@gust 2011, at which time we me
a one-time, non-refundable payment of $7.0 miltim#luristem, $5.0 million of which consisted dicense fee that was charged to research
and development expenses during the year endedibece1, 2011. We are currently conducting precdihioxicology and pharmacology
studies to support a potential investigational iemg application for the treatment of PAH, and etpge commence a phase | clinical study in
Australia in the first half of 2013.

Products to Treat Cancer
Ch14.18 Antibody

In July 2010, we entered into a Cooperaiesearch and Development Agreement (CRADA) wighNlational Cancer Institute (NCI) of
the United States National Institutes of Healtieddaborate on the late-stage development and atmyl agency submissions of Chimeric
Monoclonal Antibody14.18 (Ch14.18) for children vhigh-risk neuroblastoma and patients with otbems of cancers. Ch14.18 is an
antibody that has shown potential in the treatnoécertain types of cancer by targeting GD2, a gliyid on the surface of tumor cells.
Neuroblastoma is a rare cancer of the sympathetivonis system mainly affecting children. It is thest common extracranial, outside
skull, solid cancer in children and the most comroancer in infants. There are fewer than 1,000 ceses of neuroblastoma diagnosed each
year. Ch14.18 is a chimera, composed of a combimati mouse and human DNA, monoclonal antibody ithdiices antiboc-dependent cell-
mediated cytotoxicity, a mechanism of cell-mediatachunity whereby the immune system actively tasgetell that has been bound by
specific antibodies.

Results from NCI's phase Il study werelmlied in September 2010. In that study, immunathemwith Ch14.18 significantly improved
patient outcome compared with standard therapwiiepts with high risk neuroblastoma. Specificathg two-year estimate for event-free
survival was 66%+5% in the Ch14.18 immunotheramugrand 46%+5% in the standard therapy group (d=@ithout adjustment for interim
analyses). The Ch14.18 immunotherapy group wassasdficantly better than the standard therapygrim the estimated rate of overall
survival (86%+4% vs. 75%+5% at two years, p=0.0thailt adjustment for interim analyses). This studg coordinated by the Children's
Oncology Group, a national consortium of reseaickapported by the NCI.

Under the terms of the CRADA, NCI has coetedl a second phase Il clinical trial in 105 pateo define more clearly the safety and
toxicity profile of Ch14.18 immunotherapy in chi@dr, and we are developing the commercial produdaability for the antibody. As part of
developing our commercial production capability, wi# need to demonstrate comparability of our CiB4to the NCl-produced Ch14.18,
which typically includes a series of analytical dndanalytical assays and human pharmacokinetirs.hiiman pharmacokinetics study is
currently open to enrollment in the United Stafidse NCI studies, including a previously conductedsge 11l clinical trial and all other
necessary studies supported by NCI, will be usétie@basis for a biologics license application wpeet to file seeking FDA approval of
Ch14.18 immunotherapy for the treatment of neusiblaa and a marketing authorization applicatiorewgect to file with the EMA for
approval in Europe. We have received orphan drsggdation for Ch14.18 from the FDA and the EMA.

8H9 Antibody

Pursuant to our 2007 agreement with Merh&li@an-Kettering Cancer Center, we obtained celtaénse rights to an investigational
monoclonal antibody, 8H9, for the treatment of ratgtic brain cancer. 8H9 is a mouse IgG1 MAb thdtighly reactive with a range of human
solid tumors,
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including human brain cancers. The 8H9 antibody Barly investigational development for metastdabasdevelop in the brain from the
spread of cancers from other tissues in the bodtaMatic brain cancers are ten times more comhamndancers that originate in the brain,
and prognosis for patients with metastatic braimceas is very poor. In the United States, more #@h000 cases of metastatic brain cance
diagnosed each year.

Products to Treat Infectious Diseases—Glycobiologintiviral Agents

Pursuant to our research agreement wittutheersity of Oxford (Oxford), we have the exchusiright 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 pnézdi studies and Oxford continues to synthesize agents that we may elect to test.

In September 2011, we were awarded a dostfiged fee contract with an aggregate valuepfai$45.0 million under a Broad Agency
Announcement from the National Institute of Allergiyd Infectious Diseases (NIAID) of the United 8salNational Institutes of Health for
studies directed at the development of a broadtspaantiviral drug based on our glycobiology aiméi/platform. Under the contract's base
period of 42 months, we will receive $10.6 millionfunding. In addition, there are eight milestdrased options to expand the project and
funding under the contract. In August 2012, we irema contract modification exercising two of #itmove-mentioned milestoriased option
increasing total contract funding by $8.7 millidlie recognize revenue under this contract to thengxif costs incurred, plus a proportionate
amount of fee earned.

Engineered Lungs and Lung Tissue for Transplantatia

In July 2011, we acquired all of the outsliag stock of Revivicor, Inc. (Revivicor), a conmyaocused on developing genetic
biotechnology platforms to provide alternative issources for treatment of human degenerativasistrough tissue and organ
xenotransplantation. The acquisition date fair gatithe consideration consisted of $4.2 millioash and $3.4 million in contingent
consideration. For further details, see Note-1Acquisitions—Revivicor, Into our consolidated financial statements includethis Annual
Report on Form 10-K.

We acquired Revivicor to pursue eastgge development of replacement lungs for transgtian. PAH has not been reported to reocc
end-stage patients who have received a full luagsplant. Only a few hundred PAH patients receikag transplantation each year due to thi
shortage of available lungs for transplant ande&high demand for transplantable lungs by ptiesith end-stage pulmonary disease, such
as chronic obstructive pulmonary disease and idivp@ulmonary fibrosis.

We are also engaged in preclinical develapinof several regenerative medicine technologiesreating transplantable lung tissue and
whole lungs for patients with end-stage lung diseas

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

Until March 2011, we provided telemedicimenitoring services to detect cardiac arrhythmiasiachemic heart disease through our
wholly-owned subsidiary Medicomp, Inc. (Medicomy) February 2011, we entered into an agreemenpkamdof merger to sell Medicomp to
a group of private investors. As Medicomp did reyiresent a core component of our business, itsaflaleed us to devote more resources to
our principal operations. In March 2011, we cloffegltransaction and received aggregate considerati$14.9 million, consisting of shares of
United Therapeutics common stock held by the irorestvith an aggregate value of $2.8 million, ar&lld.1 million ten-year promissory note
issued by Medicomp. Immediately after closing thle swe purchased a 19.9 percent
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ownership interest in Medicomp in exchange for $tillion in cash and an approximately $2.0 milli@duction in the face value of the
promissory note.

Due to our agreement to sell Medicomp, @egnized an impairment charge of $6.2 millionrespnting the write-off of the carrying
value of Medicomp's goodwill, in the fourth quartér2010. We recognized a gain of $860,000 on #he af Medicomp. In addition, we have
met all the criteria for reporting Medicomp as sadintinued operation. As a result, we have inclutledbperating results of Medicomp,
including the gain recognized on its disposal, mitiscontinued operations in our consolidatecestesnts of operations for the years ended
December 31, 2011 and 2010. For further detaits Nse 17—Sale of Medicomp, Into our consolidated financial statements includethis
Annual Report on Form 10-K.

Sales and Marketing

Our marketing strategy for our commercialducts is to use our sales and marketing teamesatth out to the prescriber community to:
(1) increase PAH awareness; (2) increase undetiagntithe progressive nature of PAH; and (3) iaseeawareness of our commercial
products and how they fit into the various stadedisease progression and treatment. Our salesankkting teams consisted of 126
employees as of December 31, 2012. We have dividedomestic sales force into two teams. One tesdlsi Remodulin and Tyvaso, while 1
other team sells Adcirca. The efforts of our salled marketing teams are supplemented in the USitats by our specialty pharmaceutical
distributors for Remodulin and Tyvaso. Our U.S.duhdistributors are experienced in all aspectsofguand administering chronic therapies,
as well as patient care, the sale and distribudfdhese medicines and reimbursement from insuraaoganies and other payers. Outside of
the United States, we have entered into distrilbbusigreements for Remodulin covering many terrisoverldwide. We are working with our
international distributors to expand Remodulin sé@tto other countries in which they have distribaitrights.

Domestic Distribution of Commercial Products
Remodulin and Tyvaso

We have entered into separate, non-exaudistribution agreements with CuraScript, Inc.r@3cript), Accredo Health Group, Inc.
(Accredo), and CVS Caremark (Caremark), our spigcddarmaceutical distributors in the United Statesnarket, promote and distribute b
Remodulin and Tyvaso. In April 2012, Express Seripic., the parent company of CuraScript, comglé&sacquisition of Medco Health
Solutions, Inc., the parent company of Accredo.sTtan, the merger has not affected our businessvaendb not expect the merger to materi
affect our business in the future.

Our Remodulin distribution agreements witlftredo and Caremark include automatic term renewealadditional one-year periods
subject to notice of termination. Our Remodulirtrdigition agreement with CuraScript contains auttertarm renewals for additional two-
year periods subject to notice of termination. Wieeed into our distribution agreements for Tyvasa009. Our Tyvaso distributic
agreements have one-year terms and renew autotyafiicaadditional one-year periods, unless terneaeearlier. We update our distribution
agreements from time to time to reflect changeabkévregulatory environment. Such changes haveamatsignificant impact on our operati
or our relationships with our distributors, anddéa occur in the ordinary course of business.dpecific services requested by us, we
compensate our distributors on a fee-for-serviaashas set forth in our distribution agreementanlf of our distribution agreements expire or
terminate, we may, under certain circumstancesetgired to repurchase any unsold Remodulin or $gwaventory held by our distributors.
None of our current agreements grants our diswiisuthe distribution rights for oral treprostimil the United State:
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Our specialty pharmaceutical distributaes mesponsible for assisting patients with obtajmgimbursement for the cost of Remodulin anc
Tyvaso and providing other support services. Underdistribution agreements, we sell Remodulin @ydaso to our distributors at a transfer
price that we establish. We have also establishgtiant assistance program in the United Stateghaprovides eligible uninsured or under-
insured patients with Remodulin and Tyvaso at rey@é for a certain period of time.

From time-to-time, we increase the pricdgfaso. We increased the price of Tyvaso by 4r8qre effective in April 2012, and again
effective January 1, 2013.

Adcirca

We sell Adcirca to pharmaceutical wholesabg a discount from an average wholesale prieéetour manufacturing and supply
agreement with Lilly (se8trategic Licenses and Relationshijgdow for more details), Lilly has agreed to mamtiige Adcirca and distribute
via its wholesaler network, which includes our sak¢ pharmaceutical distributors, in the same nearthat it distributes its own
pharmaceutical products. Under the terms of thisemgent, we take title to Adcirca upon completibitsomanufacture by Lilly. Adcirca is
shipped to customers in accordance with purchasgr®received by Lilly. When customers take deliverAdcirca, Lilly sends an invoice al
collects the amount due from the customer subjectistomary discounts and rebates, if any. AlthdLitif provides these services on our
behalf, we maintain the risk of loss as it pertamsventory and non-payment of invoices. The nfiacturing and supply agreement will
continue in effect until expiration or terminatiofthe license agreement. Lilly retains authoritger the license agreement for all regulatory
activities with respect to Adcirca, as well as ilgieicing, which is expected to be at price pauitigh Cialis. Since receiving FDA approval of
Adcirca, Lilly has generally increased the net velsale price of Adcirca twice annually. During 20y increased the price of Adcirca by
8.9 percent effective in each of January 2012 ahd2D12. More recently, Lilly announced a 9.5 gartincrease of the net wholesale price of
Adcirca effective January 2013.

International Distribution of Remodulin

We currently sell subcutaneous and intrausrRemodulin outside the United States to five&ibistors, each of which has exclusive
distribution rights in one or more countries witlinrope, Israel and the Middle East, Asia and SaathCentral America. We also distribute
Remodulin in Canada through a specialty pharmacautiholesaler. In some of the European marketsavve are not licensed to market
Remodulin, we sell (but do not market) Remodulidemthe named-patient system in which therapiesgpeoved for individual patients by a
national medical review board on a case-by-casis.BA& are working on expanding our sales of swdreeius and intravenous Remodulin intc
new territories outside of the United States thtoagr existing distributors and by creating relasbips with new distributors. In 2007 and
2010, we entered into distribution agreements Witithida Pharmaceutical Co., Ltd. (Mochida) and s &armaceutical (HK) Limited (Lee's
Pharma) to obtain approval and exclusively distalaubcutaneous and intravenous Remodulin in JapéiChina, respectively. Lee's Pharma
submitted an application for approval of intravemand subcutaneous Remodulin in China in Septe0fk. Mochida is conducting an open-
label phase Il study to support a new drug appboafor subcutaneous and intravenous Remodulifapan, which we anticipate will be filed
in 2013. In addition, Grupo Ferrer Internacionah.§Grupo Ferrer) has been actively working toweosdhmencing commercial sales of
subcutaneous Remodulin in Taiwan and South Koresoine countries, such as Japan, in order to coomtiee Remodulin we are required to
conduct new clinical trials, called bridging stuslito demonstrate the efficacy and safety of Rediodutheir local patient population prior to
approval. Therefore it could take several yearstaefve can commence commercial sales in new cesntri
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Strategic Licenses and Relationships
Lilly Agreements Related to Adcirca

In 2008, we entered into several agreemaitisLilly regarding Adcirca, including a licensgreement, a manufacturing and supply
agreement, and a stock purchase agreement.

License Agreement

Under the terms of the license agreemehigiwis more fully described below Patents and Proprietary Rights—Lilly Licengeilly
granted us an exclusive license for the right teettep, market, promote and commercialize Adciraalie treatment of pulmonary
hypertension in the United States and Puerto Ridlg.retains authority for all regulatory activéis with respect to Adcirca, as well as retalil
pricing, which is expected to be at price parityhaCialis.

The license agreement will continue in effantil the later of: (1) expiration, lapse, calfeton, abandonment or invalidation of the last
claim to expire within a Lilly patent covering teemmercialization of Adcirca for the treatment ofrponary hypertension in the United State:s
and Puerto Rico; or (2) expiration of any governtr@mferred exclusivity rights to use Adcirca foettreatment of pulmonary hypertension in
the United States and Puerto Rico. We have thé tigterminate the license agreement upon six nsowtftten notice to Lilly. Either party
may terminate the license agreement upon a mabegath by the other party of it or the manufaoiand supply agreement, described
below. Lilly has the right to terminate the licerssreement in connection with certain changes pfrobof our company.

Manufacturing and Supply Agreement

Under the terms of the manufacturing amgpfuagreement, Lilly agreed to manufacture Adcaod distribute it on our behalf via its
pharmaceutical wholesaler network, in the same matinat it distributes its own pharmaceutical piduUnder the terms of this agreement,
we take title to Adcirca upon its manufacture byl iAdcirca is shipped to customers, generallyrpheceutical wholesalers, in accordance
with customers' purchase orders received by Llilil}y invoices and collects amounts due from thetomer subject to customary discounts
rebates, if any, and remits the collections toAlhough Lilly is providing these services on owhalf, we maintain the risk of loss as it
pertains to inventory and nonpayment of sales t®iThe manufacturing and supply agreement wilticae in effect until expiration or
termination of the license agreement.

As consideration for Lilly's agreement tammfacture and supply Adcirca, we made a refundable payment to Lilly of $125.0 million
2008, which was expensed. We also agreed to pwedhdarca at a fixed manufacturing cost. The age@mprovides a mechanism, generally
related to the increase in the national cost ofiphaeutical manufacturing, pursuant to which Litiay raise the manufacturing cost of
Adcirca.
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Stock Purchase Agreement

Under the terms of the stock purchase ageeg in 2008, we issued 6.3 million shares ofaammon stock to Lilly from treasury for an
aggregate purchase price of $150.0 million, reprérsg approximately 13.6% of the then-current aurigling shares of our common stock. In
September 2010, Lilly filed with the SEC a Forntatement of Changes in Beneficial Ownership) d&ol that it had entered into forward
contracts to sell up to an aggregate of approxipdté million shares of our common stock held. éaling to the Schedule 13G/A filed by
Lilly on February 16, 2012, Lilly currently beneifidly owns approximately 3.2 million shares of @aammon stock.

Toray Amended License Agreement

In 2000, we licensed from Toray the exalagight to develop and market beraprost-SR fodiogascular indications. Beraprost-SR is a
chemically stable oral prostacyclin analogue inistained release formulation, which produces $3lilomof sales annually in Japan prima
for peripheral vascular disease, for the treatméotrdiovascular indications. In 2007, Lung LLGexed into an amended agreement with
Toray to assume and amend the rights and obligatibour 2000 agreement concerning the commeratédiz of beraprost-MR, a modified
release formulation of beraprost. The amended aggregranted us additional exclusive rights to camuialize beraprost-MR in Europe and
broadened the indication to vascular disease (diajurenal disease), among other revisions. In 2@&0entered into a supplement to our
license agreement under which we agreed on thadiwfi two of the milestone payments under our exdsagreement. In July 2011, we
amended and replaced our existing 2007 licenseeagmet regarding beraprost-MR. The terms of the 201 license agreement did not
materially change from the previous license agregrard license agreement supplements except fmuction in royalty rates. Our exclusive
rights to develop beraprost-MR extend to North AigeerEurope, Mexico, South America, Egypt, Indiauth Africa and Australia.

Significant Agreement Terms

In 2007, we issued 400,000 shares of oomaon stock to Toray in exchange for the canceltatibToray's existing right under the 2000
agreement to receive an option grant to purchd@#01Q00 shares of our common stock. Toray hasghéto request that we repurchase the
400,000 shares of our common stock upon 30 dags written notice at the price of $27.21 per shake 2007 amendment also provided for
certain milestone payments during the developmeriog and upon receipt of regulatory approval i tinited States or the European Union.

In 2011, we amended our license agreeméhtiwray. The amendment did not materially chathigeterms of our license agreement,
except for a reduction in royalty rates. In exchafay the reduction in royalty rates, we agreepayp Toray $50.0 million in equal, non-
refundable payments over the five-year period endir2015. Since these payments are non-refundadgldhave no contingencies attached to
them, we recognized an obligation and a correspgncliarge to research and development expenseé@ B4llion, which represented the
present value of the related payments discountealbgstimated current cost of debt. Toray hasigid to terminate the license agreement in
the event of a change of control of our companyeurértain circumstances.

NEBU-TEC Agreement of Sale and Transfer

In 2008, we entered into an agreement WEBU-TEC International Med Products Eike Kern GmiMEBU-TEC), to purchase its line
business relating to the manufacture of the Tyvabalation System for €5.0 million plus future nsilene payments of up to €10.0 million (of
which we have already paid €2.5 million). The tetion closed in 2009 after we received FDA apprémaTyvaso. Under the terms of our
agreement, we manage all aspects of the manufagtprocess for the
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Tyvaso Inhalation System and NEBU-TEC supplieddber to assemble the devices. NEBU-TEC also gdam$éean option to acquire its next
generation inhalation device, the SIM-Neb.

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

Pluristem License Agreement

In June 2011, we entered into a licenseexgent with Pluristem Ltd. (Pluristem) for exclesivorldwide rights to develop and
commercialize a cell-based product for the treat&RAH using Pluristem's proprietary PLX celllheology. The license agreement became
effective in August 2011, at which time we madena-time, non-refundable payment of $7.0 milliorPtaristem, $5.0 million of which
consisted of a license fee that was charged tarels@nd development expenses. The agreement psofadadditional milestone payments to
Pluristem at various stages, as well as royaltiesaonmercial sales.

Patents and Proprietary Rights

Our success depends in part on our aldigbtain and maintain patent protection for owduicts, preserve trade secrets, prevent third
parties from infringing upon our proprietary rigtaisd operate without infringing upon the proprigtaghts of others in the United States and
worldwide.

Glaxo Assignment

In January 1997, GlaxoSmithKline PLC (fortpeslaxo Wellcome, Inc.) (Glaxo) assigned to ugights to the use of the stable
prostacyclin analogue now known as treprosting, diotive ingredient in Remodulin, Tyvaso and oat treprostinil tablet. The patent covering
the use of treprostinil for PAH expires in the &ditStates in October 2014 (as extended—Ps¢ent Term Extensiof®low) and on various
dates from May 2011 to June 2014 in three othenttims. Under the agreement, Glaxo is entitleceteive royalties on sales exceeding a
specified threshold for a minimum period of tenrge@r until expiration of the licensed patentd)dwing the date of the first commercial sale
of any product containing treprostinil. Glaxo regan 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 Corggaow Pfizer) exclusively licensed to us certaatgmts, a patent application and know-
how for the composition and production of trepnaigtiWe filed our own patent application for a neynthesis and production method for
treprostinil in October 1997 in the United Stateégrope and various other countries. We believedhamethod of synthesis is a substantial
improvement over the Pharmacia method and we ang osir unique synthesis method rather than tlentied Pharmacia method for the
production of treprostinil. Our obligation to pagyalties under this license agreement expired iy RIH2. However, this has not resulted in
any immediate impact on our aggregate royalty i@t&emodulin because the royalty offset provisiander the Glaxo assignment agreement
(which does not expire until the Glaxo patent expjrcaused a corresponding increase in our rosatiyto Glaxo. Our 1997 synthesis
application resulted in the grant of three patémthe United States, all of which expire in OctoB817, as well as granted patents in a numbe
of other countries, expiring in October 2018. Oymthesis application remains pending in Canadac@inue to conduct research into new
methods to synthesize treprostinil and
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have filed a number of additional patent appligadicelating to production of treprostinil, sevesivhich have already been granted in the
United States. We have also been granted a U.&tpadvering an improved diluent for Remodulin, evhwill expire in March 2029.

Patent Term Extension

In February 2005, we were granted a fivarymatent term extension by the United States PatehTrademark Office for a patent
covering the method of treating PAH using Remodahd Tyvaso. U.S. Patent Number 5,153,222, entitethod of Treating Pulmonary
Hypertension with Benzidine Prostaglandins”, waginally scheduled to expire on October 6, 200vilk now expire on October 6, 2014. T
five-year Hatch-Waxman Act extension is the maximaxtension allowed under 35 U.S.C. §156. Additigregents covering other products to
which we have rights may also be eligible for egtens 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 obtainpagent extensions on new products that
are approved after a regulatory review period. Gegernmental Regulation—Hatch-Waxman i#elbw for further details.

Lilly License

In 2008, we entered into a license agreemvéh Lilly pursuant to which Lilly granted us thexclusive right to develop, market, promote
and commercialize Adcirca for the treatment of paiary hypertension in the United States and PuRido.

In exchange for the license, we paid Lalpon-refundable fee of $25.0 million in 2008, whigas expensed since Adcirca had not yet
received regulatory approval for commercial salés.also agreed to pay Lilly royalties equal to ¥cpat of our net sales of Adcirca in the
United States and Puerto Rico, as a pass througttlyo$ third-party royalty obligations, for so long as Lillyrisquired to make such paymel

Lilly retained the exclusive rights to déeagg manufacture and commercialize pharmaceuticadycts containing tadalafil, the active
pharmaceutical ingredient in Adcirca, for the treabt of pulmonary hypertension outside of the UWhiates and Puerto Rico and for the
treatment of other diseases worldwide. Lilly re¢airauthority for all regulatory activities with pect to Adcirca, including retail pricing, whi
is expected to be at price parity with Cialis.

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

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

Supernus Pharmaceutical License

In 2006, we entered into an exclusive lggeagreement with Supernus to use certain ofdtsitdogies in our sustained release oral
treprostinil tablet. Under the agreement, we wal{ (supernus certain amounts upon the achievemepecffied milestones based on the
development of oral treprostinil and a $2.0 millmsyment upon its commercial launch. In additibe, agreement provides that we will pay a
royalty to Supernus based on net worldwide saley. uich royalty will be paid for approximately twelyears commencing with the first
product sale and is subject to
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adjustments as specified in the agreement. Additionlestone payments and royalty payments mayueefar the development and
commercialization of other products developed ugimgtechnology granted under this license.

National Cancer Institute

In July 2010, we entered into a CRADA wWiEI to collaborate on the late-stage developmedtragulatory agency submissions of
Chimeric Monoclonal Antibody 14.18 (Ch14.18) foildnen with high-risk neuroblastoma and patientthvaither cancers. Neuroblastoma is a
rare cancer of the sympathetic nervous system gnaffécting children. Under the terms of the CRADNCI has completed a second phase Il
clinical trial in 105 patients to define more clgahe safety and toxicity profile of Ch14.18 imnatherapy in children and we are developing
the commercial manufacturing capability for theilaodly. As part of developing our commercial mantdéaog capability, we will need to
demonstrate comparability of our Ch14.18 to the {gf@iduced Ch14.18, which typically includes a sedéanalytical and bioanalytical assays
and human pharmacokinetics. The human pharmacdadsrettidy is currently open to enroliment in thetblah States. The NCI studies,
including a previousheonducted phase Il study and all other studiepsrtpd by NCI will be used in support of a biolaglicense applicatic
we plan to file seeking FDA approval of Ch14.18 immotherapy for the treatment of neuroblastoma.

Memorial Sloan Kettering License

Pursuant to a 2007 agreement with Mem@&liaan-Kettering Cancer Center, we obtained celi@@mse rights to an investigational
monoclonal antibody, 8H9, for the treatment of retgtic brain cancer. 8H9 is a mouse IgG1 MAb thdtighly reactive with a range of human
solid tumors, including human brain cancers. Th® 8Htibody is in early investigational developmiemtmetastases that develop in the brain
from the spread of cancers from other tissuesarbtidy. Metastatic brain cancers are ten times rwmmamon than cancers that originate in the
brain, and prognosis for patients with metastat&rbcancers is very poor. In the United Stategenioan 100,000 cases of metastatic brain
cancer are diagnosed each year.

Ascendis Pharma A/S

In September 2012, we signed an exclugjveeanent with Ascendis Pharma to apply AscendisrR&ia proprietary TransCon technology
platform to our treprostinil molecule. We beliebat the TransCon technology platform may enablestamed release of a novel, carfieked
product, which will significantly enhance the deliy of treprostinil by establishing a once-dailgifdnjectable alternative for patients who
currently administer Remodulin through a continumfigsion pump for the treatment of PAH. We expéett this self-injectable form of
treprostinil could enable patients to avoid theigidn site pain associated with subcutaneous Relinotiinder this agreement, we also intend
to pursue development of a TransCon technologyledaustained release formulation of beraprostckvis another prostacyclin analogue.
Under the agreement, we may be required to makecfutevelopment-related milestone payments andtyoyayments based on commercial
sales.

Research & Development Expenditures

We are engaged in research and developamenihave incurred substantial expenses for thasgtias. These expenses generally include
the cost of acquiring or inventing new technologiad products, as well as new product developniRegearch and development expenses
during the years ended December 31, 2012, 2012@hd totaled approximately $173.4 million, $180.0lion and $165.3 million,
respectively. Sekem 7—Management's Discussion and Analysis oftfeilah Condition and Results of Operations—Major &&sh and
Development Projecfor additional information regarding expenditurefated to major research and development projects.
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Production and Supply

We synthesize treprostinil, the active edjent in Remodulin and Tyvaso, and treprostirdlatnine, the active ingredient for oral
treprostinil, at our facility in Silver Spring, M@and. In March 2011 and August 2011, we receivBé Rpproval to produce Tyvaso and
Remodulin, respectively, at our Silver Spring fiagilin June 2012, we received a Good ManufactuBnactice certificate from the U.K.
Medicines and Health Products Regulatory Agengyrtaluce Remodulin and Tyvaso in our Silver Sprigjlity.

Baxter Pharmaceutical Solutions, LLC (Baxtarrently produces Remodulin for commercial fseus. In 2009, we amended our cont
with Baxter to extend the contract term throughehd of 2013. During the fourth quarter of 2012,neéfied Baxter that we will not renew ¢
current contract when it expires at the end of 26i@vever, we expect to negotiate and enter inteva contract with Baxter prior to the
expiration of the current contract. In 2009, weagreed with Baxter, that Remodulin will be progdicising a different set of equipment and
in larger quantities than the currently approveatpss. Since Baxter will produce Remodulin on déifeé equipment and in a larger batch than
the current process, we are required to have tiveeq@ipment and process approved by the FDA. Wewarently conducting the validation
and stability testing for the new equipment andcpss. If the validation and stability testing anecessful and we are successful in negotiating
a new contract with Baxter, we anticipate filing fegulatory approval of the new equipment and @sscshortly after entering into the new
contract with Baxter. Baxter continues to produesni@dulin for us according to the currently-appropeatcess. In 2011, the FDA and
European regulatory authorities approved Jubilasilisfer-Stier Contract Manufacturing and Serviassan additional Remodulin producer, in
the larger quantities described above.

We rely on Catalent Pharma Solutions, (@atalent) to do the following: (1) conduct stalitudies on Remodulin, (2) serve as an
additional producer of Tyvaso and oral treprostiafilets, and (3) analyze other products we dev#lmare also manufacturing oral
treprostinil tablets, which are being used in dimical trials, in our facility in Research TriargPark, North Carolina (RTP Facility).

We intend to use our own facilities to prod our primary supply of Remodulin, Tyvaso and treprostinil tablets, and we will continue
to contract with third parties to supplement owdarction capacity. Also, although we maintain a-frear inventory of Remodulin and Tyvaso
based on expected demand, we believe that havimpthrties approved to produce these productsmitigate some of our risks, including 1
risk that we might not be able to produce suffitigumantities to meet patient demand.

Under our manufacturing and supply agreegmsh Lilly, Lilly manufactures and distributes Aufca through its wholesaler network in
the same manner that it distributes its own phaeutical products. Under the terms of this agreemeattake title to Adcirca upon completion
of its manufacture by Lilly. Adcirca is shippeddostomers, generally pharmaceutical wholesalems@ordance with purchase orders receive
by Lilly. Although Lilly provides these services onr behalf, we maintain the risk of loss as it@es to inventory and non-payment of
invoices.

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

In July 2012, we received FDA approvaldanodified Tyvaso Inhalation System based on thelt®of the completion of certain post
marketing commitments relating to the inhalationide. As a result, we are currently manufacturimg modified inhalation system (TD-100),
which we expect to release commercially during 2@@sequently, as of December 31, 2012, we ineccagr reserves
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for inventory obsolescence by $8.9 million basedtenestimated cost of inhalation device inventeeydo not expect to be salable as a result
of the commercial release of TD-100.

Although we believe that other third pastemuld provide similar products, services and neltg there are few companies that could
replace our existing producers and suppliers. Aaghan supplier or manufacturer could cause a deldye manufacture, distribution and
research efforts associated with our respectivdymis or result in increased costs. See kidsn 1A—Risk Factoniscluded in this Annual
Report on Form 10-K.

Competition

Many drug companies engage in researctdenelopment to commercialize products to treatioaesdcular and infectious diseases and
cancer. For the treatment of PAH, we compete wiéimyrapproved products in the United States andetsteof the world, including the
following:

. Flolan. The first product approved by the FDA for tregtiPAH, Flolan (epoprostenol) is a prostacyclin ikatelivered by
intravenous infusion. Glaxo began marketing Flotathe United States in 1996. In 2006, Myogen, ((Myogen) acquired the
marketing rights from Glaxo for Flolan in the Undt8tates. In 2006, Myogen was acquired by Gileaen8es, Inc. (Gilead). In
2009, Gilead returned the rights to Flolan to Glakee generic exclusivity period for Flolan expiiedApril 2007;

. Generic epoprostenol and Veletrin 2008, Teva announced that the FDA approvedeitsion of generic epoprostenol for the
treatment of PAH. In 2008, GeneraMedix Inc. (GeNrdix) received FDA approval for its version of @poastenol, which is
stable at room temperature. In 2009, Actelion anged that it had entered into an agreement withe@dedix to acquire its
epoprostenol product, marketed as Veletri, and heganmercial sales in 2010;

. Ventavis and llomedin®.Approved in 2004 in the United States and in 2iB0Burope, Ventavis (iloprost) is an inhaled
prostacyclin analogue. Ventavis was initially maekeby CoTherix, Inc. (CoTherix) in the United ®s&tand is marketed by
Bayer Schering Pharma AG (Bayer) in Europe as dispiin 2007, CoTherix was acquired by Acteliorg thanufacturer and
distributor of Tracleer and distributor of Veletiibprost is also marketed by Bayer in certain ¢oes outside the United States
in an intravenous form known as llomedin;

. Tracleer. The first oral drug to be approved for PAH, Testl (bosentan) is also the first drug in its claggch consists of
drugs known as ETRASs. Tracleer was approved in 20@e United States and in 2002 in Europe. Texde marketed
worldwide by Actelion;

. Letairis®. Approved in 2007 in the United States, Letaigis\prisentan) is an oral therapy marketed by Gifeathe treatment
of PAH. Like Tracleer, Letairis is an ETRA. In 2Qa8laxo received marketing authorization from tidA=for Letairis in
Europe, where it is known as Volibris®;

. Revatio. Approved in 2005 in the United States, Revatildlésafil citrate) is also an oral therapy and igrketed by Pfizer.
Revatio contains sildenafil citrate, the same &ciingredient as Viagra, and is the first PDE-5itbi to be approved for PAH;
and

. Generic sildenafil citrate. In the fourth quarter of 2012, several compabggan marketing generic formulations of sildenafil
citrate.
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There are also a variety of investigatidh&H therapies in the later stages of developnieditiding the following:

. Macitentan, an oral ETRA being developed by Actelion. In NoMeer 2012, Actelion submitted an MAA for macitentarthe
EMA. In December 2012, the FDA accepted Actelidd¥A for macitentan;

. Riociguat, an oral agent targeting a similar vasodilatorthpay as PDE-5 inhibitors. In February 2013, Baymmounced that it
had filed an NDA and a Marketing Authorization Ajgation (MAA) for the approval of Riociguat for thieeatment of PAH in
the United States and Europe;

. Selexipag an oral prostacyclin receptor agonist being dgwed jointly by Actelion and Nippon Shinyaku CotdLin Japan, ar
by Actelion outside Japan, is currently underganghase Il trial; and

. Gleevec® (imatinib) a small molecule kinase inhibitor in oral talfatm approved for treating various cancers, is pasitudied
for the treatment of PAH. Novartis Pharmaceuti€xdsporation (Novartis) completed a phase Il taa{leevec for the
treatment of PAH in September 2011. During thedtijuarter of 2012, Novartis withdrew its NDA in erdo submit additional
data to the FDA and during the first quarter of 20dthdrew the MAA it had filed with the EMA.

Oral therapies (Adcirca, Revatio, geneititemafil citrate, Tracleer and Letairis) are cormiyoprescribed as first-line treatments for the
least severely ill patients (NYHA Class Il patigntss patients progress in their disease sevedi§HA Class Il and V), inhaled therapies
(Tyvaso and Ventavis) or infusion therapies (Rentiadand Flolan) are commonly added. The use ofitralable oral therapies and Tyvaso,
either alone or in combination, could delay thedhfee infusion therapy for many patients. As a tesgbe success of other therapies in
preventing disease progression affects our comalgrmducts. Furthermore, the commercializatiogerieric forms of other approved PAH
therapies and the development of new PAH therapasexert downward pressure on the pricing of eadpcts. For further discussion on t
risk, sedtem 1A—Risk Factors—We may not compete succgssftill established and newly developed drugs odpets, or the companies
that develop and market them.

We could also face competition from genpharmaceutical companies in the future. In Felyrg@d 2, we received notice of an
abbreviated new drug application by Sandoz Inauesting FDA approval to market a generic versiothef10 mg/mL strength of Remodulin.
On December 7, 2012, we received notice that Sahddamended its previously filed abbreviated navg épplication to request additional
approval to market generic versions of the 1 mg/thb,mg/mL, and 5 mg/mL strengths of Remodulin. feother details, see the section be
entittedGovernmental Regulation—Hatch-Waxman &wdltem 3.—Legal Proceedings.

In addition, certain Revatio patents expiire2012, leading several manufacturers to lagateric formulations of sildenafil citrate,
which physicians could prescribe for the treatntdrRAH. Generic sildenafil citrate's lower pricelative to Adcirca, could lead to an erosion
of Adcirca's market share and limit its growth paial. Although we believe Adcirca's once-daily thgsregimen provides a significant
competitive advantage over generic sildenafil tisadosing regimen of three times per day, we expavernment payers and private insur:
companies to favor the use of the less expensinergesildenafil citrate instead of Adcirca.

We compete with the developers, manufacsuaad distributors of all of these products fostomers, funding, access to licenses,
personnel, third-party collaborators, product depeient and commercialization. Almost all of thesmpanies have substantially greater
financial, marketing, sales,
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distribution and technical resources, and more iépee in research and development, product deseopand marketing, clinical trials and
regulatory matters, than 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 img@ord export of pharmaceutical products (drugs dobgioal products, hereinafter collectively
drugs) are extensively regulated by governmentaheigs in the United States and in other counthiethe United States, failure to comply
with requirements under the Federal Food, Drug,@osimetic Act (FDC Act), the Public Health Servieet, and other federal statutes and
regulations, may subject a company to a variegdnfiinistrative or judicial sanctions, such as FRAIsal to approve pending NDAs or
biologics license applications (BLAS), warning é#t, product recalls, product seizures, total otigdssuspension of production or distribution,
injunctions, fines, civil penalties, and criminabpecution.

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

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

. Clinical studies in healthy volunteers;
. Clinical studies in patients to explore safetyiogffy and dose-response characteristics;
. Adequate and well-controlled clinical trialsdéstablish the safety and efficacy of the drug farheindication;

. The submission of an NDA or BLA to the FDA; and

. FDA review and approval of the NDA or BLA pritw any commercial sale or shipment of the drug.

Preclinical tests include laboratory evélwaof product chemistry and formulation, as vaesdlanimal studies to explore toxicity and for
proof-of-concept. The conduct of the preclinicatsemust comply with federal regulations and regaients including good laboratory
practices. In the United States, the results ofljrieal testing are submitted to the FDA as p&mIND, along with other information
including information about product chemistry, méamturing and controls and a proposed clinical pfatocol. Long-term preclinical tests,
such as animal tests of reproductive toxicity aatinogenicity, may continue after the IND is sutted. Absent FDA objection within 30 da
after submission of an IND, the IND becomes effextind the clinical trial proposed in the IND magim. At any time during this 30-day
period or at any time thereafter, the FDA may padiposed or ongoing clinical trials. The IND prazesay be extremely costly and may
substantially delay development of our productsrédeer, positive results of preclinical tests widit necessarily indicate positive results in
clinical trials.

Clinical trials involve the administratiorf the investigational new drug or biologic to tbglvolunteers or patients under the supervision
of a qualified investigator. Clinical trials must b
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conducted: (i) in compliance with federal regulagp(ii) in compliance with good clinical practicgSCP), an international standard meant to
protect the rights and health of patients and fmdehe roles of clinical trial sponsors, admirasors, and monitors; and (iii) under protocols
detailing the objectives of the trial, the paramete be used in monitoring safety and the criteribe evaluated. Each protocol involving
testing on U.S. patients and subsequent protocehdments must be submitted to the FDA as parteofNiD.

The FDA may order the temporary or permadé&tontinuation of a clinical trial at any timeimpose other sanctions if it believes that
the clinical trial is not being conducted in acarde with FDA requirements or presents an unacbkptesk to the clinical trial patients. The
study protocol and informed consent informationgatients in clinical trials must also be submitteén institutional review board (IRB) for
approval. An IRB may also require the clinical taaa site to be halted temporarily or permanefuthyfailure to comply with the IRB's
requirements, or may impose other conditions.

Clinical trials in support of an NDA or d&_B are typically conducted in three sequential @sadut the phases may overlap. During
phase I, the initial introduction of the drug iftealthy human subjects or patients, the drug tede® assess metabolism, pharmacokinetics,
pharmacological actions, side effects associatélu intreasing doses, and, if possible, early exdidem effectiveness. Phase Il usually invo
studies in a limited patient population to: asghssefficacy of the drug in specific, targeted aadions; assess tolerance and optimal dosage;
and identify possible adverse effects and safsisrilf a compound is found to be potentially efiferand to have an acceptable safety profile
in phase Il evaluations, then phase Ill trialspalalled pivotal studies, major studies or advaramical trials, are undertaken to demonstrate
clinical efficacy and safety in a larger numbepafients, typically at geographically diverse dalistudy sites, to permit the FDA to evaluate
the overall benefit-risk relationship of the drugddo provide adequate information for the labelifighe drug.

After successful completion of the requicdidical testing, an NDA or a BLA is typically satitted 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 befarearketing 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 BLésdditionally subject to a substantial applicafie®, currently exceeding $1.95 million,
and the manufacturer and/or sponsor of an approgeddrug application are also subject to annualyerband establishment fees, currently
exceeding $98,000 per product and $526,000 peblestment. These fees are typically increased dhynddowever, the application fees may
be waived for orphan drugs if certain requirememesmet.

The FDA has 60 days from its receipt ofNdDA or a BLA to determine whether the applicatioitl e 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 agreetkttain performance goals in the review of newgdipplications. Most such
applications for non-priority drug products areiesved within ten to twelve months, while most apations for priority review drugs are
reviewed in six to eight months. Priority reviewndae applied to drugs that the FDA determines affejor advances in treatment, or provide ¢
treatment where no adequate therapy exists. Fodis, priority review is further limited to drugstended to treat a serious or lifereatening
disease. The review process may be extended ByDAgor three additional months to consider ceriafiormation submitted during FDA
review, including information intended to clarifyformation already provided in the submission. FB&\ may also refer applications for no
pharmaceutical products or pharmaceutical prodhetspresent difficult questions of safety or &ffig to an advisory committee, typically a
panel that includes clinicians and other expedisréview, evaluation and a recommendation as tetledr the application should be
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approved. The FDA is not bound by the recommendatfaan advisory committee, but it generally follbsuch recommendations. Before
approving an NDA or a BLA, the FDA will typicallynspect one or more clinical sites to assure comgdéiavith GCP. Additionally, the FDA
will inspect the facility or the facilities at whidhe drug is manufactured. The FDA will not apgrélve product unless compliance with curren
good manufacturing practices is satisfactory aed\NBA or BLA contains data that provide substargidtience that the pharmaceutical
product is safe and effective for the indicatiomdgtd.

In the United States, after the FDA evadgahe NDA and the manufacturing facilities, theARDay issue either an approval letter or a
complete response letter. A complete response tptteerally outlines the deficiencies in the sulsiis 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 BLAe DA will issue an approval letter. The FDA hasanitted to reviewing such
resubmissions in two or six months depending ortytpe of information included. A Class 1 resubnassinay contain only limited informati
such as labeling, safety updates, stability updateshinor analysis updates or clarifying infornoatiand is subject to a two-month review
period. All other resubmissions are categorize@lass 2 and are subject to a six-month review gderio

An approval letter authorizes commerciathating 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) tgphahsure that the benefits of the drug
outweigh the potential risks. A REMS can includedination guides, communication plans for healthgaodessionals, and elements to assure
safe use (ETASU). ETASU can include, but are moitéd to, special training or recertification faepcribing or dispensing, dispensing only
under certain circumstances, special monitoring,the use of patient registries. The requiremenaf@REMS can materially affect the poten
market and profitability of the drug. To continuamketing our products after approval, applicablgutations require us to maintain a positive
risk-benefit profile, maintain regulatory appliaais through periodic reports to regulatory authesijtfulfill pharmacovigilance requirements,
maintain manufacturing facilities according to #2A's current Good Manufacturing Practices requésts, and successfully complete
regulatory agency inspections, among other requrgésn Our manufacturing facilities are subjectdotiual review and periodic inspections.
Once granted, product approvals may be withdrawnorfpliance with regulatory standards is not maieté or problems are identified
following initial marketing.

Disclosure of Clinical Trial Information

Sponsors of clinical trials of FDA-reguldtérugs and other products are required to registdrdisclose certain clinical trial information
related to the product, patient population, phdsewestigation, study sites and investigators, atigbr aspects of the clinical trial. This clinical
trial information is then made public as part af g8ponsor's registration. Sponsors are also obtigatdisclose the results of their clinical trials
after completion. Competitors may use this publehailable information to gain knowledge regardihg progress of development programs.

Orphan Drugs

Under the Orphan Drug Act, an applicant iaquest the FDA to designate a product as an aorplhug"” in the United States if the drug is
intended to treat an orphan, or rare, diseaseratitton. A disease or condition is considered orpifid affects fewer than 200,000 people in
the United States. Orphan drug designation mustdpgested before submitting an NDA or BLA. Aftee thDA grants orphan drug
designation, the generic identity of the drug @agotential orphan use are disclosed publiclyigyRDA. Orphan drug designation does not
convey any advantage in, or shorten the duratipthefregulatory review and approval process. TiseXIDA applicant to receive
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orphan drug designation and FDA approval for aigalgr active ingredient to treat a particular dise is entitled to a seven-year exclusive
marketing period in the U.S. for that product, tleait indication. During the seven-year period, B\ may not approve any other application
to market the same drug for the same disease, eixclpited circumstances, such as a showing ioficl superiority to the product with
orphan drug exclusivity. Orphan drug exclusivityedmot prevent the FDA from approving a differenigdfor the same disease or conditior
the same drug for a different disease or conditonong the other benefits of orphan drug desigmagiee tax credits for certain research and
waiver of the NDA application user fee.

The FDA granted orphan drug designatiortfieractive ingredient treprostinil for the treatthef PAH as a continuous infusion. Howe»
this designation does not preclude us from seetipban drug designation for other formulationsaurtes of administration, such as oral or
inhaled, of treprostinil to treat PAH, or for tregtinil used to treat other orphan diseases. Ierdiat the FDA to grant orphan drug designation
for other formulations or routes of administratmfrtreprostinil to treat PAH, we must demonstréiat tsuch new formulation or route of
administration is clinically superior to the formatibn or route of administration previously granteghan drug designation. The FDA has
granted orphan drug designation for Tyvaso.

Pediatric Information

Under the Pediatric Research Equity AAQ@d7 (PREA), NDAs, BLAs and supplements to NDAs Bh@ds must contain data to assess
the safety and effectiveness of the drug for théretd indication(s) in all relevant pediatric supplations and to support dosing and
administration for each such pediatric subpoputator which the drug is safe and effective. The FDAy grant deferrals for submission of
data or full or partial waivers. Unless otherwisquired by regulation, the PREA does not applympdrug for an indication for which orphan
drug designation has been granted.

The Best Pharmaceuticals For Children B&CA) provides NDA holders a six-month extensiomoy exclusivity, patent or non-patent,
for a drug if certain conditions are met. Conditidar exclusivity include the FDA's determinatidvat information relating to the use of a new
drug in the pediatric population may produce hebéhefits in that population, the FDA making a tentrequest for pediatric studies, and the
applicant agreeing to perform, and reporting oa,rédguested studies within the statutory timefrafypmlications under the BPCA are treate
priority applications, with all of the benefits thdesignation confers.

Hatch-Waxman Act

The Hatch-Waxman Act (also known as theg?Puce Competition and Patent Term Restoratior) e enacted in 1984 to encourage
research and development of new drugs and conmgrebtween brand and generic pharmaceutical compadiicreated a faster approval
process for generic drugs, called the abbreviageddrug application (ANDA), while it provided prat#on to brand pharmaceuticals by
extending their patent protection to compensat@#&bent time lost during the FDA review and appt@racess and periods of market
exclusivity to encourage continuing research ongf@mple, new uses, strengths or dosage fornexisting drugs. In seeking approval of a
drug through an NDA, applicants are required tansitibo the FDA each patent that covers the applisgmoduct or FDA approved method of
using this product. Upon approval of a drug, eddhe patents listed in the application is thenlighied in the FDA's Approved Drug Products
with Therapeutic Equivalence Evaluations, commdmgwn as the Orange Book. Drugs listed in the CeaBgok 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), rolisgministration, and dosage form as the listedy@mnd has been shown through
bioequivalence testing to be therapeutically edeivieto the listed drug. ANDA applicants are najuiged to conduct or submit results of pre-
clinical or clinical tests to prove the safety ffeetiveness of their drug product, other thanréeuirement for bioequivalence testing. Drugs
approved in this way are commonly referred to &hégic equivalents” to the listed drug, and caarolie substituted by pharmacists under
prescriptions written for the original listed drug.
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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{@dthe listed patent has expired; (iii) the &idt
patent has not expired, but will expire on a patticdate and approval is sought after patent akpir; 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 alrgabproved product's listed patents or that
such patents are invalid is called a Paragrapheiification. If the applicant does not challene tisted patents, the ANDA application will
not be approved until all the listed patents clagrhe referenced product have expired. Alterntivier a patent covering an approved mel
of use, an ANDA applicant may submit a statemenih&FDA that the company is not seeking approwathe covered use.

If the ANDA applicant has submitted a Paaad 1V certification to the FDA, the applicant masso send notice of the Paragraph IV
certification to the NDA and patent holders onae ANDA has been accepted for filing by the FDA. TMRA and patent holders may then
initiate a patent infringement lawsuit in respoteséhe notice of the Paragraph IV certificationeThing of a patent infringement lawsuit
within 45 days of the receipt of a Paragraph I\Mifieation automatically prevents the FDA from apping the ANDA until the earlier of
30 months, expiration of the patent, settlemenheflawsuit or a decision in the infringement ctimze is favorable to the ANDA applicant.

The ANDA application also will not be appeal until any non-patent exclusivity, such as esislity for obtaining approval of a new
chemical entity, listed in the Orange Book for théerenced product has expired. Federal law previdpeeriod of five years following approval
of a drug containing no previously approved acthaety, during which ANDAs for generic versionstbbse drugs cannot be submitted un
the submission contains a Paragraph IV challengdligted patent, in which case the submission beagnade four years following the original
product approval. Following approval of a listedglthat contains previously approved active ingretdi but is approved in a new dosage fi
route of administration or combination, or for amneondition of use that was required to be supjdoienew 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 stretigthmeets certain statutory requirements. Bothefive-year and three-year exclusivity
periods, as well as any unexpired patents listederOrange Book for the listed drug, can be exddri six months if the FDA grants the
NDA sponsor a period of pediatric exclusivity basedstudies submitted by the sponsor in responaentten reques

The Hatch-Waxman Act provides that patenns may be extended to compensate for some gftieat life that is lost during the FDA
regulatory review period for a product. This extengeriod would generally be one-half the timenmsn the effective date of an IND and the
submission date of an NDA, plus all of the timewsn the submission date of an NDA and its apprawdidject to a maximum extension of
five years. Similar patent term extensions arelalild under European laws. Following FDA approwva,filed a patent term extension
application with the United States Patent and Tmaat& Office for our patent covering the methodrefiting PAH using Remodulin. The
application was approved in February 2005 withritaximum patent term extension of five years, amdpéitent will expire on October 6, 20

In February 2012, we received notice ofhhreviated new drug application by Sandoz Inauesting FDA approval to market a generic
version of the 10 mg/mL strength of Remodulin. GecBmber 7, 2012, we received notice that Sandoaimahded its previously filed
abbreviated new drug application, and was requgsiitditional approval to market generic versiontheflmg/mL, 2.5 mg/mL, and 5 mg/mL
strengths of Remodulin. For further details, kem 3.—Legal Proceedings.
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Section 505(b)(2) New Drug Applications

Most drug products (other than biologicaldqucts) obtain FDA marketing approval pursuardridNDA or an ANDA. A third alternative
is a special type of NDA, commonly referred to &eation 505(b)(2) NDA, which enables the applidantely, in part, on the FDA's finding
safety and efficacy data for an existing producublished literature, in support of its appliocati

Section 505(b)(2) NDAs often provide areaiaite path to FDA approval for new or improvedifolations or new uses of previously
approved products. Section 505(b)(2) permits tirggfiof an NDA where at least some of the informmatiequired for approval comes from
studies not conducted by or for the applicant amdvhich the applicant has not obtained a righieéérence. The applicant may rely upon
certain preclinical or clinical studies conducted &n approved product. The FDA may also requireganies to perform additional studies or
measurements to support the change from the appmreeluct. The FDA may then approve the new prodactidate for all or some of the
labeled indications for which the referenced pradhas been approved, as well as for any new indicéor which the Section 505(b)(2) NDA
applicant has submitted data.

To the extent that the Section 505(b)(Pliapnt is relying on prior FDA findings of safetynd efficacy, the applicant is required to certify
to the FDA concerning any patents listed for theraped product in the Orange Book to the same éxien an ANDA applicant would. Thus,
approval of a Section 505(b)(2) NDA can be delayetil all the listed patents claiming the refereshpeoduct have expired, until any non-
patent exclusivity, such as exclusivity for obtamiapproval of a new chemical entity, listed in @m@nge Book for the referenced product has
expired, and, in the case of a Paragraph IV ceatifin and subsequent patent infringement suit, tingt earlier of 30 months, settlement of the
lawsuit or a decision in the infringement case thdéavorable to the Section 505(b)(2) NDA applican

Other Regulatory Requirements

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

Pharmaceutical products may be marketeylfonlthe approved indications and in accordandé tie provisions of the approved label
Changes to some of the conditions established aparoved application, including changes in indaa, labeling, or manufacturing proces
or facilities, require submission and FDA approafh new or supplemental NDA/BLA before the change be implemented. An NDA/BLA
supplement for a new indication typically requicdisical data similar to that in the original apgation, and the FDA uses the same procedure
and actions in reviewing supplements as it dogs\irewing NDAs or BLAS.

Adverse event reporting and submissionesigalic reports continue to be required followingA-approval of an NDA or a BLA. The

FDA also may require post-marketing testing, kn@srphase |V testing, risk minimization action plearsd surveillance to monitor the effects
of an approved product or place conditions on gr@l that could restrict the distribution or usehe product. In addition, quality control as
well as drug manufacture, packaging, and labelioggdures must continue to conform to current gonadufacturing practices (cGMPs) after
approval. Manufacturers and certain of their subeators are required to register their establigitmwith the FDA and certain state agencies
and are subject to periodic unannounced inspechigrise FDA during which the agency inspects mactufing facilities to assess compliance
with cGMPs. Accordingly, manufacturers must congito expend time, money and effort in the areggaduction and quality control to
maintain compliance with cGMPs. Regulatory autlhesimay withdraw product approvals or request

30




Table of Contents
product recalls if a company fails to comply widlgulatory standards or if previously unrecognizeabfems are subsequently discovered.
Marketing Pharmaceutical Products Outside the Unit&tates

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

In the EU, marketing authorizations maysbhbmitted through a centralized body or througlee@edtralized/mutual recognition or a
national level process. The centralized procedsireandatory for the approval of biotechnology paguhigh technology products and orphar
products and may be available at the applicantismjfor other products. The centralized proceqamwvides for the grant of a single marketing
authorization that is valid in all EU member coiggr The decentralized/mutual recognition procedtisvailable for all medicinal products
that are not subject to the centralized procedihie.decentralized/mutual recognition procedure igies/for mutual recognition of national
approval decisions, changes existing proceduresdiional approvals and establishes proceduresofmdinated EU actions on products,
suspensions and withdrawals. Under this procediegholder of a national marketing authorizationvithich mutual recognition is sought may
submit an application to one or more EU member traas) certify that the dossier is identical tottbha which the first approval was based, or
explain any differences and certify that identidassiers are being submitted to all EU member cmsnfor which recognition is sought.
Within 90 days of receiving the application andegssnent report, each EU member country is reqtire@cide whether to recognize appra
The procedure encourages member states to workapfilicants and other regulatory authorities tolkasdisputes concerning mutual
recognition. Lack of objection of a given countrithin 90 days automatically results in approvathat country. Following receipt of
marketing authorization in an EU member countrg,dpplicant is then usually (depending on the aglintquired to engage in pricing
discussions and negotiations with a separate ppéiser pricing authority in that country. Commeicsales typically only commence in a
country once pricing approval has been obtained.

To secure European regulatory approvalsdibcutaneous Remodulin for PAH, we used the muéagalgnition process. Under the rules
then applicable, centralized filing was not reqdieexd we perceived the decentralized/mutual retiognprocedure to be the most effective
means for approval. We filed our first MAA in Franim February 2001. Review of our application wampleted in 2005. As a result,
Remodulin was approved in 23 member countries@BEEBA under the mutual recognition process destrie®ve. We withdrew applications
in Spain, the United Kingdom and Ireland and ameenily evaluating resubmitting applications in Bpand Ireland. In December 2011, we
received approval for intravenous Remodulin iro&lhe 23 member nations where subcutaneous Remadduépproved.

To secure European regulatory approvalfaaso, we submitted an MAA to the EMA via the calited process in 2008. Regulations in
Europe have changed since we made our initiaflor Remodulin and all therapies for orphan dissasust now use the centralized process
In February 2010, we withdrew our MAA from considiéon by the EMA due to the EMA's major objecti@ated to findings of non-
compliance with good clinical practice at two dfiai sites. The EMA stated that these findings wqué&tlude a recommendation for approval
of Tyvaso in the EU. The EMA had no major objecti@t the time of withdrawal related to the safetgficacy of Tyvaso.
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Biologics

Biological products used for the preventimaatment, or cure of a disease, or conditiorg biman being are subject to regulation under
the FDC Act, except the section of the FDC Act valgoverns NDA applications. Instead, biologicaldwots are approved for marketing ur
provisions of the Public Health Service Act (PHSAg a BLA. However, the application process andinessments for approval of BLAs are
very similar to those for NDAs. To help reduce ithereased risk of the introduction of adventiti@gents, the PHSA emphasizes the
importance of manufacturing control for productsost attributes cannot be precisely defined. TheA&lSo provides authority to the FDA to
immediately suspend licenses in situations whezeetkxists a danger to public health, to prepapracure products in the event of shortages
and critical public health needs, and to authattizecreation and enforcement of regulations togmethe introduction, or spread, of
communicable diseases in the United States andeketsatates.

After a BLA is approved, the product magcabe subject to official lot release. As parthaf tnanufacturing process, the manufacturer is
required to perform certain tests on each lot efgtoduct before it is released for distributidrthe product is subject to official lot release by
the FDA, the manufacturer submits samples of eatcbflproduct to the FDA together with a releassqcol showing a summary of the histt
of manufacture of the lot and the results of allh@f 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 distributiortiy manufacturer. In addition, the FDA
conducts laboratory research related to the regylatandards on the safety, purity, potency, dfettveness of biological products. As with
drugs, after approval of biologics, manufacturetsnaddress any safety issues that arise, arecstibjescalls or a halt in manufacturing, and
are subject to periodic inspection after approval.

The PPACA included a subtitle called thel&gics Price Competition and Innovation Act of 206r BPCI Act, which created an
abbreviated approval pathway for biological prodisttown to be similar to, or interchangeable vathFDA-licensed reference biological
product. This is conceptually similar to the Haltaxman Act in that it attempts to minimize dupligattesting. Biosimilarity, which requires
that there be no clinically meaningful differentetween the biological product and the referenoduywt in terms of safety, purity, and pote
must be shown through analytical studies, animaliss, and at least one clinical study absent &ewainterchangeability requires that a
product must demonstrate that it can be expectedoduce the same clinical results as the referpraguct and, for products administered
multiple times, the biologic and the reference gt may be switched after one has been previadiyinistered without increasing safety
risks or risks of diminished efficacy relative tectusive use of the reference biologic. Howevempltexities associated with the larger, and
often more complex, structures of biological praduas well as the processes by which such produetsanufactured, pose significant
hurdles to implementation which are still being i@dded by the FDA.

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

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

Because biologically sourced raw mater@aéssubject to unique contamination risks, theér may be restricted in some countries.
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Cell and Tissue Based Biologics

Manufacturers of cell and tissue based petsdmust comply with the FDA's current good tispreectices (cGTP), which are FDA
regulations that govern the methods used in, amdttilities and controls used for, the manufactifreuch products. The primary intent of the
cGTP requirements is to ensure that cell and tibsised products are manufactured in a manner aabstgrprevent the introduction,
transmission and spread of communicable diseas#isaitl tissue based products may also be sulgj¢icetsame approval standards, includin
demonstration of safety and efficacy, as otherdgjinl and drug products, if they meet certain dateuch as if the cells or tissues are more the
minimally manipulated or if they are intended fan@-homologous use (a use different from thesceligin).

U.S. Regulation of Medical Devices

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

Class | devices are those for which sadety effectiveness can be assured by adherencgetaégeneral controls. These general control
include compliance with the applicable portiongtef FDA's Quality System Regulation (QSR), whicts $erth good manufacturing practice
requirements; facility registration and productaoring of adverse medical events listing; truttdald non-misleading labeling; and promotion
of the device only for its cleared or approvednaed uses. Class Il devices are also subject se theneral controls and to any other special
controls as deemed necessary by the FDA to ensergafety and effectiveness of the device. Revigvcdearance by the FDA for these
devices is typically accomplished through the siledeb10(k) pre-market notification procedure. Aa€3 11l device requires approval of a
premarket application (PMA), an expensive, lengthgl uncertain process requiring many years to oatepl

When 510(k) clearance is sought, a spomat submit a pre-market notification demonstrathag the proposed device is substantially
equivalent to a previously approved device. IfHIBA agrees that the proposed device is substanggllivalent to the predicate device, then
510(k) clearance to market will be granted. Aftelearice receives 510(k) clearance, any modificattiat could significantly affect its safety or
effectiveness, or that would constitute a majomgiaain its intended use, requires a new 510(kyatez or could require pre-market approval.

Clinical trials are almost always requitecsupport a PMA and are sometimes required fdrQfl§ pre-market notification. These trials
generally require submission of an applicationaorinvestigational device exemption, or IDE. An IBibst be supported by pre-clinical data,
such as animal and laboratory testing results, hvbimow that the device is safe to test in humadstlzat the study protocols are scientifically
sound. The IDE must be approved in advance by % fer a specified number of patients, unless thagpct is deemed a non-significant risk
device and is eligible for more abbreviated in\gadibnal device exemption requirements.

Both before and after a medical deviceoimimercially distributed, manufacturers and marleetéithe device have ongoing responsibil
under FDA regulations. The FDA reviews design arshufiacturing practices, labeling and record keepng manufacturers' required reports
of adverse experiences and other information totifjepotential problems with marketed medical de&. Device manufacturers are subject tc
periodic and unannounced inspection by the FDA@onpliance with the QSR, current good manufactupiregtice requirements that govern
the methods used in, and the facilities and cantieed for, the design, manufacture, packagingicseg, labeling, storage, installation, and
distribution of all finished medical devices intemdfor human use.
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If the FDA finds that a manufacturer hatethto comply or that a medical device is ineffeetor poses an unreasonable health risk, it ca
institute or seek a wide variety of enforcemenioast and remedies, ranging from a public warninggteéo more severe actions such as:

. fines, injunctions, and civil penalties;

. recall or seizure of products;

. operating restrictions, partial suspension or tstaitdown of production;
. refusing requests for 510(k) clearance or PMprapal of new products;
. withdrawing 510(k) clearance or PMA approvaleatly granted; and

. criminal prosecution.

The FDA also has the authority to require repaipJacement or refund of the cost of any medicalagev

The FDA also administers certain contralsrdhe export of medical devices from the Unitéak&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. InEhkk a single regulatory approval process has besated, and approval is represented by the
CE Mark.

The nebulizer used with our Tyvaso Inhalatsystem was included in our NDA for Tyvaso, arabwleared by the FDA subject to
compliance with the QSR as it applies to combimafioducts. In July 2012, we received FDA apprdeab modified Tyvaso Inhalation
System using an updated nebulizer (TD-100) basaderesults of the completion of the QSR compkacemmitments.

Government Reimbursement of Pharmaceutical Products

In the United States, many independentitparty payers, as well as the Medicare and Statdiddid programs, reimburse buyers of our
commercial products. Medicare is the federal pnogtlaat provides health care benefits to seniozeaits and certain disabled and chronicall
persons. Medicaid is the federal program admirestéry the states to provide health care benefitet@in indigent persons. The Medicare
contractors who administer the program provide beirmement for Remodulin at a rate equal to 95%®piublished average wholesale price
as of October 1, 2003 (the Medicare Part B payrfentula, under the Durable Medical Equipment Regld@arrier Guidelines, for drugs
infused through durable medical equipment) andforaso at a rate of 106% of the average sales fitheeMedicare Part B payment formula
for drugs inhaled through durable medical equipnaaat also under the Durable Medical Equipment Redi€arrier Guidelines). Adcirca, an
oral drug, is reimbursed under the Medicare Pgstdyram. The State Medicaid programs also genepatlyide reimbursement for our
commercial products, at reimbursement rates tleabelow the published average wholesale price faaidvary from state to state. In return for
including our pharmaceutical commercial productthian Medicare Part B and Medicaid programs, we la@veed to pay a rebate to State
Medicaid agencies that provide reimbursement fosétproducts. We have also agreed to sell our coomheroducts under contracts with the
Department of Veterans Affairs, Department of DefgrPublic Health Service and numerous other fédgemncies as well as certain hospitals
that are designated as 340B covered entities iE@ntesignated by federal programs to receive datigsscounted prices) at prices that are
significantly below the price we charge to our sakg pharmaceutical distributors. These progrants @ntracts are highly regulated and
impose restrictions on our business. Failure toplgmwith these regulations and restrictions coelsutt in a loss of our ability to continue
receiving reimbursement for our drugs. We estintiz between 35-50% of Remodulin, Tyvaso and Adcéales in the United States are
reimbursed under the Medicare and Medicaid programs
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Anti-Kickback, False Claims Laws and The Prescripti Drug Marketing Act

In addition to FDA restrictions on markefipharmaceutical products, several other typesaté sind federal laws have been applied to
restrict certain marketing practices in the phammical industry in recent years. These laws ineladiti-kickback statutes and false claims
statutes. The federal healthcare program anti-kicklstatute prohibits, among other things, knowiragid willfully offering, paying, soliciting
or receiving remuneration to induce or in returngarchasing, leasing, ordering or arranging ferparchase, lease or order of any healthcare
item or service reimbursable under Medicare, Madioa other federally financed healthcare prograftgs statute has been interpreted to
apply to arrangements between pharmaceutical metouéss on the one hand and prescribers, purchasdriormulary managers on the other.
Violations of the anti-kickback statute are puntdbkaby imprisonment, criminal fines, civil monetggnalties and exclusion from participation
in federal healthcare programs. Although theresamember of statutory exemptions and regulatorg bafbors protecting certain common
activities from prosecution or other regulatoryd@ms, the exemptions and safe harbors are dranowly, and practices that involve
remuneration intended to induce prescribing, puselar recommendations may be subject to scrutthey do not qualify for an exemption
or safe harbor.

Federal false claims laws prohibit any parfom knowingly presenting, or causing to be présd, a false claim for payment to the
federal government, or knowingly making, or caudim¢pe made, a false statement to have a falsa gaid. Many pharmaceutical and other
healthcare companies have been prosecuted underltives for allegedly inflating drug prices thepoe to pricing services, which in turn
were used by the government to set Medicare andddigdreimbursement rates, and for allegedly priogjdree product to customers with the
expectation that the customers would bill federabpams for the product. In addition, certain mérgpractices, including off-label
promotion, may also violate false claims laws. Tiggority 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 payer. Sanctions under thesedlesied state laws may include civil monetary pges| exclusion of a manufacturer's prod
from reimbursement under government programs, nahfines, 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 prescriptdrungs unless the state licensing program meetaiodederal guidelines that include minimum
standards for storage, handling and record keepirgddition, the PDMA sets forth civil and crimlr@enalties 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 coveratfenithe U.S.

Several provisions of the new law, whiclédaarying effective dates, may affect us and lély increase certain of our costs. For
example, an increase in the minimum Medicaid rebsteefrom 15.1 percent to 23.1 percent of averageufacturer price became effective as
of January 2010, and the volume of rebated drug$ban expanded to include beneficiaries in Mediognaged care organizations, effective
as of March 2010. The PPACA also imposes an arfeaaln pharmaceutical manufacturers, based on @émeifacturer's sale of branded
pharmaceuticals and biologics (excluding orphamslyto certain U.S. government programs duringptieeeding year; expands the 340B druc
discount program (excluding orphan drugs) includimg creation of new penalties for non-compliance;
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and includes a 50% discount on brand name drugdéaiicare Part D participants in the coverage gafigdonut hole". The law also revised
the definition of "average manufacturer price" feporting purposes effective October 2010, whichlddincrease the amount of the Medicaid
drug rebates paid to states.

The PPACA also created a regulatory pathiwaghe abbreviated approval of biological produttiat are demonstrated to be "biosimilar”
or "interchangeable" with an FDA-approved biologjzaduct. In order to meet the standard of intargeability, 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 betwienreference product and biosimilar product isgreater 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 bybpibiting sponsors of biosimilars from
gaining FDA approval based in part on referencgsatia in the original 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 teadiisgitals, with the first report due on March 3012. In addition, pharmaceutical and device
manufacturers will be required to report investmaterests held by physicians and their immediateify members during the preceding
calendar year. Such information is to be made plybéivailable by the Secretary of Health and Hur8arvices in a searchable format
beginning September 30, 2013. Failure to submitired information may result in civil monetary péres of up to $150,000 per year (and up
to $1 million per year for "knowing failures") fail payments, transfers of value or ownership vestment interests not reported in an annual
submission. Further, the PPACA amends the intepiirement of the federal anti-kickback and crimihahlth care fraud statute. A person or
entity no longer needs to have actual knowledgéisfstatute or specific intent to violate it. leidition, the government may assert that a clain
including items or services resulting from a viaatof the federal anti-kickback statute constisutefalse or fraudulent claim for purposes of
the false claims laws.

State Pharmaceutical and Medical Device Marketinguvs

If not preempted by the PPACA, severalgdigtions, including the District of Columbia, MainMassachusetts, Minnesota, Vermont and
West Virginia, require pharmaceutical companiesfort expenses relating to the marketing and ptiomof pharmaceutical products and to
report gifts and payments to healthcare practit®nethose 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 Massachuseitglire pharmaceutical companies to implement ¢iamge programs or marketing codes
and several other states are considering simitgpgwals. Compliance with these laws is difficuldl dime consuming, and companies that do
not comply with these state laws face civil peesilti

Employees

We had 623 employees as of February 8,.2D& success of our business is highly dependeattmacting and retaining highly talented
and qualified personnel.

Industry Segments and Geographic Areas

Prior to the sale of Medicomp in March 20&/& operated in two business segments: pharmaa&uéind telemedicine. Our core busines:s
is pharmaceuticals in which we closely monitor teenues and gross margins generated by our conaingreducts. We sell our products in
the United States and throughout the rest of thédw®he information required by Item 101(b) and.(d) of Regulation S-K relating to
financial information about industry segments aadgyaphical areas, respectively, is contained ite Nl8—Segment Informatico our
consolidated financial statements included in Ansual Report on Form 10-K.
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Corporate Website

Our Internet website addressiip://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 ot
furnished to the Securities and Exchange CommiqdS&t). They are also available through the SEC at
http://www.sec.gov/edgar/searchedgar/companysehatih.

EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list, as of February 26,13, setting forth certain information regardmg executive officers. Each executive officer
holds office until the first meeting of the Boartlirectors after the annual meeting of shareha@dand until his or her successor is electec
qualified or until his or her earlier resignationremoval. Each executive officer's employment will pursuant to the terms of his or her
employment contract. Each of the employment cotgrgenerally provides for an initial term of seevigf five years, which five-year term may
be renewed after each year for additional one-ge&opds.

Name Age  Position

Martine A. Rothblatt, Ph.D., J.D., M.B.A. 58 Chairman, Chief Executive Officer and
Director

Roger Jeffs, Ph.D. 51 President, Chief Operating Officer and
Director

John M. Ferrar 58 Chief Financial Officer and Treasui

Paul A. Mahon, J.D. 49 Executive Vice President, General Counsel

and Corporate Secreta

Martine A. Rothblatt, Ph.D., J.D., M.B.Afounded United Therapeutics in 1996 and haseseag Chairman and Chief Executive Officer
since its inception. Prior to United Therapeutsttse founded and served as Chairman and Chief BExedDfficer of Sirius XM Satellite Radio.
She also represented the radio astronomy intevé#ite National Academy of Sciences' Committee adi® Frequencies before the Federal
Communications Commission and led the Internati&aal Association's efforts to present the Unitedidtes with a draft Human Genome
Treaty. Her bookY ourL IFE ORM INE: H owG EOETHICSC ANR ESOLVE THEC ONFLICTB ETWEENP UBLIC ANDP RIVATElI NTERESTS INK
ENOTRANSPLANTATIO, was published by Ashgate in 2004. She is a ceritor on three of our patents pertaining to tretonibs

Roger Jeffs, Ph.Dreceived his undergraduate degree in chemistry Boke University and his Ph.D. in pharmacology frthre
University of North Carolina. Dr. Jeffs joined Uait Therapeutics in September 1998 as Director sé&eh, Development and Medical. He
was promoted to Vice President of Research, Dewsdop and Medical in 2000 and to President and Gbpefrating Officer in 2001. From
1993 to 1995, Dr. Jeffs worked at Burroughs WelleassnCompany where he was a member of the cliniesgarch team that developed Flo
the first FDAapproved therapy for patients with pulmonary aaldriypertension. From 1995 to 1998, Dr. Jeffs wdrdeAmgen, Inc. where |
served as the worldwide clinical leader of the ¢tifaus Disease Program. Dr. Jeffs currently leadsggtobal clinical, commercial,
manufacturing and business development efforts.

John M. Ferrarijoined United Therapeutics in May 2001 as ControNdr. Ferrari was promoted to Vice President afdfice in
December 2003 and to Vice President of FinanceTaedsurer in June 2004. In August 2006, Mr. Femas promoted to Chief Financial
Officer and Treasurer. Prior to joining United Taeeutics, MrFerrari served as Controller for Blackboard, Ifrmm 1998 to 2001. Prior to f
employment with Blackboard, Inc., Mr. Ferrari satie various senior financial management positisinse beginning his accounting career ir
1984.
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Paul A. Mahon, J.Dhas served as General Counsel and Corporate Sgasétanited Therapeutics since its inception ir®@9In June
2001, Mr. Mahon joined United Therapeutics full-¢ims Senior Vice President, General Counsel anpoCate Secretary. In November 2003,
Mr. Mahon was promoted to Executive Vice Presid&sneral Counsel and Corporate Secretary. Priduite 2001, he served United
Therapeutics, beginning with its formation in 1986his capacity as principal and managing partfier law firm specializing in technology
and media law.

ITEM 1A. RISK FACTORS
Forward-Looking Statements

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

. Expectations of revenues, expenses, profitabaitgl cash flows;

. The sufficiency of current and future working capib support operations;

. Our ability to obtain future financing;

. The value of our common stock and our ability atzothg to complete future common stock repurchases;

. The maintenance of domestic and international edgry approvals;

. The expected volume and timing of sales of Rautin® (treprostinil) Injection (Remodulin), Tyvaso@eprostinil) Inhalation

Solution (Tyvaso), and Adcirca® (tadalafil) tabléfgicirca);

. Our expectations to commercially launch in 2013aglified Tyvaso Inhalation System approved by Unitates Food and Dr
Administration (FDA) in 2012 (TD-100) and regarditinge potential to increase the number of patiesitsguTyvaso through the
further improvement of the Tyvaso Inhalation System

. Our expectation to make Tyvaso available in cerffairopean and Latin American countries in 2013maramarketed, named-
patient basis based on physicians' prescriptiotisase countries;

. The timing and outcome of clinical studies aaldted regulatory filings, including: (1) our fuethstudies of oral treprostinil and
our aim to obtain FDA approval for oral treprodtiméfore the end of 2016; (2) our plan to file &uoproval for oral treprostinil i
Europe upon the completion of the FREEDOM-EV stuahyd (3) the expectation that Medtronic Inc. (Medic) will complete
its phase Il study of Remodulin administered with Synchromed implantable pump;

. The timing and outcome of required pricing ap@ite and risk management plan approvals in indafidiuropean countries, in
order to begin marketing intravenous Remodulirhwse countries;

. The expected likelihood and timing of regulatorpsiissions and approvals for drug candidates unelldpment and the
timing of related sales, including our anticipasgmplication for approval of Remodulin in Japan, pending application for
approval of Remodulin in China, and our expectiddiof a biologics license application with the AR&nd a marketing
authorization application with the European Medésirhgency (EMA) for Ch14.18;
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. Our expectation that we will enter into a new caatmwith Baxter Pharmaceutical Solutions, LLC (Esxtrelating to the
production of Remodulin, by the end of 2013 whendhrrent contract term expires;

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

. The impact of competing therapies, includingaeyenproducts and newly-developed therapies, cgssafl our commercial
products;

. The expectation that we will be able to producdicient quantities and maintain adequate invensooieour commercial

products, through both our in-house production baias and third-party production sites for ouogucts, and our ability to
obtain and maintain related approvals by the FDA ather regulatory agencies;

. The adequacy of our intellectual property protes and the expiration dates of the patents we awd our licensed patents and
products;
. Our expectations regarding our ability to defendiatellectual property relating to Remodulin agdigeneric challenges,

including the abbreviated new drug applicationdfily Sandoz Inc. (Sandoz);

. The potential impact of the Patient Protection Affdrdable Care Act and the Health Care and EdocaReconciliation Act of
2010 on our business;

. The impact of the business combination betweendsg8cripts, Inc. (the parent company of CuraSdript) and Medco Heal
Solutions, Inc. (the parent company of Accredo He@lroup, Inc.) on our business;

. Any statements that include the words "believegkls" "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.

The statements identified as forward-logkstatements may appeartiem 7—Management's Discussion and Analysis ofrfGiia&
Condition and Results of Operatiooselsewhere in this Annual Report on Form 10-Ke3énstatements are subject to risks and unceesinti
and our actual results may differ materially fronticipated results. Factors that may cause sudérédifces include, but are not limited to, th
discussed below. We undertake no obligation toiplyblipdate forward-looking statements, whethea assult of new information, future
events or otherwise.
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Risks Related to Our Business
We rely heavily on sales of Remodulin, Tyvaso anddgirca to generate revenues and support our operains.

Sales of Remodulin, Tyvaso and Adcirca casepvirtually all of our revenues. A wide variaifevents, many of which are described in
other risk factors below, could cause sales ofepesducts to decline. For instance, if regulatgprovals for any of these products were
withdrawn, we would be unable to sell the produntt aur business could be jeopardized. Any substiactiange in the prescribing practices or
dosing patterns of patients using Remodulin, Tywasadcirca due to combination therapies, sideat$feadverse events, deaths or any other
reasons, could decrease related revenues. For &afopng the fourth quarter of 2012, genericesildfil citrate became commercially
available, which could result in a decrease in Adts market share, or limit its growth potentialaddition, we rely on third parties to
produce, market, distribute and sell Remodulin,a8psand Adcirca. The inability of any one of thégel parties to perform these functions
satisfactorily could negatively affect our revenu&& are also increasingly internalizing elemeritsur production process for Remodulin and
Tyvaso, and any failure to manage our internal petidn processes could result in an inability teetrdemand. Because we are highly
dependent on sales of Remodulin, Tyvaso and Addrcaduction in sales of any one of these prodrantéd have a negative and material
adverse impact on our operations.

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

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

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 FB#d international regulatory agencies such agEMA, we must conduct clinical trials
demonstrating that our products are safe and @féedn the past, several of our product candidédisd or were discontinued at various ste
in the development process. Moreover, we may neediend ongoing trials or the FDA and internatiaegllatory agencies may require us tc
perform additional trials beyond those we planr&agth occurrences could result in significant detays additional costs, and related clinical
trials may be unsuccessful. Approval of an NDA dadé subject to delays if the FDA determines theannot review or approve the NDA as
submitted. In such a case, the FDA would issuduseeto-file letter or a complete response lettgliming deficiencies in the submission, and
the FDA may require substantial additional studiesting or information in order to complete itgiesv of the application. We may fail to
address any of these deficiencies adequately amsbgoaently would be unable to obtain FDA approvaharket the product candidate.

In addition, we have commenced a new pHasénical trial, FREEDOM-EV, which is a study afral treprostinil in combination with
other approved PAH therapies. One co-primary et @b the study is time to clinical worsening. Bdson a complete response letter we
received from the FDA regarding our NDA for oragrostinil, it appears that the clinical worsen@mgipoint has become increasingly
important to demonstrate efficacy in PAH patieotthie FDA's standards. We have not previously cotedlia study with a time to clinical
worsening primary endpoint. Our inexperience witis type of trial design may impact our abilityaohieve positive results. Failure to prove
the efficacy of oral treprostinil in combinationttviother PAH therapies could hinder our abilityotitain FDA approval of oral treprostinil. In
light of the complete response letter from the Fix&,may need to
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amend or replace the FREEDOM-EV study, or supplantevith additional studies which could furtheragthe approval of oral treprostinil.

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

Our clinical trials may be discontinuedlayed or disqualified for various reasons. Thessoas include:

. The drug is ineffective, or physicians believe tiet 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 reduthe availability of

patients for our trials;

. Patients experience severe side effects durgajrhent;
. Other investigational or approved therapiesvéaeed as more effective or convenient by physiianpatients;
. Our clinical trial sites, contracted clinical triadiministrators or clinical studies conducted ehiby third parties do not adhere

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

. Our trials do not comply with applicable regigat or guidelines;
. We do not pass inspections by regulatory agencie
. Patients die during our trials because of an advevent related to the trial drug, their diseaseasadvanced, or they experiel

other medical complications;

. Drug supplies are unavailable or unsuitable foringaur studies;
. The results of preclinical testing raise conceagmrding 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 triadducted in the United States are not acceptabiegtdators in other countries.

In addition, the FDA and its internatiocalinterparts have substantial discretion over pipecval process for pharmaceutical products
such, these regulatory agencies may not agreevthaive demonstrated the requisite level of prosafety and efficacy to grant approval.

Our future growth depends, in part, on our plans todevelop oral treprostinil. If we fail to secure FDA approval for oral treprostinil, our
revenue growth prospects could be materially adveedy affected.

In 2008, we reported that our FREEDOM-CgzhHl clinical trial of oral treprostinil in patigs with pulmonary arterial hypertension
(PAH) did not achieve statistical significance ifisrprimary endpoint (p=0.072). These results primdus to amend the protocol for our
FREEDOM-M phase Ill clinical trial of oral treprasil and initiate an additional phase Ill clinidaial of oral treprostinil, FREEDOM-E€. In
June 2011, we announced the completion of the FREMIM trial, which achieved statistical significanfwe its primary endpoint (p=0.0125).
However, our FREEDOM-&trial did not achieve statistical significance fsr primary endpoint (p=0.089), as we announceditigust 2011.
In October 2012, the FDA issued a complete resplatisr, declining to approve our NDA for oral tregtinil. Although we have resubmitted
our NDA in response to the complete response Jetter
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and the FDA has set a targeted response date @h\3dr, 2013, there can be no guarantee that thewilbdomplete its review of our
resubmission in a timely manner. Although we ainolitain regulatory approval of oral treprostinifdre the end of 2016, the FDA may not
approve oral treprostinil on this timetable, oatht For example, approval may be further delayehd results of our FREEDOM-EV phase Il
clinical trial or other clinical studies are reqdrfor approval. Future studies of oral treproktimy ultimately fail to support FDA approval for
oral treprostinil, for the reasons described ahawer the risk factor entitledlf' our products fail in clinical trials, we will benable to obtain
or maintain FDA and international regulatory app@ds and will be unable to sell those productghong others, which would have a
significant impact on our future revenue growth.

We may not compete successfully with established éamewly developed drugs or products, or the compaas that develop and market
them.

We compete with wedistablished drug companies for, among other thfingsling, licenses, expertise, personnel, clinidal patients an
investigators, consultants and third-party collaiors. We also compete with these companies fokehahare. Most of these competitors hav
substantially greater financial, marketing, mantufeing, sales, distribution and technical resoutbes we do. These competitors also posses
more experience in areas such as research andgenait, clinical trials, sales and marketing arglit&ory matters. There are several
treatments that compete with our commercial thesapis well as several other therapies under dawelot, including various late-stage
investigational products that have recently congaleir are undergoing phase Il pivotal trials. e treatment of PAH, we compete with a
number of approved products in the United Statesvearidwide, including the following: Flolan®, Veatis®, llomedin®, Tracleer®,
Revatio®, Letairis®, Veletri®, generic epoprostenad generic sildenafil citrate. Patients and dwschaay perceive these competing products
or products developed in the future, as safer, mffextive, more convenient and/or less expengiga bur therapies. Alternatively, doctors
may reduce the prescribed doses of our produtheyf prescribe them in combination with our contpesi products. In addition, certain
competing products are less invasive than Remodumléhthe use of these products may delay or prénigiation of Remodulin therapy. Any
these circumstances may suppress our sales growtuse our revenues to decline.

Certain of our competitors, such as Actelitd. and Gilead Sciences, Inc., have achievediderable market penetration and dominance
in the PAH therapeutic area. Furthermore, the &utermmercialization and introduction of new PAHr#mes and generic versions of our
competitors' products may saturate the market whiechd exert downward pressure on the pricing afpyoducts and/or reduce our market
share.

Discoveries or development of new products or teclafogies by others may make our products obsolete geemingly inferior.

Other companies may discover or introdus& products that render all or some of our techgieand products obsolete or
noncompetitive. Our commercial therapies may haw@mpete with numerous investigational productserily in development, including
several investigational PAH therapies for whichg#hHl pivotal trials are underway or have beerently completed. In addition, alternative
approaches to treating chronic diseases, suchnestigerapy or cell therapy, may make our produist®lete or noncompetitive. If introduced
into the market, investigational therapies for Péddild be used in combination with, or as a sulistitor, our therapies. If this occurs, doctors
may reduce or discontinue the use of our productthiir patients.
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Sales of our products are subject to reimbursemeritom government agencies and other third parties. Rarmaceutical pricing and
reimbursement pressures may negatively impact ourades.

The commercial success of our products miggen part, on the availability of reimbursemdntggovernmental payers such as Medicare
and Medicaid, and private insurance companies. Aiggly, our commercial success is tied to suctdtpiarty payers. In the United States, the
European Union and other significant or potentialtynificant markets for our products, governmeaytgrs and/or third-party payers are
increasingly attempting to limit or regulate thécprof medicinal products and are frequently chmagjieg the pricing of new and expensive
drugs. Our prostacyclin analogue products (Remoduid Tyvaso) are expensive therapies. Consequéntigy be difficult for our specialty
pharmaceutical distributors or wholesalers to abtaiequate reimbursement for our products frond4party payers to yield sufficient profit to
motivate such distributors or wholesalers to suppor products. Alternatively, third-party payeraymeduce the amount of reimbursement fol
our products based on changes in pricing of otienapies for PAH. If third-party payers do not aper our products for reimbursement, or
limit reimbursements, patients could choose compggtroducts that are approved for reimbursemeptaride lower out-of-pocket costs.
Presently, most third-party payers, including Madécand Medicaid, provide reimbursement for our memcial products. Future
reimbursements under Medicare and Medicaid coulsubgect to reduction. Furthermore, to the extleat private insurers or managed care
programs follow any reduced Medicaid and Medicaneecage and payment developments, the negativectropaour business would be
compounded. We continue to assess the potentedtadf the Patient Protection and Affordable Cact a@nd the related Health Care and
Education Reconciliation Act of 2010 (the Acts)aur business. While our business has not been i@gacaterially thus far as a result of the
Acts, we continue to monitor the developments of kbgislation as many of its provisions are ndtgféective and still subject to finalization.

In the United States, there is an incredseds from the federal government and others aiyamg the impact of various regulatory
programs on the federal deficit, which could regsuihcreased pressure on federal programs to eedosts. In addition, financial pressures
cause government or other third-party payers tk sest containment more aggressively through mamgdatiscounts 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 reimbursementaat#sr adopt mandatory rebates under
Medicare Part B, which covers Remodulin and Tyvaésreduction in the availability or extent of reiomMsement from government health care
programs could have a material adverse effect las &d our products, our business and results obparations.

In Europe, the success of our commerciadipets and future products depends largely on mibiand maintaining government
reimbursement. In many European countries, patametsinlikely to use prescription drugs that areramnbursed by their governments.
Countries in Europe are under increasing pressurediice the cost of health care. Changes to dueenbursement policies may adversely
affect our ability to sell our products or sell guoducts on a profitable basis. In many marketside the United States, governments control
the prices of prescription pharmaceuticals throtighimplementation of reference pricing, price ctébates, revenue-related taxes and profit
control. Furthermore, international governmentseexprices of prescription pharmaceuticals to dectiver the life of the product or as
prescription volumes increase. In addition, in Deber 2011, we received marketing approval for thieavenous use of Remodulin in most of
the countries that are members of the EuropeandicicrArea (EEA); however, we are in the processhifining approval of our risk
management plan on a country-by-country basisywanthust obtain pricing approval in each of thesenbver countries before we can market
Remodulin for intravenous use. Delays in obtairttrgse approvals could have a significant impaatwrfuture revenue growth. Additionally,
in granting pricing approval for the intravenousg @ Remodulin, a
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member country may approve a lower reimbursemeéce for intravenous Remodulin than for subcutand®emodulin, or reduce the
reimbursement price for both methods of administgeRemodulin. Any regulatory action requiring addial information or a reduction in the
reimbursement rates for intravenous and subcutai@emodulin could have a material adverse effeduwirevenues, results of operations
our business.

Finally, the ultimate pricing and reimbursent of our investigational products, upon theprapal, is inherently uncertain and subject to
the risks discussed above.

Our production strategy exposes us to significantisks.

We must be able to produce sufficient gi@stof our commercial products to satisfy incesas demand for our products. The proce:
producing our products is difficult and complexdamurrently involves a number of third parties. Byathesize treprostinil, the active
ingredient in Remodulin and Tyvaso, and treproktiiilamine, the active ingredient in oral trepiotin our Silver Spring, Maryland facility
using raw materials and advanced intermediate camgsupplied by vendors. Although we formulate Beéuafin and Tyvaso at our own
facilities, we also outsource the formulation offRalulin to Baxter and Jubilant Hollister-Stier Qaat Manufacturing and Services (Jubilant
Hollister-Stier) and we outsource the formulatidgvaso to Catalent Pharma Solutions, Inc. (Catal&Ve manufacture the Tyvaso
Inhalation System at our facility in Germany ansbathrough Minnetronix, Inc.

As long as we utilize third-party vendoos $ignificant portions of our production process, will remain exposed to the risks described
below under the risk factor entitledVe rely in part on third parties to perform actigi that are critical to our business. Our ability
generate commercial sales or conduct clinical siabuld suffer if our thir-party suppliers and service providers fail to erh." In addition,
while we are in the process of internalizing additil processes to increase our control of prodactids approach will also subject us to risks
as we engage in increasingly complex productiocgsses. For example, Remodulin and Tyvaso mugirbeufated in a sterile environment
and we have limited experience with sterile mantufidleg on a commercial scale. Some of the prodwetsire developing will involve even
more complicated production processes than ouentiproducts. For example, we are developing CI&LKIAb, a monoclonal antibody. As
with all biologic products, monoclonal antibodigs anherently more difficult to produce than ourremt products and involve increased risl
viral and other contaminants.

In 2011, the FDA issued an advisory to nfacturers regarding the potential formation of gltlagments in injectable drugs filled in
small-volume glass vials. We conducted a reviewwfmanufacturing processes and those of our fhartly suppliers and have no conclusive
evidence at this time to suggest that the glads via use for Remodulin form glass fragments. Wioae to assess our products, but cannot
guarantee that our production process will notltesinazards such as these.

Additional risks presented by our productitrategy include:

. We and our third-party producers are subjethéoFDA's current Good Manufacturing PracticeshimWnited States and similar
regulatory standards internationally. While we haigmificant control over regulatory compliancetlwiespect to our internal
production processes, we do not exercise the saweedf control over regulatory compliance by durd-party producers;

. As we expand our production operations to incluel Blements of the production process or new ptsdue may experience
difficulty designing and implementing processes pratedures to ensure compliance with applicatgalations;
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. Even if we and our third-party producers are in pamce with domestic and international drug prdaucregulations, the
sterility and quality of the products being proddioauld be substandard and, therefore, such predwmtld be unavailable for
sale or use;

. If we had to replace our own production operaior a third-party producer, the FDA and its in&ional counterparts would

require new testing and compliance inspectionsthiéamore, a new producer would have to be famiétiwith the processes
necessary to produce and commercially validatgpoadiucts, as producing our treprostinil-based petglis complex. Any new
third-party producer and any new production proegssur own facilities would be subject to apprawalthe FDA and its
international counterparts before being used tolyre commercial supply of our products;

. We may be unable to contract with needed produme satisfactory terms or at all; and

. The supply of materials and components necessggoduce and package our products may becomeeserinterrupted.
Disruptions to the supply of these materials calgdthy the production and subsequent sale of suadupts. Any products
produced with substituted materials or componemsiavbe subject to approval from the FDA and indional regulatory
agencies before they could be sold. The timingngfsuch regulatory approval is difficult to predict

Any of these factors could disrupt saleswfcommercial products, delay clinical trialscommercialization of new products, result in
product liability claims and product recalls, anda@ 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 involve third parties extensively toiasss in: (1) conducting clinical trials, (2) obtang regulatory approvals, (3) conducting
pharmacovigilance-related activities, includingglaafety and reporting of adverse events, and &keting and distributing our products. The
involvement of third parties is necessary becauselovnot possess the internal capacity, and imicerases the expertise, to perform all of
these functions. Accordingly, the success of ttiesd parties in performing their contractual ohliigns is critical to our operations.

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

We rely on Baxter and Jubilant HollistereBto formulate Remodulin for us. As part of amséing contract with Baxter, we agreed that
Baxter will formulate Remodulin in greater quam#iusing larger production equipment than underiteent process. This new formulation
process and related equipment will require FDA iaternational approvals. During the fourth quadE012, we notified Baxter that we will
not renew our current contract when it expirehatend of 2013. We believe that we will be ablaggotiate a new contract with Baxter prior
to the expiration of the current contract. Thene lba no assurance, however, that these negotiatitirtse successful. Although we have
received FDA and international approvals to prodReenodulin using our Silver Spring, Maryland fagiliwe remain reliant on third parties
such as Baxter and Jubilant Hollister-Stier foritiddal capacity and production for internationales.

We received FDA approval to formulate Tywas our Silver Spring, Maryland facility; howeveave remain reliant on Catalent to
supplement our production capacity and serve akup producer.
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We also rely substantially on NEBU-TEC and Minnatkg Inc. to manufacture the nebulizer used inTkreaso Inhalation System.

We substantially rely on these third parte adhere to and maintain production processasdardance with all applicable regulatory
requirements. If any of these critical third-pgptpduction and supply arrangements are interrufstiedompliance issues or other reasons, we
may not have sufficient inventory to meet futurended.

We rely on Accredo Health Group, Inc. (Aedo), CuraScript, Inc. (CuraScript) and CVS Cardnf@aremark) to distribute and sell
Remodulin and Tyvaso in the United States. Thesteillitors are also partially responsible for negistg reimbursements from third-party
payers for the cost of our therapies. From timé¥tte, we increase the price of products sold told®.-based and international distributors.
Our price increases may not be fully reimbursedhirg-party payers. If our distributors do not ashé acceptable profit margins on our
products, they may reduce or discontinue the dadeioproducts. Furthermore, if our internationestdbutors devote fewer resources to selling
our products or are unsuccessful in their salestsffour revenues may decline materially.

In April 2012, Express Scripts, Inc. (thergnt company of CuraScript) acquired Medco Heattlutions, Inc. (the parent company of
Accredo). As a result of the merger, our produchy iioe less significant to the overall operationthefcombined company and the merged
company may devote fewer resources toward theasalesupport of our products, which could advergafyact our revenues. In addition, the
combined company's pharmacy benefit managememédsssimay have increased leverage in negotiatingetires of rebates and discounts on
behalf of third-party payers, which could impadtmeursement levels for our products.

We rely on Eli Lilly and Company (Lilly) tmanufacture and supply Adcirca for us, and weliiyes pharmaceutical wholesaler network
to distribute Adcirca in the United States and RuBico. If Lilly is unable to manufacture or suppldcirca or its distribution network is
disrupted, it could delay, disrupt or prevent wsrirselling Adcirca, which could slow the growthaefr business. In addition, Lilly has the right
to determine the wholesale price of Adcirca, widelmerally moves in parity with the wholesale piidéy sets for Cialis® (both of these
products contain the same active ingredient). Skiz& approval of Adcirca, Lilly has generally anmzed price increases on both Cialis and
Adcirca twice per year. Changes in Lilly's wholesptices could adversely impact demand or reimiouesé for Adcirca, particularly in light «
the commercial availability of generic sildenatirate, the active ingredient in Revatio.

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 productssendices, and impede the progress of ou
clinical trials, commercial launch plans and redatevenues. Interruptions in our production proaesdd be significant given the length of
time and complexity involved in obtaining necessagulatory approvals for alternative arrangemehtsugh either third parties or internal
manufacturing processes.

We rely heavily on third-parties to condaat clinical trials. In addition, the success eftain products we are developing will depend or
clinical trials sponsored by third parties. Exanspdé such clinical trials include a phase Il studyCh14.18 conducted by the National Cancer
Institute, and an ongoing study conducted by Mettrasing its implantable pump to deliver intravaadkemodulin. Failure by any of these
parties to conduct or assist us in conducting aihirials in accordance with study protocols, gyalontrols and GCP could limit our ability to
rely on results of those trials in seeking regulatpprovals.
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Our operations must comply with extensive laws andegulations in the United States and other countrig, including FDA regulations.
Failure to obtain approvals on a timely basis or tachieve continued compliance could delay, disrumtr prevent the commercialization
of our products.

The products we develop must be approvechfizketing and sale by regulatory agencies anck approved, are subject to extensive
regulation. Our research and development effortstmomply with extensive regulations, includingga@romulgated by the FDA and the
United States Department of Agriculture. The preagfsobtaining and maintaining regulatory approvaisnew drugs is lengthy, expensive
uncertain. The manufacture, distribution, advertisitnd marketing of these products are also sutmeottensive regulation, including strict
pharmacovigilance and adverse event reporting reopgints. Any future product approvals we receiuddbe accompanied by significant
restrictions on the use or marketing of a giverdpot. Furthermore, our product candidates maytdaiéceive marketing approval on a timely
basis, or at all. If granted, product approvals leanvithdrawn for failure to comply with regulatamguirements, such as post-marketing
requirements and post-marketing commitments, onupe occurrence of adverse events subsequenitrtmercial introduction.

Discovery of previously unknown problemshndur marketed products or problems with our maauwiring, regulatory, compliance,
research and development, pharmacovigilance angrselevent reporting, marketing or sales activimsd result in regulatory restrictions on
our products up to and including withdrawal of puonducts from the market. If we fail to comply wapplicable regulatory requirements, we
could be subject to penalties that may consisinefsf suspension of regulatory approvals, prodeadlls, seizure of our products and/or
criminal prosecution. In addition, our reputatiauld be harmed as a result of any such regulagstyictions or actions, and patients and
physicians may avoid the use of our products eften we have resolved the issues that led to seghlatory action.

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

After our products receive regulatory amatpthey remain subject to ongoing regulation,chiéan impact, among other things, product
labeling, manufacturing practices, pharmacovigiéaand adverse event reporting, storage, distribuéidvertising and promotion, and record
keeping. If we do not comply with applicable redigdas, the range of possible sanctions may incl{@eadverse publicity, (2) product recalls
or seizures, (3) fines, (4) total or partial suspens of production and/or distribution, (5) susgien of marketing applications, and
(6) enforcement actions, including injunctions @ndl or criminal prosecution. Further, the FDA eftrequires post-marketing testing and
surveillance to monitor the effects of approveddocis. The FDA and comparable international reguyadgencies may condition approval of
our product candidates on the completion of sudt-puarketing clinical studies. These post-markesinglies may suggest that a product
causes undesirable side effects or may presesk #orthe patient. If data we collect from post-keging studies suggest that one of our
approved products may present an unacceptable sefletregulatory authorities could withdraw th@guct's approval, suspend production or
place other marketing restrictions on that prodiicegulatory sanctions are applied or if regutatapproval is delayed or withdrawn, our
operating results and the value of our company beagdversely affected.

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

Any regulatory approval of our productdingited to specific diseases and indications foralitour products have been deemed safe and
effective by the FDA. In addition to the FDA appabvequired for new formulations, any new indicatfor an approved product also requires
FDA approval. If we are not able to obtain FDA apgl for any desired future indications for our gwots, our ability to effectively market ¢
sell our products may be reduced.
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While physicians may choose to prescrihgsifor uses that are not described in the praladieling and for uses that differ from those
approved by regulatory authorities (called "lzfbel" uses), our ability to promote the produstimited to those indications that are specifig
approved by the FDA. Although U.S. regulatory auities generally do not regulate the behavior ofgitians, they do restrict
communications by companies on the subject ofalfel use. If our promotional activities fail to cpiynwith these regulations or guidelines,
we may be subject to warnings from, or enforcenaetibn by, these authorities. In addition, failtwdollow FDA rules and guidelines relating
to promotion and advertising can result in the FD#&fusal to approve a product, suspension or vatkal of an approved product from the
market, product recalls, fines, disgorgement of eypperating restrictions, injunctions or crimipabsecution.

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 sch laws could result in penalties and have a mated adverse effect on our business,
financial condition and results of operations.

Various laws in jurisdictions around therlgdpincluding anti-kickback and false claims staty the Foreign Corrupt Practices Act and the
UK Bribery Act, restrict particular marketing pras in the pharmaceutical and medical device itndiss Our business activities may be
subject to challenge under these laws, and anyitiEnenposed upon us could have a material adwaffeet on our business, financial
condition and results of operations. Furthermore have significantly expanded our sales and manyestiaff. Any expansion of sales and
marketing efforts can increase the risks of nond@npe with these laws.

In the United States, the federal healtle grogram anti-kickback statute prohibits, amotigeothings, knowingly and willfully offering,
paying, soliciting, or receiving remuneration tdirce (or in return for) the purchase, lease, codarranging the purchase, lease or order o
health care product or service reimbursable undeditére, Medicaid or any other federally financedlth care program. This statute has bee
interpreted to apply to arrangements between ptaautigal manufacturers and prescribers, purchaaedsformulary managers. Although a
number of statutory exemptions and regulatory Baféors exist to protect certain common activitiesn prosecution, the exemptions and safi
harbors are narrow, and practices that involve resration intended to induce prescriptions, purchiaserecommendations may be subject to
scrutiny if they do not qualify for an exemptionsafe harbor. Our practices may not always meetf alie criteria for safe harbor protection.

Federal false claims laws prohibit any parfom knowingly presenting (or causing the préisgnof) a false claim for payment by the
federal government, or knowingly making, or causarfglse statement to be made in order to recelympnt of a false claim. Several
pharmaceutical and health care companies havegresacuted under these laws for allegedly providieg product to customers with the
expectation that the customers would bill federabpams for the product. Other companies have peasecuted for causing false claims to be
submitted because of the company's marketing gfitbe@uct for unapproved, and thus non-reimbursalsles. The majority of states also have
statutes or regulations similar to the federal-&itkback law and false claims laws, which applytémns and services reimbursed under
Medicaid and other state programs, or, in seveatds, apply regardless of the payer. Sanctionenthése federal and state laws may include
civil monetary penalties, exclusion of a manufaetisrproduct from reimbursement under governmesgnams, criminal fines, and
imprisonment.

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

Failure to submit required information nragult in civil monetary penalties of up to $15@G&r year (and up to $1.0 million per year
"knowing failures") for all payments, transfersvaflue or ownership or investment interests notmggloin an annual submission. Further, the
PPACA amends the intent requirement of the fedmmtitkickback and criminal health care fraud s&duA person or entity no longer needs tc
have actual knowledge of this statute or speaifierit to be in violation of it. In addition, thexggnment may assert that a claim including it
or services resulting from a violation of the fealeanti-kickback statute constitutes a false ondrdent claim for purposes of the false claims
laws.

If not preempted by this federal law, salstates currently require pharmaceutical comsaioieeport expenses relating to the marketing
and promotion of pharmaceutical products and tontegifts and payments to individual physicianshose states. Depending on the state,
legislation may prohibit various other marketinated activities, or require the posting of infotioa relating to clinical studies and their
outcomes. In addition, certain states, such addZaia, Nevada, and Massachusetts, require phautiaaecompanies to implement
compliance programs or marketing codes and sewt#rat states are considering similar proposals. iamce with these laws is difficult and
time consuming, and companies that do not complly thiese state laws will 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 chaniggelaw may adversely impact our business, opmrator financial results. The PPACA is a
sweeping measure intended to expand health casrage within the United States, primarily throulgé imposition of health insurance
mandates on employers and individuals and expamditre Medicaid program. The reforms imposed l&yribw law will significantly impact
the pharmaceutical industry; however, the full ef$eof the PPACA will be unknown until these praéers are implemented and the Centers
Medicare and Medicaid Services and other federdistate agencies issue applicable regulationsidagae. Moreover, in the coming years,
additional changes could be made to governmentdttheare programs that could significantly impihet 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 produd in favor of alternative treatments.

Reports of side effects and adverse eas#sciated with our products could have a signifiealverse impact on the sale of our products
An example of a known risk associated with intrauenRemodulin is sepsis, which is a serious anempially life-threatening infection of the
bloodstream caused by a wide variety of bacteni@avenous prostacyclins, such as intravenous Relimoahd Flolan, are infused continuot
through a catheter placed in a large vein in thepés chest, and sepsis is a known risk assatiaitd this type of delivery. As a result, sepsis
is included as a risk in both the Remodulin andafigpackage inserts. Although a discussion of igleaf sepsis is currently included on the
Remodulin label, and the occurrence of sepsisnslifar to physicians who prescribe intravenouslynadstered therapies, concerns about
bloodstream infections may adversely affect a ptigsis decision to prescribe Remodulin.
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Our corporate compliance program cannot guaranteehat we comply with all potentially applicable fedeal, state and international
regulations.

The development, manufacture, distributimicing, 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 moragent requirements. If we fail to comply with aofythese regulations, we could be subject to
a range of penalties including, but not limited(tb: the termination of clinical trials, (2) theilfae to receive approval of a product candidate,
(3) restrictions on our products or manufacturingcpsses, (4) withdrawal of our products from tteekat, (5) significant fines, (6) exclusion
from government health care programs and (7) athections or litigation.

Negative attention from special interest groups maimpair our business.

As is common with pharmaceutical and bibtedogy companies, our earffage research and development involves animatgesthich
we conduct both directly and through contracts whihd parties. Notwithstanding the vital role afimal research in the drug discovery and
development process, certain special interest groapegorically object to the use of animals feesrch purposes. Historically, our research
and development activities have not been the stubfesignificant animal rights media attention. Hower, research activities with animals h
been the subject of adverse attention, generatlyding demonstrations near facilities operatedther companies in our industry. Any
negative attention, threats or acts of vandalismctiéd against our animal research activities énfttture could impair our ability to operate our
business effectively.

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

Our business depends upon our continuiilijyatm exploit our intellectual property rights the drugs and other products that have been
discovered and initially developed by others arub¢hfor which we are developing further and comiméizing. These intellectual property
rights have either been contractually licensedstoruthave been acquired by us. Under each of @alupt license agreements, we are granted
license to exploit certain intellectual propertyred by others that covers a drug or other prodirder each of our purchase agreements, we
have purchased certain intellectual property tbaecs a drug or other product. We may be requivezbtain a license of other intellectual
property owned by third parties to continue to depeand commercialize our products.

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

. We may be unable to obtain rights to intellecpraperty that we determine we need for our bussreg a reasonable cost or at
all;
. If any of our product licenses or purchase agre¢sne@ terminated, we may lose our rights to deyattake and sell the

products to which such licenses or agreementserelat

. Our license and purchase agreements generallydadhe licensor or seller with the right to termtéenthe agreement in the ev
we breach such agreemente-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 obligationtbemwise fails to maintain the

intellectual property licensed to us, we may losg ability to prevent others from developing or keting similar products that
are covered by such intellectual property. In addjtwe may be forced to incur substantial costaaintain the intellectual
property ourselves or take legal action seekinfgitce the licensor to do so.
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Certain agreements under which we acquired or licesed intellectual property rights may restrict our ability to develop related products
in certain countries or for particular diseases andmay impose other restrictions that affect our abity to develop and market related
products in the most effective manner.

When we acquire or license intellectualpemy rights to drugs and other products that hmen discovered and initially developed by
others, these rights are frequently limited. Fetance, our rights to market Adcirca are geogralyitimited to the United States and Puerto
Rico. Furthermore, we cannot undertake any additimvestigational work with respect to Adcircaather indications of pulmonary
hypertension without Lilly's prior approval. Lilgiso has authority over all regulatory activitiesl das the right to determine the net wholesal
price for Adcirca. Provisions in our license andghase agreements may impose other restrictiohsiffeat our ability to develop and market
products to which the intellectual property relatesr example, GlaxoSmithKline PLC retained an egitle option and right of first refusal to
negotiate an agreement with us if we decide tmeeany commercialization rights with respect tsmBdulin and Tyvaso anywhere in the
world.

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

The period under which our commercial aadelopmental therapies are protected by our paigins is limited. Our U.S. patent for the
method of treating PAH with Remodulin will expime ©October 2014. Three of our U.S. patents covesimgcurrent methods of synthesizing
and producing treprostinil, the active ingredienboth Remodulin and Tyvaso, expire in October 2@ther patents and patent applications ir
the U.S. and other countries relating to our trefind products remain in force or are pendingpesgively. We also have been granted one
patent in the European Union and one patent innJaah of which covers our treprostinil synthesid production methods that will expire in
October 2018. Our U.S. patent covering an impradieeent for Remodulin will expire in March 2029. &lpatent for Adcirca for the treatment
of pulmonary hypertension will expire in 2017 and patents for Tyvaso will expire in the United t8&and in various countries throughout
the European Union in 2018 and 2020, respectively.

We continue to conduct research into newhots to synthesize treprostinil and have pendir bnd international patent applications
and granted patents relating to such methods. Hexyvexe cannot be sure that these additional patélitsuccessfully deter competitors, or
that additional patent applications will resuligrants of patents. Upon the expiration of any afatents, competitors may develop generic
versions of our products that were covered by Kpéred patents and may market those generic vessmnompete with our products.
Competitors may also seek to design around ounfsaeior to their expiration in an effort to demplcompeting products that do not infringe
our patents.

The scope of any patent we hold may natrdeimpetitors from developing a product that calepevith the product we sell that is
covered by the patent. Patent laws of foreign glictsons may not protect our patent rights to thee extent as the patent laws of the United
States. Furthermore, our suppliers who have gramezkclusive rights may have inadequate intellqitoperty protections. Competitors also
may attempt to invalidate our existing patents kefbey expire.

In addition to patent protection, we alsty ron trade secrets to protect our proprietarykhow and other technological advances that wi
do not disclose to the public. We enter into coetfitility agreements with our employees and otteevghom we disclose trade secrets and
other confidential information. These agreementsatonecessarily prevent our trade secrets fromgoesed or disclosed without our
authorization and confidentiality agreements mayliffecult to enforce or may not provide an adeguamedy in the event of unauthorized
disclosure.
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The validity, enforceability and scope of certain bour patents covering Remodulin are currently beirg challenged as a result of a rece
abbreviated new drug application (ANDA) filing from a generic drug company. The outcome of current aany future challenges to the
validity, enforceability or scope of our patent potfolio could significantly reduce revenues from Reradulin.

In February 2012, we received a Paragrap@drtification Notice Letter (Original Notice Letf) from Sandoz advising that Sandoz has
submitted an ANDA to the FDA requesting approvatiarket a generic version of the 10 mg/mL strergtRemodulin. In December 2012,
we received notice (Second Notice Letter) that $arithd amended its previously filed ANDA to requaggbroval to market generic version:
the 1 mg/mL, 2.5 mg/mL, and 5 mg/mL strengths afi@dulin. In the Notice Letters, Sandoz statesithiatends to market a generic version
of Remodulin before the expiration of U.S. Patent 8,153,222, which expires in October 2014; U&eRt No. 6,765,117, which expires in
October 2017; and U.S. Patent No. 7,999,007, wéigiires in March 2029.

We responded to the Original Notice Lefteffiling a lawsuit in March 2012 against Sandozha U.S. District Court for the District of
New Jersey alleging patent infringement. We respdrtd the Second Notice Letter by filing an addiiblawsuit in January 2013 for pate
infringement in the U.S. District Court for the Bist of New Jersey. The current status of ougétion with Sandoz is further described in
Item 3—Legal Proceedingselsewhere in this Annual Report on Form 10-K.

There can be no assurance that we willgrév our defense of our patent rights. Our erigtpatents could be invalidated, found
unenforceable or found not to cover a generic foflRemodulin. If Sandoz or another ANDA filer wetereceive approval to sell a generic
version of Remodulin and/or prevail in any patéidation, Remodulin would become subject to insezhcompetition and our revenue would
be adversely affected. In addition, regardleshefautcome, any patent litigation could be costigtracting to our management and time-
consuming.

Third parties may allege that our products or servces infringe their patents and other intellectual poperty rights, which could result in
the payment of royalties. Payment of royalties woudl negatively affect our profits; furthermore, if we chose to contest these allegations,
we could be subject to costly and time-consumingiljation or could lose the ability to continue to sll the related products.

Third parties may seek to invalidate oreottise challenge our patents. We may initiatediiign to enforce or defend our patents or
intellectual property rights; however, litigatioarcbe time consuming, distracting to our operationstly and may not conclude favorably. In
addition, the outcome of patent infringement litiga often is difficult to predict. If we are unstessful with respect to any future legal action
in the defense of our patents and our patentastidated or determined to be unenforceable, agimess could be negatively impacted. Evel
if our patents are not determined to be invalidmmenforceable, it is possible that a competitoddaircumvent our patents by effectively
designing around the claims of our patents. Acewigi, our patents may not provide us with any catitipe advantage.

To the extent third-party patents for whiel currently do not hold licenses cover our prasloc services, licenses to these patents woul
be necessary to manufacture, use, sell or proliglgetproducts and services without infringing thesents. In the case of products or service:
that utilize intellectual property of strategic lediorators or other suppliers, such suppliers n@elan obligation to secure the needed license
to these patents at their cost. Otherwise, we wbaltesponsible for the cost of these licensesneats of royalties and other amounts under
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 obtairequired license or are unable to alter the desighe product alleged to be infringed to avoid
infringing a third-party patent, we would be unatdeontinue to manufacture or sell the relatedipots.

If a third party commences legal actioniagfaus for infringement, we could be compelledntur significant costs to defend the action
and our management's attention could be divertadftver
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or not the action were to have any merit. We cabeatertain that we could prevail in the actiorg an adverse judgment or settlement
resulting from the action could require us to pagssantial amounts in damages for infringemenubstantial amounts to obtain a license to
continue to use the intellectual property thahis subject of the infringement claim.

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

The testing, manufacturing, marketing, aalé of drugs and diagnostics involve product lighiisks. We may not be able to maintain
current product liability insurance at an accepgatast, if at all. In addition, our insurance caga may not be adequate for all potential cla
If claims or losses significantly exceed our ligghiinsurance coverage, we may experience finamaadship or be forced out of business.

If we fail to attract and retain key management andqualified scientific and technical personnel, we @y not be able to achieve our
business objectives.

Members of our management team, includingf@under, Chairman and Chief Executive Officer, Martine Rothblatt, and our President
and Chief Operating Officer, Dr. Roger Jeffs, péagritical role in defining our business strategg anaintaining our corporate culture. The
of the services and leadership of Dr. Rothblatt,J&ffs or any other members of our senior manageteam could have an adverse effect on
our business. We do not maintain key person ligeiance on our senior management team memberdditioa, effective succession planning
is important to our long-term success. Failuredmnitify and retain adequate replacements for mesnifesur senior management team and
ensure effective transfer of knowledge could hirtierachievement of our business objectives. Qurdisuccess also depends on our abili
attract and retain qualified scientific and teclahjgersonnel. Competition for skilled scientificdatiechnical personnel in the biotechnology anc
pharmaceutical industries is intense. Our comp@rsatrangements may not be sufficient to attraet qualified scientific and technical
employees or retain existing scientific and tecah@nployees. If we fail to attract and retain sapfployees, we may not be successful in
developing and commercializing new therapies foHR#d other diseases and conditions.

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

Our research and development and manufagtactivities involve the controlled use of cheaticand hazardous substances and we are
expanding these activities in both scale and looatin addition, patients may dispose of our praslusing means we do not control. Such
activities subject us to numerous federal, staid,lacal environmental and safety laws and regutatihat govern the management, storage
disposal of hazardous materials. Compliance withect and future environmental laws and regulatiwars require significant costs;
furthermore, we can be subject to substantial farespenalties in the event of noncompliance. T8teaf accidental contamination or injury
from these materials cannot be completely elimimhaf@irthermore, once chemical and hazardous mistégeve our facilities, we cannot
control what our hazardous waste removal contraaboose to do with these materials. In the evieah @ccident, we could be liable for
substantial civil damages or costs associatedtiéltleanup of the release of hazardous mateAalsrelated liability could exceed our
resources and could have a material adverse effegtir business.

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

We have spent considerable resources hyiland expanding our offices, laboratories and yetidn facilities, and we are currently
seeking regulatory approvals for some of our faedi However, our facilities may be insufficieatrheet future demand for our products.
Alternatively, we
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may have excess capacity at our facilities if fatdemand falls short of our expectations, or ifdeenot receive regulatory approvals for the
products we intend to produce at our facilitiesn§toucting our facilities is expensive and our iaptio satisfactorily recover our investment
will depend on sales of the products manufactuteédese facilities in sufficient volume. If we deperience substantial sales growth, we may
have difficulty managing inventory levels as maikgthew therapies is complicated and gauging futiemand can be difficult and uncertain.

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

We may be required to seek additional sesiaf financing to meet unplanned or planned exipened. Unplanned expenditures could be
significant and may result from necessary modifiset to product development plans or product afigsiin response to difficulties
encountered with clinical trials. We may also faoexpected costs in preparing products for commakseile, or in maintaining sales levels of
our currently marketed therapeutic products. Ifare unable to obtain additional funding on comnafcreasonable terms or at all, we may
compelled to delay clinical studies, curtail opi&nas 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&ighificant future obligations. For example, upoaturity or conversion of our 1.0 percent
Convertible Senior Notes due September 15, 20186 #bnvertible Notes), subject to certain provisione must repay our investors in cash
up to the principal balance of $250.0 million. et in certain circumstances constituting a funelatal change under the 2016 Convertible
Notes, we may be required to repurchase the 20bh§e2tible Notes for cash. In addition, awards gedninder our Share Tracking Awal
Plans (which we collectively refer to as the STAR)itle participants to receive in cash an amogaogéto the appreciation in the price of our
common stock, which is calculated as the positiffergnce between the closing price of our commoglson the date of exercise and the dat
of grant. Consequently, our STAP will likely recgisignificant future cash payments to participémthe extent the price of our common stocl
appreciates and the number of vested STAP awacdsases over time. If we do not have sufficientifuto meet such contractual obligations
or the ability to secure alternative sources ddrficing, we could be in default, face litigation &mmdose key employees, which could have a
material adverse effect on our business or findwaiadition.

Security breaches and other disruptions could commmise our information and expose us to liability, Wwich would cause our business
and reputation to suffer.

In the ordinary course of our businessgoléect and store sensitive data, including inttllal property, our proprietary business
information and that of our suppliers, customerd binsiness partners, and personally identifialftermnation. The secure maintenance of this
information is critical to our operations and bsia strategy. Despite our security measures, fammation technology and infrastructure may
be vulnerable to attacks by hackers or breachedademployee error, malfeasance or other disruptidmy such breach could compromise
networks and the information stored there coulddmessed, publicly disclosed, lost or stolen. Aughsaccess, disclosure or other loss of
information could result in legal claims or prociggs, liability under laws that protect the privamypersonal information, disrupt our
operations, and damage our reputation which codvergely affect our business.
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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 highhatit# within the pharmaceutical and biotechnologgtsr. Consequently, there can be
significant price and volume fluctuations in therke that may not relate to operating performanée following table sets forth the high and
low closing prices of our common stock for the pds indicated:

High Low
January 1, 20—December 31, 201 $ 5891 $ 40.4:
January 1, 20—December 31, 201 $ 70.7C $ 37.21
January 1, 20—December 31, 201 $ 64.2¢ $ 46.2-

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

. Failure to meet estimates or expectations of seesianalysts or our own revenue guidance;

. Quarterly and annual financial results;

. Timing of enrollment and results of our clinicéhts;

. Physician, patient, investor or public concernsarding the efficacy and/or safety of products mee#ier being developed by

or by others;

. Changes in, or new legislation and regulatidfecéing reimbursement of, our therapeutic prodigtdedicare, Medicaid or
other government payers, and changes in reimburstgmoécies of private health insurance companies;

. Announcements by us or others of technologicalwations or new products or announcements regaingxisting products,
including in particular the development of new, gating PAH therapies;

. Announcements by us or others regarding gebatienges to the intellectual property relatingtm products, including the
recent abbreviated new drug applications filed bpd®z relating to certain of our Remodulin patemd to our pending lawsuit
defending our patents rights;

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

. Future issuances of common stock by us or any aittérity which could be viewed as being dilutivedur shareholders;
. Rumors among, or incorrect statements by, investodéor analysts concerning our company, our prisgioc operations;
. Failure to obtain or maintain regulatory approvatsn the FDA or international regulatory agencies;

. Discovery of previously unknown problems with ouanketed products, or problems with our productiegulatory,

compliance, promotional, marketing or sales adéisithat result in regulatory restrictions on otoducts, including withdrawal
of our products from the market;

. Accumulation of significant short positions in @ommon stock by hedge funds or other investorh®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.
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We may fail to meet our own projected revenues, asell as third-party projections for our revenues orprofits.

Many securities analysts publish quartarig annual projections of our revenues and prdfitaddition, we provide forward-looking
guidance for revenues associated with our commgrmaucts. Such estimates are inherently subgeahtertainty. As a result, actual reven
and profits may differ from these projections, awvén small variations in reported revenues andtpradmpared to securities analysts'
expectations or our own projected revenues coue hassignificant impact on the price of our comnstock.

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

The price of our common stock could decifn€l) we issue common stock to raise capitaiooacquire a license or business; (2) our
shareholders transfer ownership of our common stmckell substantial amounts in the public magkatexample, in 2011, Lilly sold a
significant portion of our common stock); (3) oavéstors become concerned that substantial sata& @ommon stock may occur; or (4) we
issue shares upon the settlement of warrantsngltdithe hedging transaction for our 2016 ConbkrtNotes. A decrease in the price of our
common stock could make it difficult for us to misapital or fund acquisitions through the issuafagur stock.

Any sales of common stock issued to holdémur 2016 Convertible Notes could adverselycftee prevailing market price of our
common stock or result in short selling by marlatigipants in expectation of a decline in the @rid¢ our common stock.

Our share repurchases may affect the value of outoenmon stock.

Recently, our Board of Directors authorizegteral programs to repurchase our common stdukeffect of any of these repurchase
programs on the market price of our common stodkdepend in part on market conditions.

We are subject to counterparty risk with respect tathe convertible note hedge transaction.

The counterparty to the convertible notddeetransaction we entered into in connection Wighissuance of our 2016 Convertible Notes
(call options) will subject us to counterparty rigkthat the counterparty may default on fulfillipgtential obligations under the call options.
Our exposure to the credit risk of the counterpuaiitiynot be secured by any collateral. Recent glazonomic conditions have resulted in the
actual or perceived failure or financial difficeél§ of many financial institutions. If such countaty becomes subject to insolvency
proceedings, we will become an unsecured creditthiase proceedings with a claim based on our expaa that time under the call options.
Our exposure will depend on many factors but, gaherthe increase in our exposure will be coreito the increase in the market price and
in the volatility of our common stock. In additiampon a default by the counterparty, we may suthrerse tax consequences and dilution witl
respect to our common stock due to our obligatioddliver shares upon conversion of the notes. &¥aat provide any assurance as to the
financial stability or viability of the counterpgrto our convertible note hedge transaction.
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Provisions of Delaware law and our amended and rested certificate of incorporation, second amendedral restated by-laws,
shareholder rights plan, 2016 Convertible Notes, cwertible note hedge transaction and employment anlicense agreements, among
other things, could prevent or delay a change of atrol or change in management that may be beneficido our public shareholders.

Certain provisions of Delaware law and anrended and restated certificate of incorporasenpnd amended and restated by-laws and
shareholder rights plan may prevent, delay or disxge:

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

For example, our amended and restatedicaté of incorporation divides our Board of Dirext into three classes. Members of each cla:
are elected for staggered three-year terms. Thiggion may make it more difficult for shareholdévgeplace the majority of directors. It may
also deter the accumulation of large blocks ofaammon stock by limiting the voting power of sudhdks.

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

We may be required to repurchase the 2@&t/€rtible Notes from their holders in the evenadéindamental change and increase the
conversion rate in connection with a make wholasitient event in certain circumstances, includiegange of control of our company. This
may delay or prevent a change in control of our pany that would otherwise be beneficial to our shalders.

Terminating or unwinding the convertiblegebedge transaction could require us to make aotist payments to the counterparty or may
increase the price of our common stock. The castsp increase in stock price that may arise frerminating or unwinding the transaction
could make an acquisition of our company signifttamore expensive to the purchaser.

Similarly, a change of control, under cer@rcumstances, could also result in an accetraif the vesting of outstanding STAP awards.
This, together with any increase in our stock prasulting from the announcement of a change ofrobrcould make an acquisition of our
company significantly more expensive to the purehad/e also have a broad-based change of contretagce 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 progreonld also increase the cost of acquiring our camyp

We enter into certain license agreemeraisghnerally prohibit our counterparties or théiiliates from taking necessary steps to acquire
or merge with us, directly or indirectly throughdhie term of these agreements, plus a specifiadgthereafter. We are also party to certain
license agreements that restrict our ability taggser transfer the rights licensed to us to tipadities, including parties with whom we wish to
merge, or those attempting to acquire us. Thesseawgnts often require that we obtain the prior eonsf the counterparties to these
agreements if we are contemplating a change ofaloftthese counterparties withhold their consealated agreements could be terminated
and we would lose related license rights. For exanth Lilly and Toray have the right to termiaatur license agreements relating to
Adcirca and beraprost, respectively, in the evémeotain change of control transactions. Theseictige change of control provisions could
impede or prevent mergers that could benefit oaretiolders.
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Because we do not intend to pay cash dividends, osinareholders must rely on stock appreciation for my return on their investment in
us.

We have never declared or paid cash divigem 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 appaon in the price of our common stock.
There can be no assurances that our common stdigikrawide a return to investors.

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

Maryland—We own a 232,000 square foot coration laboratory and office building complex inv8r Spring, Maryland that serves as
our corporate headquarters and is used for théasyist of treprostinil-based compounds and monotkmibodies. We use this facility to
produce Remodulin and Tyvaso for commercial use ale own several other buildings in Silver Sprirsgd principally for office space, and
we lease and own warehouse space near Silver Spring

North Carolina—We own a 380,000 square @mohbination manufacturing facility and office liiilg in Research Triangle Park, North
Carolina (RTP facility), which is occupied by ouinical research and development and commerciadizgtersonnel. We warehouse and
distribute Remodulin and Tyvaso and manufacturétoeprostinil at this location. In June 2012, weejaired an 132 acre property containing
approximately 703,000 square feet of building sajacent to our RTP facility, which we intend &edor future expansion. We expect to
begin preparing a portion of the property for depehent during the first half of 2013, which will ise research, development and production
facilities relating to our regenerative medicinel angan transplantation programs.

Europe—We own an office building near LondBngland which serves as our European headgsiavier also own a building in Oxford,
England. In Germany, we lease office and produdjmace from NEBU-TEC for production of the Tyvasbdlation System.

District of Columbia—We own two adjacentildings in Washington, D.C., which serve as offspace.
Florida—We own an office building in SaitgIBeach, Florida. In addition, we lease officaspin Melbourne, Florida.

Certain of our Maryland and North Carolpraperties serve as collateral under our $70.0anilCredit Agreement with Wells Fargo
Bank, National Association and Bank of America, NE&r further details, sdeem 7.—Management's Discussion and Analysis & rigial
Condition and Results of Operations—Liquidity arapifal Resources—Mortgage Financing

We believe that these facilities, alonghwiairious other owned and leased office facilitéees, adequate for our current operations and the
additional land and facilities for future expanseme reasonably available.

ITEM 3. LEGAL PROCEEDINGS
Sandoz Inc.

In February 2012, we received a Paragrap@drtification Notice Letter (the Original Notideetter) from Sandoz Inc. (Sandoz) advising
that Sandoz had submitted an abbreviated new ghpigcation (ANDA) to the FDA requesting approvalrtarket a generic version of the
10 mg/mL strength of Remodulin. In December 2012 received notice (the Second Notice Letter) tizaiddz
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had amended its previously filed ANDA to requestiidnal approval to market generic versions of thmg/mL, 2.5 mg/mL, and 5 mg/mL
strengths of Remodulin. In the Original Notice keetand the Second Notice Letter, Sandoz statedttimends to market a generic version of
Remodulin before the expiration of the followinggrats relating to Remodulin: U.S. Patent No. 5,283, which expires in October 2014; U
Patent No. 6,765,117, which expires in October 2@hd U.S. Patent No. 7,999,007, which expires ardl 2029. Each of these patents is
listed in the Orange Book.

We responded to the Original Notice Lefteffiling a lawsuit in March 2012 against Sandozha U.S. District Court for the District of
New Jersey alleging patent infringement (the Rieswsuit). We responded to the Second Notice Létydiling an additional lawsuit in Janue
2013 for patent infringement in the U.S. Distriaiutt for the District of New Jersey (the Second kait). Sandoz has filed its answer to our
complaint in the First Lawsuit, and has also fidinterclaims alleging that the patents at issuketitigation are invalid or will not be
infringed by the commercial manufacture, use o sélthe proposed product described in Sandoz's ARIIbmission. On February 21, 2013
Sandoz filed its answer to our complaint in thed®elcLawsuit, and filed counter claims against us.

Under the Hatch-Waxman Act, the FDA is anically precluded from approving Sandoz's ANDAharespect to each concentration of
Remodulin for up to 30 months from receipt of thatite Letter corresponding to such concentrationntil the issuance of a district court
decision that is adverse to us, whichever occuss fiVe intend to vigorously enforce our intelleddtproperty rights relating to Remodulin.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

ITEM 5. 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&=déct Market under the symbol
"UTHR". The table below sets forth the high and ldasing prices for our common stock for the pesiotticated:

2012 2011

High Low High Low
January —March 31 $ 50.9¢ $ 4554 $ 69.5¢ $ 64.2¢
April 1—June 3( $ 493t $ 4042 $ 70.7C $ 53.4¢
July +—September 3 $ 58.3C $ 49.87 $ 57.3¢ $ 37.47
October —December 3: $ 5891 $ 449¢ $ 475¢ $ 37.2]

Number of Holders
As of February 18, 2013, there were 38 édaf record of our common stock.
Dividend Policy

We have never paid and have no presemitioteto pay cash dividends on our common stockénforeseeable 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)(1) Plans or Programs Programs(2)(3)
Beginning
repurchase
authority $ 57,075,34
October 1, 2012—
October 31, 201 554,21 $ 48.0: 554,21' $ 30,454,74
November 1
2012—
November 30,
2012 631,94: $ 48.1¢ 631,94: $ =
December 1, 2012-
December 31,
2012 — — — 3 —
Total 1,186,151 $ 48.1- 1,186,151 $ —

Q) Average price paid per share calculated diese¢nt, including commission.

(2)  As previously disclosed in our Form 10-Q for theudar ended June 30, 2012, on June 27, 2012, waianed that our
Board of Directors authorized a share repurchasgrpm for up to $100.0 million in aggregate repasgs of our
common stock effective over a one-year period bregmJuly 31, 2012. This repurchase program waspbeted during
October 2012.

3) As previously disclosed in our Current ReportForm 8-K filed on February 4, 2013, our Boardaectors authorized a
new share repurchase program for up to $420.0amil aggregate repurchases of our common stoektafé over a
one-year period beginning March 4, 20:
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Comparison of Five-Year Total Cumulative ShareholdeReturn

The following chart shows the performanmerf December 31, 2007 through December 31, 201thiéd Therapeutics common stock,
compared with an investment in the stocks represeinteach of the NASDAQ U.S. Stock Market Inded #ee NASDAQ Pharmaceutical
Stock Index, assuming $100 was invested in eatifedteginning of the period.

—&— United Therapeulics Corparation
—@— Masdaq US Stock Market Index
—ie— Masdag Pharmaceulical Stocks Index
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ITEM 6. SELECTED FINANCIAL DATA

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

Year Ended December 31

2012 2011 2010 2009 2008

Consolidated Statements o

Operations Data:
Revenue: $ 916,07t $743,18! $592,89¢ $358,88( $272,01:
Operating expense

Research and developmt 173,38° 180,01! 165,30t 120,36¢ 237,81(

Selling, general and administrati 201,74¢ 156,48: 188,60t 171,89: 90,21¢

Cost of product sale 119,29° 88,90: 67,67¢ 40,86 26,93:
Total operating expens 494,43( 425,40: 421,58¢ 333,120 354,95¢
Operating income (los: 421,64¢ 317,78. 171,31 25,757  (82,94)
Total other income (expense), | 19,02¢ (18,66Y) (16,162 (7,139 (1,665
Income (loss) from continuing

operations before income t 440,67. 299,11° 155,15: 18,62: (84,61
Income tax (expense) bene (136,229 (81,874 (43,949 69t 34,39
Income (loss) from continuing

operations 304,44; 217,24: 111,20¢ 19,31¢ (50,219
Income (loss) from discontinued

operations, net of tax(: — 625 (5,290 144 891
Net income (loss $ 304,44: $217,86¢ $105,91¢ $ 19,46: $ (49,32)
Net income (loss) per common shg

Basic(2) $ 584 ¢ 381 $ 18 $ 037 $ (1.09¢

Diluted(2) $ 571 $ 367 $ 17¢ $ 035 $ (1.09
Weighted average number of comma

shares outstandin

Basic(2) 52,09: 57,16 56,14 53,31« 45,80:

Diluted(2) 53,28( 59,39t 59,51¢ 56,13: 45,80:

Year Ended December 31

2012 2011 2010 2009 2008
Consolidated Balance Shee
Data:
Cash, cash equivalents and
marketable investments( $ 78493. $ 747,37¢ $ 759,93 $ 378,12( $336,31i
Total asset 1,626,59' 1,518,07¢ 1,431,63" 1,051,54. 874,53
Debt 276,32: 266,83! 305,96¢ 250,59¢  234,95.
Retained earnings (deficl 553,48( 249,03¢ 31,17( (74,746  (93,92)
Total stockholders' equit 1,083,98 948,48t 883,88t 653,00¢  555,33:

Q) In March 2011, we sold Medicomp, Inc., our formgletedicine subsidiary and subsequently discontimlieof our
continuing telemedicine-related activities. Accogly, the results of Medicomp, Inc. have been idetliwithin
discontinued operations for each of the years ptede Refer to Note 17-Sale of Medicomp, In¢o our consolidated
financial statements included in this Annual Reporf-orm 10-K for details.

(2) Refer to Note 16— Stockholders' Equity—Earnings per Shaoeour consolidated financial statements includethis
Annual Report on Form 10-K for the computation a$ie and diluted net income per share for bothicoimng and
discontinued operations.

) Excludes restricted marketable investments and.:
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be readanjunction with our consolidated financial statetseand related notes to the consolidated
financial statements included in this Annual Report~orm 10-K. The following discussion containsdfardlooking statements made purst
to the safe harbor provisions of Section 21E ofSbeurities Exchange Act of 1934 and the Privatmuftes Litigation Reform Act of 1995.
These statements are based on our beliefs andtatipas about future outcomes and are subjecsks and uncertainties that could cause
actual results to differ materially from anticipdteesults. Factors that could cause or contritutith differences include those described
underPart I, Item 1A—Risk Factoiacluded in this Annual Report on Form 10-K andidas described in other cautionary statements,
cautionary language and risk factors set forthtireodocuments filed with the Securities and Exgea@ommission. We undertake no
obligation to publicly update forward-looking statents, whether as a result of new information,riuevents or otherwise.

Overview
Our key therapeutic products and productiziates include:

. Prostacyclin analogues (Remodulin®, Tyvaso®, argbtostinil, 314d, TransCon Treprostinil and TrarsCBeraprost): stable
synthetic forms of prostacyclin, an important molegproduced by the body that has powerful effeatblood vessel health and
function;

. Phosphodiesterase type 5 (PDE-5) inhibitor (Ada®fa a molecule that acts to inhibit the degradatibayslic guanosine
monophosphate (cGMP) in cells. cGMP is activatedilyc oxide (NO), a naturally occurring substaitehe body that
mediates the relaxation of vascular smooth muscle;

. Monoclonal antibodies for oncologic applicationsh@l.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 bi@te shown antiviral activity in a range of pre-
clinical settings;

. Cell-based therapy: a cell-based product known as PLacental eXpa(@eX) cells we are studying for the treatment of
pulmonary hypertension; and

. Engineered lungs and lung tissue for transplantatidJsing xenotransplantation technology, as welleageral regenerative
medicine technologies, we are in the early preigdinstage of developing engineered lungs and tigsge which can be
transplanted to patients suffering from PAH anceothng diseases.

We concentrate substantially all of ouesrsh and development efforts on these key thetiggenograms. Our lead product is Remodulir
(treprostinil) Injection (Remodulin) for the treagmt of pulmonary arterial hypertension (PAH). Theited States Food and Drug
Administration (FDA) initially approved Remodulin 002 for subcutaneous (under the skin) admiristraThe FDA subsequently broade
its approval of Remodulin in 2004 for intravenoirsthe vein) use and for the treatment of patieadgiiring transition from Flolan®
(epoprostenol sodium) for Injection, the first dagproved by the FDA for the treatment of PAH. Renilimdhas also been approved largely
subcutaneous use in various countries outsidecofltlited States; however, in December 2011, wewedeegulatory approval by the French
regulatory agency,'’Agence Nationale de Sécurité du Médicament ePdeduits de SantGANSM), for the intravenous use of Remodulin to
treat PAH. The ANSM approval followed a review periduring which 22 European Economic Area membgoms, each of which had
previously approved subcutaneous Remodulin thraligimutual recognition process, reviewed and emedittse final variation assessment
report issued by ANSM, which will allow
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us to market intravenous Remodulin in those coestiollowing pricing approval and approval of oiskrmanagement plan in each country.

Our other commercial products include Tyvéseprostinil) Inhalation Solution (Tyvaso) anddvca (tadalafil) tablets (Adcirca). In 20t
the FDA approved Adcirca, an orally administeresripy for the treatment of PAH to which we acquiezdlusive U.S. commercialization
rights from Eli Lilly and Company (Lilly). In 2009ye received FDA approval of Tyvaso, an inhaledapsg for the treatment of PAH. We
launched both of these products for commercial isa2909. As compared with Remodulin, these twalpois enable us to offer treatments
broader range of patients who suffer from PAH.ddion, we are developing an oral, extended-re&l¢ablet (oral treprostinil) and an
extended release injectable form of treprostirathtfor the treatment of PAH. We are also develggin oral formulation of the prostacyclin
analogue beraprost, which we refer to as 314daanektended release injection we refer to as Tram&&raprost, both for the treatment of
PAH.

Revenues

Sales of Remodulin comprise the largesteshfiour revenues. In addition, sales of both Bgvand Adcirca continue to become
increasingly prominent sources of our revenuesesiheir commercial introduction in 2009. We selhielulin and Tyvaso in the United Sta
to our specialty pharmaceutical distributors: Adarélealth Group, Inc. (Accredo), CuraScript, If€uaScript) and CVS Caremark
(Caremark). To date, the April 2012 acquisitiorM#dco Health Solutions (the parent company of Adojdy Express Scripts, Inc. (the par
company of CuraScript) has not affected our businkesaddition to marketing in the United States,also sell Remodulin to distributors
internationally. Adcirca is sold to pharmaceutisdiolesalers that are part of Lilly's pharmaceutighblesaler network. We increase the price
of Tyvaso from time to time. Most recently, we ieased the price at which we sell Tyvaso to ourigfiggpharmaceutical distributors by
4.9 percent effective January 1, 2013. In additsimge receiving FDA approval of Adcirca, Lilly hgenerally increased the net wholesale |
of Adcirca twice per year. Most recently, Lilly orined us that the wholesale price of Adcirca wdddncreased by 9.5 percent effective
January 1, 2013. Under our agreement with Lill{lyLhas the right to determine the price at which sell Adcirca.

We require our specialty pharmaceuticdrithistors to maintain reasonable levels of inveptaserves at all times as the interruption of
Remodulin or Tyvaso therapy can be life threaten@ansequently, sales of these therapies in argngijuarter may not precisely reflect
patient demand. Our specialty pharmaceutical 8istoirs typically place monthly orders based omesstiés of future demand and
considerations of contractual minimum inventoryuiegments. As a result, sales volumes of Remoaulith Tyvaso can vary, depending on the
timing and magnitude of these orders.

The Patient Protection and Affordable Cacg as amended by the Health Care and EducatieorRdiation Act (collectively, the Acts),
contains broad provisions that will be implemerbedr the next several years. We continue to evalilt impact of the Acts on our business;
however, our evaluation is dependent upon the issuaf final regulations and the impact this legfisin will have on insurance companies an
their relationships with drug manufacturers.

In January 2011, certain provisions ofAltés that address the coverage gap in the MedRareD prescription drug program (commonly
known as the "donut hole") became effective. Urildese provisions, drug manufacturers are requaquidvide a 50 percent discount on
branded prescription drugs to patients receivimglarsement under Medicare Part D while they rermathis coverage gap. These provisions
of the Acts apply to Adcirca, which is our only cowarcial pharmaceutical product covered by Medi€ag D. Approximately 35 percent of
our Adcirca patients are covered under Medicaré [Parhe vast majority of our Remodulin and Tyvaédedicare patients are covered under
Medicare Part B, which does not contain a simitarezage gap.
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The Acts have not had a material impaabwnbusiness since their enactment, and we havgetadentified any provisions of the Acts
that could have a material impact on our busineskse future. However, the potential lotegm impact of the Acts on our business is inhéye
difficult to predict, as many details regarding thglementation of this legislation have not ye¢heletermined.

Total revenues are reported net of: (lijreged rebates; (2) prompt pay discounts; (3) aloges for sales returns; and (4) distributor fee:
We estimate our liability for rebates based onmaiysis of historical levels of rebates by prodiachoth state Medicaid agencies and
commercial third-party payers relative to salesadh product. In addition, we determine our obiagafor prescription drug discounts required
for Medicare Part D patients within the coveragp lgased on estimations of the number of MedicarePpatients and the period such
patients will remain within the coverage gap. Weviide prompt pay discounts to customers that payuarts due within a specific time period
and base our estimates for prompt pay discountearved historical customer payment behavior. @fevel estimates relating to the
allowance for returns of Adcirca from publishedustty data specific to specialty pharmaceuticatswaitl continue to do so until we have
sufficient historical data on which to base ouoatince. We also compare patient prescription aatAdcirca to sales of Adcirca on a
quarterly basis to ensure a reasonable relatiorstipeen prescription and sales trends. To datdyawe not identified any unusual patterns in
the volume of prescriptions relative to sales thatild warrant reconsideration of, or adjustmenttie, methodology we currently employ to
estimate our allowance for returns. The allowamceskchanges for Remodulin is based on the histbrite of product exchanges, which has
been immaterial. Tyvaso is distributed under singlantractual terms as Remodulin and the leveroflpct exchanges for Tyvaso has been
than that of Remodulin. As such, we do not recesgrves for exchanges for either Remodulin or TyvBarthermore, we anticipate minimal
exchange activity in the future for both produttsstly, we estimate distributor fees based on emtial rates for specific services applied to
the estimated units of service provided for thequer

Cost of Product Sales

Cost of product sales is comprised of @iSts to produce and acquire products sold to cuesni?) royalty payments under license
agreements granting us rights to sell related prtsgland (3) direct and indirect distribution cdstaurred in the sale of products. We acquired
the rights to sell our commercial products throlignse and assignment agreements with the origalopers of these products. These
agreements obligate us to pay royalties based pneaiuevenues from related products. While thalt®s vary by agreement, we pay
aggregate royalties on each of our current commlgpcoducts ranging from five percent to ten petedémet revenues.

We synthesize treprostinil using advanceerimediate compounds purchased in bulk from sett@rd-party vendors that have the
capacity to produce greater quantities of thesepoamds more cost effectively than we do. Our sysithprocess has been designed to give u:
the flexibility to produce the forms of treprostinsed in Remodulin, Tyvaso, and oral treprostatillets, based on forecasted demand for eac
of these products. We maintain inventories of Remincand Tyvaso equivalent to at least two yearexgfected demand to ensure sufficient
availability of these products at all times. We éaeduced our target inventory levels from thresrgédo two years in light of the approval of
additional production sites for Remodulin and Tyaacluding our own facilities which we expect Makcome our primary sources of supply,
as these developments have helped mitigate thefriskortages.

In 2009, we amended our contract with oem@dulin producer, Baxter Pharmaceutical Solutibh§; (Baxter), to extend the contract
term through 2013. During the fourth quarter of 204e notified Baxter that we will not renew ourri@nt contract when it expires at the end
of 2013. However, we expect to negotiate and entera new contract with Baxter before the expinatdf the current contract. As part of the
2009 amendment, we agreed that Baxter will forneuRe&modulin in
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greater quantities using larger capacity equipmBms new process and related equipment will regeDA and international regulatory
approval. Until FDA approval of the new process agdipment, Baxter will continue to formulate Remlid through 2013 using previously
approved processes and equipment. If the validatimhstability testing of the new process and eqaift are successful, we anticipate filing
for regulatory approval of the new equipment amatpss shortly after entering into a new contrath Baxter. In January 2011, we received
FDA approval of Jubilant Hollister-Stier ContractNufacturing and Services as an additional largacity producer of Remodulin. In
addition, in March and July of 2011, we receivedd&pproval to use our Silver Spring, Maryland fagifor the formulation of Tyvaso and
Remodulin, respectively. In June 2012, we receav&bod Manufacturing Practice certificate from th&. Medicines and Health Products
Regulatory Agency to produce Remodulin and Tyvasouir Silver Spring facility. Catalent Pharma Silns, Inc. (Catalent) also formulates
Tyvaso for us. We intend to use our own faciliteproduce our primary supply of Remodulin and T8ojaand we intend to contract with third
parties to supplement our production capacity.

We acquired all the assets used to manuathe Tyvaso Inhalation System from NEBU-TEC in&ional Med Products Eike
Kern GmbH (NEBU-TEC) in 2009. We currently manutaetthe Tyvaso Inhalation System in Germany usabgi supplied by NEBU-TEC.
In addition, we received FDA approval in Decemb@t@for Minnetronix, Inc. to manufacture the Tyvadsbalation System and for Quality
Tech Services, Inc. to package daily suppliesulp 2012, we received FDA approval for a modifieg/dso Inhalation System based on the
results of the completion of certain post marketingymitments relating to the inhalation device.ad®sult, we are currently manufacturing
modified inhalation device (TD-100), which we exptxrelease commercially during 2013. Consequeatyof December 31, 2012, we
increased our reserves for inventory obsolescen&89 million based on the estimated cost of iatiah device inventory we do not expect to
be salable as a result of the commercial relea3®eaf00.

Under the terms of our manufacturing amgpduagreement with Lilly, Lilly manufactures Adca and distributes the product on our
behalf via its pharmaceutical wholesaler netwankthie same manner that it distributes its own phasutical products. We take title to Adci
upon its manufacture by Lilly and bear any losséated to the distribution and sale of Adcirca.

Operating Expenses

Since our inception, we have devoted sultisiaresources to our various research and dexedapinitiatives. Accordingly, we incur
considerable costs related to our clinical triaid ather research and development efforts, whielcanducted both internally and through tt
parties on a variety of projects to develop phaeunécal products. From time-to-time, we also liceps acquire additional technologies and
compounds to be incorporated into our developmipeiipe.

Our operating expenses are often materiapacted by the recognition of shdrased compensation expense (benefit) associatbadwi
share tracking award plans (STAP) and stock ogrants containing a performance requirement. Cosgt@n expense associated with our
stock purchase plan has thus far been insignifiGhAP awards, which are classified as liabilitimsist be measured at fair value at the end o
each reporting period until the awards are no loogéstanding. Changes in the fair value of STARu@s are recorded as an adjustment to
share-based compensation expense (benefit). Tinealaie of equity-based awards is measured usimgtsrand assumptions under the Black-
Scholes-Merton model that can materially impactathmunt of compensation expense (benefit) for argperiod. Additionally, some or all of
the following factors, among others, can causetankial volatility in the amount of share-based pemsation expense (benefit) recognized in
connection with the STAP from period to period: ¢hanges in the price of our common stock; (2) gkearin the number of outstanding
awards; and (3) changes in both the number of dest@rds and the number of awards that have actowedd vesting. Stock options granted
to our Chief

66




Table of Contents

Executive Officer, in accordance with the crites@ forth in her employment contract, vest immedyatipon grant. We accrue for estimated
compensation expense associated with STAP awadistack option grants containing performance-basedlitions affecting vesting when
we determine that it is probable that performanieré will be met. Each of these factors may easignificant volatility in our operating
expenses from quarter-to-quarter.

Major Research and Development Projects

Our major research and development projeciss on the use of prostacyclin analogues aner dktierapies, as well as regenerative and
xenotransplantation technologies, to treat cardiopnary diseases, monoclonal antibodies to treatigty of cancers, and glycobiology
antiviral agents to treat infectious diseases.

Cardiopulmonary Disease Projects
Remodulin

A majority of the patients who die of PARIthe United States each year have not initiagatinent with an infused prostacyclin analo
which is a complex and burdensome form of mediwadapy. In 2009, we entered into an agreementMittronic, Inc. (Medtronic) to
develop its Synchromed® implantable pump to delRemodulin, which, if successful, could eliminatam of the patient burdens associated
with infused prostacyclins. Medtronic commencedirsiaal trial administering Remodulin using the $imomed in April 2011 to support FDA
approval for the use of Remodulin with an implafggiump. Patient enroliment in the clinical trighsvcompleted in late November 2012.
Based on current projections of patient days aadagitinuations, we expect that the clinical tridl ie completed in late 2013. In certain
countries in Europe, an implantable pump distridiig OMT GmbH & Co. KG is used to deliver intraveisdRemodulin to certain patients.

Tyvaso

The FDA approved Tyvaso for the treatmdrRAH in 2009, and we launched the product for caruial sale later that year. In
connection with the Tyvaso approval, we agreedgosi-marketing requirement (PMR) and certain poatketing commitments (PMCs).
PMRs and PMCs often obligate sponsors to condudies after FDA approval to gather additional infation about a product's safety,
efficacy, or optimal use. PMRs are required stydidgereas PMCs are voluntary commitments. In Seipéer2011, the FDA notified us that®
had fulfilled the requirements of the PMCs. In J20412, we received FDA approval for a modified Tswanhalation System (TD-100) based
on the results of the PMCs. As a result, we aresatlly manufacturing the TD-100, which we expectaiease commercially during 2013. We
are working to further improve the Tyvaso Inhalatieystem to make it easier for patients to useltithately approved by the FDA, an
improved Tyvaso Inhalation System could enhancepiatonvenience and potentially increase the nurabpatients using Tyvaso.

In accordance with our PMR, we enrolledgrds in a long-term observational study in theteahiStates that included 1,000 patient years
of follow-up in patients treated with Tyvaso, an@d0 patient years of follow-up in control patiergseiving other PAH treatments. This study
will allow us to continue assessing the safety pfaso. We are required to provide the FDA with almupdates on our PMR, and to submit
results of the study by December 15, 2014. Whiléoeleeve we are on schedule to complete the PMRiisydeadline, any failure or delay
could result in penalties, including fines or witheal of Tyvaso from the market, unless we are abemonstrate good cause for the failure
or delay.
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We are not seeking European Medicines AgéBMA) approval of Tyvaso for the treatment of PANe expect to make Tyvaso
available in certain European and Latin Americannddes in 2013 on an unmarketed, named-patiens fla®ugh country-specific
arrangements with our distributors, to the extdntsicians prescribe Tyvaso in those countries.

Oral Treprostinil

We are developing a novel salt form of tospinil for oral administration, treprostinil dashine tablets. In December 2011, we submitted
to the FDA an NDA for the approval of oral trepingtfor treatment of PAH. Our NDA included the s of three phase Il studies:

. Combination Therapy Studies (FREEDOMa@IFREEDOM-C?): Two separate 16-week studies of patients oncaer
background therapy using a PDE-5 inhibitor, sucReagatio, or an ETRA, such as Tracleer, or a coatlin of both. The
FREEDOM-C and FREEDOM-&trials were completed in 2008 and 2011 respectj\aiyg neither achieved statistical
significance for its primary endpoint of improver@nsix-minute walk distance at week 16 (p=0.07d a=0.089,
respectively).

. Monotherapy Study (FREEDOMV) : A 12-week study of PAH patients who were not ag approved background therapy. In
June 2011, we announced that the FREEDOM-M tridlita@rimary endpoint of improvement in six-minuwtelk distance at
week 12. Analysis of the FREEDOM-M results demaatsil that patients receiving oral treprostinil impad their six-minute
walk distance by a median of approximately 23 nsepr0.0125, Hodges-Lehmann estimate and non-p#iaraaalysis of
covariance in accordance with the trial's pre-djgetstatistical analysis plan) as compared togmési receiving placebo. The
median change from baseline at week 12 was 25 siigtepatients receiving oral treprostinil and -Bters for patients receiving
placebo.

We believe that patients in the FREEDOMA@ 8REEDOM-Cz trials needed longer-term treatment with oral tosfinil to provide a
statistically significant clinical trial outcome.sfsuch, we began enrolling patients in a new phasknical trial (FREEDOM-EV) in the third
quarter of 2012. FREEDOM-EV is a placebo-controbtutly of newly-diagnosed patients who have irétiadn approved background therapy
(either an ETRA or a PDE-5 inhibitor, but not boti)th one co-primary endpoint being the time tmickl worsening, generally defined as
(1) death; (2) an unplanned hospitalization duBA®1; (3) initiation of prostacyclin for the treatmteof PAH; (4) a decrease in six-minute walk
distance of at least 15 percent from baselineg@iilt to walk) as a result of the progression 8P or (5) unsatisfactory long-term clinical
response. The other co-primary endpoint is chamgé&iminute-walk distance at week 24. We planrimk up to 858 patients in order to
observe 349 clinical worsening events.

On October 23, 2012, the FDA issued a cetaplesponse letter in which it declined to appraweNDA. In January 2013, we filed a
resubmission of our NDA in response to the concaaized in the FDA's complete response letter.AIDA has acknowledged our
resubmission as complete and set a targeted resgates of March 31, 2013. Despite the FDA's complesponse letter and uncertainty as to
whether our resubmission will be approved, we rancaimmitted to further studying oral treprostimideseeking FDA approval before the end
of 2016. We currently expect to seek approval af treprostinil in Europe upon completion of theBEEDOM-EV study. In 2005, the EMA
announced that oral treprostinil had been designateorphan medicinal product for the treatmerRAH.

Self-Injectable Prostacyclin Analogues

In September 2012, we announced that weedign exclusive agreement with Ascendis PharmgAg€endis Pharma) to apply Ascendis
Pharma's proprietary TransCon technology platfarmour

68




Table of Contents

treprostinil molecule. We believe that the Trans@mhnology platform may enable a sustained relefaenovel, carrietinked product, whic
will significantly enhance the delivery of treprivgit by establishing a once-daily, self-injectabléernative for patients who currently
administer Remodulin through a continuous infugiamp for the treatment of PAH. We expect that #iei$-injectable form of treprostinil

could enable patients to avoid the infusion sit@ pasociated with subcutaneous Remodulin. Undgmatireement, we also intend to pursue
development of a TransCon technology-enabled swestaielease formulation of beraprost, which is lagoprostacyclin analogue, as discusse
below.

314d and TransCon Beraprost

In July 2011, we entered into an excludisense agreement with Toray Industries, Inc. (Jpta amend and replace our existing 2007
license agreement regarding the development ofaly@dministered, modified release formulatiortted prostacyclin analogue beraprost
(beraprost-MR), for the treatment of PAH. Termshaf July 2011 license agreement did not materabnge from the previous license
agreement and license agreement supplements, dgcepteduction in royalty rates. In exchangetfa reduction in royalty rates, we agree
pay Toray $50.0 million in equal, non-refundablgmpants over a five-year period ending in 2015.

In November 2011, we announced that a phasal of beraprost-MR did not provide data sopiing the initiation of a phase Il study
using a twice-daily dosing regimen. The resultthif study suggested that the efficacy of beraprast be improved by providing more stable
and consistent plasma concentrations of beraprbstefore, we commenced studies of a reformulatied)e-isomer version of the drug
(314d), with a dosing regimen of four times per.d&e completed a phase | safety trial in July 2@t®] the preliminary data suggested that
dosing 314d four times a day was safe. We belieat314d and treprostinil bind selectively to diffiet sets of prostacyclin receptors within
lung and thus could provide certain groups of pasi@ differing set of safety and efficacy profil€srrently, we are developing a phase Il
study to evaluate the clinical benefit of 314d asdd-on therapy to Tyvaso.

During the third quarter of 2012, we ini¢id efforts to develop an extended-release injreatie refer to as TransCon Beraprost, which
incorporates the TransCon technology describedehbaod is intended to be self-administered by PAtiepts once dalily.

Cell-Based Therapy

In June 2011, we entered into a licenseagent with Pluristem Ltd. (Pluristem) to developl @ommercialize a celased product for tl
treatment of PAH using Pluristem's proprietary tethnology known as PLacental eXpanded (PLX) célls are currently conducting
preclinical toxicology and pharmacology studiestpport a potential investigational new drug agion for the treatment of PAH, and exg
to commence a phase | clinical study in Australithie first half of 2013.

Engineered Lungs and Lung Tissue for Transplantatio

PAH has not been reported to reoccur insgtage patients who have received a full lung wkamt. Only a few hundred PAH patients
receive a lung transplantation each year due tshibetage of available lungs for transplant anddégm@and for transplantable lungs by patients
with end-stage pulmonary disease, such as chrdsicuctive pulmonary disease and idiopathic pulmpfiarosis. In July 2011, we acquired
all of the outstanding stock of Revivicor, Inc. {iRécor), a company focused on developing geneititdchnology platforms to provide
alternative tissue sources for treatment of huneggederative disease through tissue and organ sasplantation. We acquired Revivicor to
pursue early-stage development of replacement lforgsansplantation. For further
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details concerning the Revivicor acquisition, sex¢eNL6—Acquisitionsto the consolidated financial statements containedis Annual Repo!
on Form 10-K for the year ended December 31, 2012.

We are also engaged in preclinical develapinof several regenerative medicine technologiesreating transplantable lung tissue and
whole lungs for patients with end-stage lung diseas

Collagen Type V

In February 2010, Lung LLC entered intoevBlopment Agreement with ImmuneWorks, Inc. (Immiioeks) to develop IW001, a
purified bovine (derived from cows) Type V Collagaral solution for the treatment of idiopathic palnary fibrosis, a progressive lung dise
characterized by abnormal and excessive deposififibrotic tissue in the lung, and primary graftsflunction, a type of organ rejection in
patients receiving lung transplant. We terminateddevelopment agreement effective November 2@lipwfing a review of the results of a
phase I clinical trial of IW0O01.

From inception to December 31, 2012, weetepent $874.5 million on all of our current anthfer cardiopulmonary disease programs.
Cancer-Related Projects
Ch14.18 Antibody

In July 2010, we entered into a Cooperaesearch and Development Agreement (CRADA) wi¢hNlational Cancer Institute (NCI) of
the United States National Institutes for Healtleatiaborate on the late-stage development andatayy approval process for Chimeric
Monoclonal Antibody 14.18 (Ch14.18) for childrentivhigh-risk neuroblastoma and patients with ofbems of cancer. Ch14.18 is an
antibody that has shown potential in the treatnoéeertain types of cancer by targeting GD2, a gliypid on the surface of tumor cells. Under
the terms of the CRADA, NCI has completed a seqamake Il clinical trial in 105 patients to defimore clearly the safety and toxicity prof
of Ch14.18 immunotherapy in children, and we aneetigping the commercial production capability foe tantibody. As part of developing our
commercial production capability, we will need ntbnstrate comparability of our Ch14.18 to the @iduced Ch14.18, which typically
includes a series of analytical and bioanalytisalbgs and human pharmacokinetics. The human phakmatics study is currently open for
enrollment in the United States. The NCI studiesluding a previously conducted phase 1l clinical and all other necessary studies
supported by NCI, will be used as the basis foiokobics license application we expect to file sagk-DA approval of Ch14.18
immunotherapy for the treatment of neuroblastonthamarketing authorization application we expedtlé with the EMA for approval in
Europe. We have received orphan drug designatio€d4.18 from the FDA and the EMA.

8H9 Antibody

Pursuant to a 2007 agreement with Mem@&liaan-Kettering Cancer Center, we obtained celi@@mse rights to an investigational
monoclonal antibody, 8H9, for the treatment of mttc brain cancer. 8H9 is a mouse IgG1 MAb thdtighly reactive with a range of human
solid tumors, including human brain cancers. Th8 8Htibody is in early investigational developmiemtmetastases that develop in the brain
from the spread of cancers from other tissuesarbtidy. Metastatic brain cancers are ten times rwmmamon than cancers that originate in the
brain, and prognosis for patients with metastat&rbcancers is very poor. In the United Stategenioan 100,000 cases of metastatic brain
cancer are diagnosed each year.

We have spent $87.2 million from incepttorDecember 31, 2012, on all of our current anchfarcancer programs.
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Infectious Disease Projects

Pursuant to our research agreement wittutheersity of Oxford (Oxford), we have the exchusiright 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 pnédi studies and Oxford continues to synthesize agents that we may elect to test.

In September 2011, we were awarded a dostfiped fee contract with an aggregate valuepfai$45.0 million under a Broad Agency
Announcement from the National Institute of Allergiyd Infectious Diseases (NIAID) of the United StalNational Institutes for Health for
studies directed at the development of a broadtspeantiviral drug based on our glycobiology ainéi/platform. Under the contract's base
period of forty-two months, we will receive $10.6llian in funding. In addition, there are eight estone-based options to expand the project
and funding under the contract. In August 2012y@eived a contract modification exercising twdlaf above-mentioned milestone-based
options, increasing total contract funding by $illion. We recognize revenue under this contradhe extent of costs incurred, plus a
proportionate amount of fee earned.

We have spent $64.0 million from incepttorDecember 31, 2012, on all of our current anchfarinfectious disease programs.
Future Prospects

Our future prospects are dependent on aicigjesome or all of the following objectives: (1)the near term, continued revenue growth of
our current commercial products by increasing oarkat share and launching enhancements desigriegbtove patient care, such as
implantable pumps for Remodulin, a once-daily sglctable form of Remodulin and continued enharersito the Tyvaso Inhalation
System; (2) in the medium term, augmenting our+tean product growth through: (a) the approval Eohch of oral prostacyclin analogues
for use in combination with Adcirca and other dtadrapies at earlier stages of PAH, and (b) comiaderinch and sales of one or more of ou
antiviral drug candidates to the government andgpei sectors; and (3) in the long term, supplemgrdur oral, inhaled and infused PAH
therapy revenues by introducing transplantablesctfisues and organs that might provide successatiment for PAH and other patients
facing end-stage lung disease.

Our ability to achieve these objectives austain our growth and profitability will depend many factors including among others: (1) the
timing and outcome of clinical trials and regulgtapprovals for products we develop; (2) the timifighe commercial launch of new produ
(3) the pricing of and demand for our products seices; (4) the reimbursement of our productpudylic and private insurance
organizations; (5) the competition we face withim sndustry; (6) our ability to effectively managar growth in an increasingly complex
regulatory environment; and (7) our ability to defeagainst generic competition, including the ongaihallenge to our Remodulin patents by
a generic drug company.

As we develop our products in the future,may need to construct additional facilities tppart the development and commercialization
of these products. For example, the developmetraogplantable lungs and lung tissues through eoottansplantation and regenerative
medicine programs will require the design and aoiesibn of sophisticated facilities that will needcomply with the regulatory requirements
related to these programs. In addition, if we aecessful with the development of any or all of otirer developmental products, we may nee
to build additional facilities to support our explamy operations. In 2013, we will commence congtomcof certain facilities to in connection
with our xenotransplantation and regenerative nieeliprograms. The extent to which we develop saciiifies will depend on the progress of
our pre-clinical development in these programs.
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We operate in a highly competitive marketvhich a small number of pharmaceutical compariggrol a majority of the PAH business.
These pharmaceutical companies not only possess visibility in the market, but also possess grefibancial, technical and marketing
resources than we do. In addition, there are a eumihinvestigational products in late-stage depelent that, if approved, may erode the
market share of our existing commercial therapresraake market acceptance more difficult to achfevany therapies we may market in the
future.

Financial Position

Cash and cash equivalents and current anecarrent marketable investments (excluding reetti amounts) at December 31, 2012 were
$784.9 million, compared to approximately $747.4lion as of December 31, 2011. The increase of@8&illion resulted from the increase in
revenues for the year ended December 31, 2012&taffpart by the following significant expenditarguring 2012: (1) $188.0 million in
repurchases of our common stock; (2) $102.3 millioestimated tax payments for 2012; and (3) $w&lbon in expenditures for the
completion of our construction projects in Marylaamtti North Carolina.

Accounts receivable at December 31, 2082 $116.6 million, compared to $88.7 million at Baber 31, 2011. The $27.9 million
increase materially reflected the approximatelypEcent increase in sales during the quarter ebéeegmber 31, 2012, compared to the
quarter ended December 31, 2011.

The $8.7 million decrease in inventory fré46.0 million at December 31, 2011 to $37.3 millat December 31, 2012, reflects an $8.9
million increase in our reserves for obsolescerggresenting the cost of Tyvaso Inhalation Systewmcgs expected to be rendered obsolete
based on the pending commercial release of ourawsgk inhalation device, the TD-100. Refer to thie-section above Overview—Cost of
Goods Soldfor further details.

The increase in property, plant and equipnog $87.6 million, from $366.0 million at Decentt&l, 2011 to $453.7 million at
December 31, 2012, was driven by the completioreatfain construction projects, which amounted t6.$Million, and the acquisition of
property adjacent to our facilities in North Canaliat a cost of $16.9 million.

The decrease in deferred tax assets oP$8dlion from $198.9 million at December 31, 20t01$164.7 million at December 31, 2012
reflects the utilization of business tax creditefd® to Note 11—+ncome Taxe® the consolidated financial statements includhettis Annual
Report on Form 10-K for details of our net defertaxi assets.

Accounts payable at December 31, 2012 Wwa2%million, compared to $47.3 million at DecemBgér 2011. The decrease in accounts
payable of $37.1 million was attributable to cusémynitiming variances of vendor invoices. In additiat December 31, 2011, $14.5 million of
construction-related invoices were pending paynasrtompared to $205,000 at December 31, 2012.
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The $15.8 million increase in accrued exsgsrfrom $57.2 million at December 31, 2011 to @T8illion at December 31, 2012 reflects:
(1) a $8.1 million increase in payroll-related a@ds particularly relating to incentive compensatiand (2) a $4.3 million increase in accruals
for fourth quarter royalties and rebates.

Other current liabilities at December 3212 were $93.6 million, compared to $108.1 millarDecember 31, 2011. The decrease in «
current liabilities of $14.5 million resulted frothe following: (1) a $7.7 million decrease in coostion-related accruals, as we completed
certain construction projects during 2012; (2) &%illion decrease in the STAP liability; and €%$2.8 million decrease in taxes payable.

Convertible notes increased by $10.5 mmillivom $194.2 million at December 31, 2011 to $Z04illion at December 31, 2012. The
increase in convertible notes reflects amortizatibthe debt discount. Refer to Note 83ebtto the consolidated financial statements includec
in this Annual Report on Form 10-K for details.

Additional paid-in capital increased by $2illion from $992.7 million at December 31, 20tb1$1,015.8 million at December 31, 2012.
The increase was comprised of the following elestig{if) $19.9 million in proceeds and related tamdfits received from stock-option
exercises; and (2) $3.3 million in share-based @msation, of which, $3.0 million related to our &fExecutive Officer's annual year-end
stock option award, based on the terms of her gymp@at agreement.

Treasury stock was $471.0 million at Decen®i, 2012, compared to $283.0 million at Decen¥ie2011. The increase of $188.0
million resulted from our repurchase of approxinhate0 million shares of our common stock at anraggte cost $188.0 million or an average
cost per share of $46.77. Refer to Note 18teckholders' Equity—Share Repurchasethe consolidated financial statements containeldis
Annual Report on Form 10-K for further details.

Results of Operations
Years ended December 31, 2012 and 2011

The following table presents the componeftset revenues (dollars in thousands):

Year Ended
December 31, Percentage
2012 2011 Change
Cardiopulmonary product
Remodulin $ 457,96¢ $ 430,13: 6.5%
Tyvaso 325,61« 240,38: 35.5%
Adcirca 122,54( 70,58( 73.€%
Other 9,95¢ 2,08¢ 376.9%
Total revenue $ 916,07¢ $ 743,18: 23.2%

The growth in revenues for the year endeddinber 31, 2012, compared to the year ended Dece3hb2011, corresponded to the
continued increase in the number of patients bpregcribed our products.

For the years ended December 31, 2012 @hd, 2pproximately 78 percent and 81percent, réispdg of net revenues were derived fr
our three U.S.-based distributors. Other revenuelsdes the recognition of approximately $6.9 millof revenue from our contract with
NIAID and the recognition of approximately $2.0 loih of deferred revenue upon the termination dfied-party license agreement to which
our subsidiary, Revivicor, Inc. was a party, ang tbsulting termination of
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our obligation to perform future services. See Nidie- Acquisitions— Revivicor, Incto the consolidated financial statements containdhis
Annual Report on Form 10-K for further information.

The table below includes a reconciliatiéithe accounts associated with estimated rebates)gi-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. $ 13,99: $ 1,67¢ $ 1,40z $ 73z $ 17,80¢
Provisions attributed to sales

Current perioc 53,67« 18,68: 1,71 6,08¢ 80,16:

Prior periods (949 6 381 31 (537)
Payments or credits attributed

sales in:

Current perioc (39,559 (16,567 — (4,809 (60,939

Prior periods (11,957 (1,68%) (150 (763 (14,550

Balance, December 31, 20 $ 15200 $ 2,115 $ 3,35C $ 1,281 $ 21,95!

Year Ended December 31, 201

Prompt Pay Allowance for Distributor
Rebates Discounts Sales Returns Fees Total

Balance, January 1, 20. $ 10,50: $ 1,467 $ 48z % 724 $ 13,17¢
Provisions attributed to sales

Current perioc 41,23 15,76¢ 922 4,67 62,59’

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

sales in:

Current perioc (27,739 (14,089 — (4,009 (45,829

Prior periods (22,860) (1,46€) 3 (662)  (14,99)

Balance, December 31, 20 $ 13,99 $ 1,67¢ $ 1,402 $ 73z $ 17,80¢

Cost of Product Sales

The cost of products sales as a percemtgeduct revenues increased to 13.0 percenhfoyéar ended December 31, 2012 compar
12.2 percent for the year ended December 31, Z0dring the fourth quarter of 2012, we increasedresgerves for inventory obsolescence by
$8.9 million, which represents the cost of the latian devices incorporated into our Tyvaso InhialaSystem expected to be rendered
obsolete based on the pending commercial releaserofmproved inhalation device, the TD-100.

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

Year Ended
December 31, Percentage
2012 2011 Change
Project and nor-project:
Cardiopulmonan $ 122,35( $ 150,50: (18.9%
Shar-based compensation expense (ben 11,23 (7,999 240.%
Other 39,80( 37,50¢ 6.1%
Total research and development expe $ 174,38° $ 180,01! (3.7%
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Cardiopulmonary. The decrease in cardiopulmonary program expeois$28.2 million for the year ended December2811,2,
compared to the year ended December 31, 2011 spamded to a $55.7 million decrease in expensatnglto the development of beraprost,
as during the year ended December 31, 2011 we mezamha $46.3 million charge relating to our JUlL 2 amended license agreement with
Toray. This decrease was partially offset by tleeanses of: (1) $16.9 million in expenses relatngork on our self-injectable prostacyclin
analogues program; (2) $5.4 million in expenses@ated with our development of an implantable pdorgRemodulin; and (3) $4.1 million
relating to our work to develop engineered lungs lang tissue for transplantation.

Share-based compensationThe increase in shabased compensation of $19.2 million for the yeateehDecember 31, 2012, compa
to the year ended December 31, 2011, resulted themapproximately 13 percent appreciation in thegpof our common stock during the year
ended December 31, 2012, compared to the approadyri@h percent decline in our stock price during ykear ended December 31, 2011.

The table below summarizes selling, genendl administrative expense by major categoriekafdan thousands):

Year Ended December 31 Percentage

2012 2011 Change
Category:
General and administratiy $ 116,89¢ $ 97,78 19.5%
Sales and marketir 67,22( 66,40¢ 1.2%
Shar-based compensation expense (ben 17,621 (7,709 328. 1%
Total selling, general and administrative expe $ 201,74t $ 156,48. 28.%

General and administrative. The increase in general and administrative es@® of $19.1 million for the year ended Decemiie£812,
compared to the year ended December 31, 2011, rivaendy the following: (1) the recognition of a.86nillion impairment loss relating to a
contract-based intangible asset as described ia N&tAcquisitions—Revivicor, Into the consolidated financial statements containelis
Annual Report on Form 10-K; (2) a $6.3 million iaase, principally in grants to non-affiliated, fot-profit organizations that provide
financial assistance to patients with PAH; andaf3)ncrease of $5.4 million in depreciation expessa result of the expansion of our
corporate headquarters in Maryland and our faedith North Carolina in 2012.

Share-based compensationThe increase in shab&sed compensation of $25.3 million for the yeateghDecember 31, 2012, compa

to the year ended December 31, 2011, correspondbe approximately 13 percent appreciation inptiee of our common stock during the
year ended December 31, 2012, compared to thexdpmately 25 percent decline in our stock price dgrihe year ended December 31, 2(

Other (expense) Income—Other, net

Other, net was $31.9 million for the yeaded December 31, 2012, compared to other, ng6@03000) for the year ended December 31
2011. The $32.5 million increase was driven byr#mgnition of an approximately $31.0 million géiom insurance proceeds. Refer to
Note 2(— Litigation—Lexington Insurance Compatnythe consolidated financial statements containegdis Annual Report on Form 10-K.
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Income Tax Expense

The provision for income taxes was $136ilHian for the year ended December 31, 2012 congb&we$81.9 million for the year ended
December 31, 2011. The increase of $54.3 milliothénprovision for income taxes corresponded tdrtbeease in pre-tax earnings. For the
years ended December 31, 2012 and December 31, @ldffective tax rates were approximately 3getr and 27 percent, respectively.
each of these two years in the period ended Dece®&ih@012, the reduction in the effective tax sdielow the expected applicable statutory
rates was driven in large part by our domestic rfasturing deduction and our generation of geneualri®ss tax credits. For complete details
refer to Note 11—ncome Taxesontained in this Annual Report on 10-K.

Years ended December 31, 2011 and 2010

The following table presents the componeitset revenues (dollars in thousands):

Year Ended December 31 Percentage
2011 2010 Change

Cardiopulmonary product

Remodulin $ 430,13. $ 403,59¢ 6.€%
Tyvaso 240,38: 151,79 58.4%
Adcirca 70,58( 36,30° 94.4%
Other 2,08¢ 1,197 74.5%
Total revenue $ 743,18. $ 592,89¢ 25.%

The growth in revenues for the year endedeinber 31, 2011, compared to the year ended Decedtp2010, corresponded to the
continued increase in the number of patients bpregcribed our products. For the years ended Dese&dh 2011 and 2010, approximately
81 percent and 84 percent, respectively, of netmags were derived from our three U.S.-based lligots.

The table below includes a reconciliatiéithe accounts associated with estimated rebates)pi-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 $ 48z % 724 $ 13,17¢
Provisions attributed to sales

Current perioc 41,23: 15,76¢ 92% 4,671 62,597

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

sales in:

Current perioc (27,739 (14,08¢) — (4,009 (45,829

Prior periods (22,860) (1,46€) ©) (662) (14,99)

Balance, December 31, 20 $ 13,99 $ 1,67¢ $ 1,402 $ 73z $ 17,80¢
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Year Ended December 31, 201

Prompt Pay Allowance for Distributor
Rebates Discounts Sales Returns Fees Total

Balance, January 1, 20. $ 4,95¢ $ 97¢ $ 64 $ 637 $ 6,63¢
Provisions attributed to sales

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

Prior periods 23z — — — 232
Payments or credits attributed

sales in;

Current perioc (18,257 (11,147 — (3,429 (32,829

Prior periods (3,469 (92¢) — (641) (5,037)
Balance, December 31, 20 $ 10,50 $ 1,467 $ 48z $ 724 $ 13,17¢
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The table below summarizes research andldement expense by major project and non-progctponents (dollars in thousands):

Year Ended
December 31, Percentage
2011 2010 Change
Project and nor-project:
Cardiopulmonan $ 150,50 $ 86,16: 74.1%
Sharebased compensation (benefit) expe (7,999 45,87¢ (117.9%
Other 37,50¢ 33,26 12.7%
Total research and development expe $ 180,01! $ 165,30t 8.2%

Cardiopulmonary. The increase in cardiopulmonary program expens&64.3 million for the year ended December2iL,1, compare
to the year ended December 31, 2010, correspondé¢t)tan increase of $46.1 million in expensedéaweelop beraprost, which resulted in la
part from our July 2011 license agreement amendmintToray; (2) an increase of $18.3 million innc@ction with other cardiopulmonary
projects, including a $5.0 million charge incurirctonnection with the closing of our license agneat with Pluristem; and (3) an increase of
$4.2 million in expenses related to our FREEDOMd#hd 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 therdecline in our stock price of approximatelyp@scent during the year ended

December 31, 2011 compared to an approximatelyefept appreciation in the price of our stock pdueing the year ended December 31,
2010.

Other. The increase in other research and developexgrenses of $4.2 million for the year ended Decer@be2011, compared to the
year ended December 31, 2010, was due to an ircoé&5.8 million in expenses related to our moaonoal antibody developmer

The table below summarizes selling, genemdl administrative expense by major category édoin thousands):

Year Ended
December 31, Percentage
2011 2010 Change
Category:
General and administratiy $ 97,788 $ 75,29: 29.%%
Sales and marketir 66,40¢ 46,12 44.(%
Shar+-based compensation (benefit) expe (7,709 67,19: (111.9%
Total selling, general and administrative expe $ 156,48: $ 188,60t 17.0%

General and administrative. The increase in general and administrative es@® of $22.5 million for the year ended Decemiie£811,
compared to the year ended December 31, 2010, riveen dy the following: (1) a $4.5 million increasesalaries as a result of headcount
growth and annual salary raises; (2) a $10.6 millirease in professional fees and other expertaed to our business development
activities; (3) a $3.4 million increase in expenassociated with our obligations under contingeyopits to NEBUFEC; and (4) a $2.7 millio
increase in general operating expenses, which sporeled to our expansion.

Sales and marketing. The increase in sales and marketing expens&2®8 million for the year ended December 31, 2@binpared to
the year ended December 31, 2010, was attributable

78




Table of Contents

increases of $9.8 million in salaries due to theagmsion of our sales force and annual salary raéses$8.4 million in professional fees and
expenses incurred in connection with our markegind advertising programs.

Share-based compensationThe decrease in sharased compensation of $74.9 million for the yeateeinDecember 31, 2011, compe
to the year ended December 31, 2010, correspondederduction in share-based compensation recatjmzmnnection with the STAP as a
result of the decline in our stock price of appmoately 25 percent during the year ended Decemhe2(Bl1l compared to an approximately
20 percent appreciation in the price of our stat&epduring the year ended December 31, 2010.

Income Tax Expense.The provision for income taxes was $81.9 millfor the year ended December 31, 2011 compared to
$43.9 million for the year ended December 31, 20h@ increase in the provision for income taxesesponded to the increase in pre-tax
earnings. For the years ended December 31, 2012 the effective tax rates were approximat@p@rcent and 28 percent, respectively.
For each of these two years, the reduction in tieetive tax rates below the applicable statutatgs resulted in large part from the generatior
of business tax credits relating to our researchdavelopment.

Liquidity and Capital Resources

We have funded our operations principdilptigh sales of our commercial products and, fiiame-to-time, third-party financing
arrangements. We believe that our current liquidityufficient to fund ongoing operations as demfamaur commercial products is expected
to continue expanding. Furthermore, our customse lbamains stable and, we believe, presents mirmiredit risk. However, any projections
future cash flows are inherently subject to undetyaTo compensate for such uncertainty, we mak sther sources of funding in the future
and believe we have the ability to do so. Bem 1A—Risk Factors—We have had periods in whecmaurred losses and may not maintain
profitability andltem 1A—Risk Factors—We may fail to meet our owjepted revenues, as well as third-party projectiéor our revenues or
profits .

Cash Flows and Working Capital
2012 Compared to 2011
Operating

Net cash provided by operating activitiesv323.6 million for the year ended December 8122compared to net cash provided of
$250.2 million for the year ended December 31, 20he $73.4 million increase in net operating démlvs was driven by an increase of
$84.5 million in net income, which resulted maifilgm an increase in revenues for 2012 and a $48l®mincrease in share-based
compensation due to the appreciation in our steideat December 31, 2012 compared to Decembe2@1l,. The preceding increases were
partially offset by a decrease of $53.9 milliorthe change in accounts payable, which was attiiieit® customary timing variances in the
receipt and payment of vendor invoices. In addjtetrDecember 31, 2011, $14.5 million of constuetielated invoices were pending payn
as compared to $205,000 at December 31, 2012.

Investing

Net cash used in investing activities wa834 million for the year ended December 31, 2@bHpared to $121.3 million for the year
ended December 31, 2011. The $42.0 million incrégaset cash used in investing activities reflec®75.9 million increase in expenditures
associated with: (1) the completion of our Marylamdi North Carolina construction projects in 20a2d (2) the acquisition
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of land and property in North Carolina for planrfetiire expansion, partially offset by a $30.4 roitlincrease in cash received from the
maturities of investments net of purchases.

Financing

Net cash used in financing activities wa6%1 million for the year ended December 31, 2€di2pared to $218.1 million for the year
ended December 31, 2011. During the year endednile®e31, 2011, we used $250.0 million to pay off siggregate principal value of our
0.50 percent Convertible Senior Notes due OctobeP@11 (2011 Convertible Notes) upon their magutite; in addition, during October
2011, we received $250.0 million in proceeds up@nissuance at par value, of our 1.0 percent CtibleeSenior Notes due September 15,
2016 (2016 Convertible Notes). In connection with issuance of our 2016 Convertible Notes, we neclissuance costs of $7.5 million and
used $33.3 million to fund the net cost of a cotilr note hedge and warrants. There were no caabpatransactions during 2012. In
addition, expenditures for share repurchases dsetday $24.0 million during the year ended Decer8tie2012 compared to the year ended
December 31, 2011 and proceeds received from #eise of stock options and related tax benefitegnized decreased by $15.9 million.

2011 Compared to 2010
Operating

Net cash provided by operating activities250.2 million for the year ended December 8112compared to $211.5 million for the
year ended December 31, 2010. The increase inpeeating cash flows of $38.7 million was drivenibgreases of $112.0 million in n
income and $37.0 million in non-cash license feeEdray. These increases were offset in part b{29 % million reduction in share-based
compensation.

Investing

Net cash used in investing activities wh21%3 million for the year ended December 31, 2@binpared to $209.2 million for the year
ended December 31, 2010. The decrease of $87i@miill cash used in investing activities corresgzhtb: (1) a $122.7 million decrease in
cash used for purchases of investments, net ofritiasuand sales of trading investments, providedling for the $250.0 million payment
associated with the maturity of our 2011 Conveetiibtes; and (2) a $17.3 million increase in exgenes related to our construction projects.

Financing

Net cash used in financing activities fug tyear ended December 31, 2011 was $218.1 mittmmpared to $146.8 million of net cash
provided by financing activities for the year end®tember 31, 2010. The $364.8 million decreasagh flows from financing activities
resulted from the following: (1) $251.0 million principal repayments of debt, of which $250.0 roillirelated to the maturity of our 2011
Convertible Notes; and (2) a $73.5 million redustio proceeds from stock option exercises andedltax benefits recognized which reflects
the decline in the price of our common stock pdoeing the year ended December 31, 2011. Lastlyyseel $242.5 million in net proceeds
received from the October 2011 issuance of our ZDdivertible Notes to fund: (1) the net cost obawertible note hedge and warrants; and
(2) the cost of an accelerated share repurchasemgnt. For further details relating to these tatisns refer to Note 8-Bebt— Convertible
Notes Due 201and Note 10—Stockholders' Equity—Share Repurchases
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Working Capital

At December 31, 2012, we had working capt&$491.7 million, compared to $349.9 million@écember 31, 2011. The increase in
working capital at December 31, 2012 of $141.8iomlresulted from (1) an increase of $75.7 milliorcash and cash equivalents and short-
term marketable investments as a result of theeas® in sales and related collections of accoentsvable and a $30.4 million reduction in
investments in long-term securities; and (2) andase of $27.9 million in accounts receivable gpomding to a 25 percent increase in
revenues when comparing sales for the quarter eRdedmber 31, 2012 to the same quarter in 2011.

We have not entered into any short-terrmdwing arrangements to fund our working capitaluiegments and have no current plans to dc
so. Debt that has been classified as current selatthe portion of long-term financing arrangemehat will be due within one year.
Furthermore, we do not maintain significant ovessessh balances, as the core of our operationsudradantially all cash balances are held
domestically. As such, we foresee no need and haysans to repatriate any cash held overseaspatehd will retain such cash for use by
international subsidiaries to fund their operations

In addition, at December 31, 2012, we hapt@ximately $305.3 million of long-term (meaniretsecurity will mature more than one
year from December 31, 2012) marketable secutitigiscould be liquidated if necessary to fund querations

Construction Projects

In June 2012, we completed the expansianuofacility in Research Triangle Park, North Gar@ (RTP Facility) to provide additional
warehousing, packaging and office space at an appate total cost of $76.0 million, which consistcconstruction costs and other related
expenditures.

In March 2012, we completed the constructiban office building to serve as an extensionwfSilver Spring facilities at an
approximate total cost of $66.0 million, which iaded construction costs and other costs necessatgde the building into operation.

During the year ended December 31, 201%peat approximately $75.5 million related to thesestruction projects.

In June 2012, we acquired 132 acres ofgntgontaining approximately 703,000 square fébudding space in Research Triangle Pi
North Carolina for future growth and development @kpect to begin preparing part of the propentydfvelopment during the first half
2013, to house research, development and produetadities relating to our regenerative medicimel &ngineered lung and lung tissue
programs, as well as office space.

Share Tracking Award Plans

Awards granted under our STAP entitle pgpéints to receive in cash the appreciation inoommmon stock, which is calculated as the
increase in the closing price of our common stoetkvieen the date of grant and the date of exeispending on the future price movements
of our common stock, cash requirements associaithdive exercise of awards could be significant. Migew the potential future cash
requirements of the STAP program annually. Basedusireview, we can modify our operating budgets,rhetrics used in determining the
number of awards to be granted, or both. Duringyfee ended December 31, 2012, we increased thberushavailable STAP awards by
3.8 million, primarily to accommodate anticipatedmts under our long-term incentive bonus and corsgtion plan and a company-wide, one
time incentive grant of 1.9 million awards in Jarp2013. In addition, we announced on Februaryd4,32hat our Board of Directors appro\

a
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1.4 million increase in the number of STAP awamladcommodate anticipated future grants of STAPr@svander our long-term incentive
bonus and compensation programs during 2013.

Convertible Notes

In October 2011, we issued $250.0 millioraggregate principal value of our 2016 Convertitdidées. The 2016 Convertible Notes are
unsecured, unsubordinated debt obligations that egnally with all of our other unsecured and ursdimated indebtedness. We pay interest
semi-annually on March 15th and September 15tlacii eear. The initial conversion price is $47.68gf&re and the number of underlying
shares used to determine the aggregate considergian conversion is approximately 5.2 million gsar

Conversion can occur: (1) any time aftereJti5, 2016; (2) during any calendar quarter thiéawws a calendar quarter in which the price
our common stock exceeds 130 percent of the coiovepsice for at least 20 days during the 30 cousee trading-day period ending on the
last trading day of the quarter; (3) during thedensecutive trading-day period following any foa@nsecutive trading-day period in which the
trading price of the 2016 Convertible Notes is I 95 percent of the closing price of our comrstmtk multiplied by the then current
number of shares underlying the 2016 Convertibleebtq4) upon specified distributions to our shateérs; (5) in connection with certain
corporate transactions; or (6) in the event thatcommmon stock ceases to be listed on the NASDAGp&ISelect Market, the NASDAQ
Global Market, or the New York Stock Exchange, iy af their respective successors.

Upon conversion, holders of our 2016 Cotibler Notes are entitled to receive: (1) cash etu#he lesser of the principal amount of the
notes or the conversion value (the number of sharderlying the 2016 Convertible Notes multipligdtbhe then-current conversion price per
share); and (2) to the extent the conversion vakeeeds the principal amount of the notes, shdresr&common stock. In the event of a
change in control, as defined in the indenture umdech the 2016 Convertible Notes have been isshielders can require us to purchase &
a portion of their 2016 Convertible Notes for 1@qent of the principal amount plus any accruedwuangid interest.

Mortgage Financing

In December 2010, we entered into a Creditement with Wells Fargo Bank, National Assocdiat{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 orFOP Facility and our Silver Spring facility. Anrdyaincipal payments will be based on a
twenty-five year amortization schedule using adixate of interest of 7.0 percent; accordingly,wit owe the remaining principal balance of
approximately $66.6 million at maturity in Decemi2€x14. Outstanding debt will bear a floating ratéterest per annum based on the one
month London Interbank Offer Rate (LIBOR), plusradit spread of 3.75 percent, or approximatelypeftent as of December 31, 2012.
Alternatively, we have the option to change the dftinterest charged on the loan to 2.75 perciestthe greater of: (1) Wells Fargo's prime
rate, or (2) the federal funds effective rate @5 percent, or (3) LIBOR plus 1.0 percent. Aftene 30, 2012, we are permitted to prepay the
loan balance without being subject to a prepayrmpesrhium or penalty.

The Credit Agreement subjects us to thiefahg financial covenants: (1) a maximum consdkdileverage ratio of 2.5:1.00, calculated
as the ratio of our consolidated indebtedness tm%Glidated EBITDA", which is defined as consol@thhet income, adjusted for the follow
as applicable: (i) interest expense; (ii) incomesa (iii) non-cash license fees; (iv) depreciation amortization; (v) impairment charges; and
(vi) share-based compensation (stock option ancedhacking award expense), to be measured ag ddsh day of each fiscal quarter on a
rolling four
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quarter basis; and (2) minimum liquidity of no Iéisan $150.0 million. Under the Credit Agreemeniimum liquidity is defined as the sum
our cash and cash equivalents, plus the fair val@weir marketable investments as of the last dayfafcal quarter less the sum of indebtednes
that matures within the next twelve months andititglity related to vested STAP Awards in exce§$%0.0 million. In addition, the Credit
Agreement subjects us to various customary negativenants. As of December 31, 2012, we were inptiamce with the preceding
covenants.

Share Repurchases

In October 2011, our Board of Directorsmmed a share repurchase program authorizing $8@0.0 million in aggregate repurchases o
our common stock at our discretion, over the twarygeriod ending in October 2013 (Repurchase Pnaogia connection with the Repurchase
Program, we paid $212.0 million for an accelerateare repurchase agreement (ASR) entered intoDritlische Bank AB London Branch in
October 2011, pursuant to which we repurchasedoappately 4.7 million shares of our common stockMay 2012, we completed the
Repurchase Program by acquiring approximately 2lliomshares of our common stock at an aggregase af $88.0 million.

In June 2012, our Board of Directors auttest the repurchase of up to an additional $100liomof aggregate repurchases of our
common stock (2012 Repurchase Program). The 20p@rB@ase Program became effective for a one-yeardpeeginning July 31, 2012. In
November 2012, we completed the 2012 Repurchaggdtmoby acquiring approximately 2.0 million shaoé®ur common stock at ¢
aggregate cost of $100.0 million.

On February 4, 2013, we announced thaBoard of Directors authorized a new share repuepasgram for up to $420.0 million in
aggregate repurchases of our common stock fromttirtiene at our discretion (2013 Repurchase ProyrB@purchases under the 2013
Repurchase Program may be made in the open markepuvately negotiated transactions. The 201puWRehase Program will become
effective over a one-year period beginning on MatcR013 and will be funded by cash generated foparations and existing cash and short
term marketable investments.

Toray License Obligations

Pursuant to a March 2007 amendment toiceinse agreement for the development of berapréstwwk issued 400,000 shares of our
common stock to Toray. Toray has the right to retjtleat we repurchase these shares at their issyaite of $27.21 per share upon 30 days
prior written notice. The July 2011 amendment @ ltbense agreement carried forward the originahserelating to these shares. To date,
Toray has not notified us that it intends to reguis to repurchase these shares.

As part of the July 2011 amendment to @amise, we agreed to pay Toray $50.0 million inaéguon-refundable payments over a five-
year period ending in 2015 in exchange for a radagh royalty rates. As of December 31, 2012,uhdiscounted outstanding balance of
obligation was $30.0 million.

Obligations Under License Agreements

Under our existing license agreements, wenhligated to make royalty payments at a ratemfercent of the net sales of Remodulin an
Tyvaso once annual combined net sales of theseipt@dxceed $25.0 million. In addition, we pay\ &l five percent royalty on net sales of
Adcirca.

We have entered into other license rightsrements under which we are required to makestoihe payments upon the achievement o
certain developmental and commercialization obyestiand royalty payments upon the commercializaifaelated licensed technology.
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Off-Balance Sheet Arrangements

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

At December 31, 2012, we had the followdogtractual obligations (in thousands):

Payments Due by Perioc

Less than More than
Total 1 year 1-2 Years 3-5 Years 5 Years
2016 Convertible Notes(: $ 250,000 $ — 9 — $ 250,000 $ —
Mortgage loan: 71,65¢ 1,31: 66,73¢ 3,60¢ —
Obligations under construction
commitments(2 3,46¢ 3,46¢ — — —
Operating lease obligatiol 18,13« 3,37¢ 6,55( 5,78 2,42¢
Obligations under the STAP( 55,61’ 48,24¢ 5,121 2,25( —
Obligations under the SERP( 46,74 — 24,28¢ — 22,45¢
Purchase commitmen 36,92¢ 16,92¢ 20,00( — —
Milestone payments under license
and acquisition agreements 34,75¢ 3,59¢ 4,85¢ 16,88: 9,41¢
Total(6) $ 517,29¢ $ 76,927 $ 127,55( $ 278,51( $ 34,29¢

(1) Assumes payment in cash of the principal balanaaio2016 Convertible Notes at the
contractual maturity date.

(2) Represents total contractual expenditures for onsftuction projects at December 31, 2012.

3 Estimated based on the intrinsic value of outstapp@TAP awards expected to vest as of
December 31, 2012, assuming that awards will becesedd immediately upon vesting. Refer to
Note 7—Share Tracking Award Plarte our consolidated financial statements includethis
Annual Report on Form 10-K for further details.

(4) Consists of actuarially derived, estimatedifatpayouts of benefits. Refer to Note 12—
Employee Benefit Plans—Supplemental ExecutivedRetint Plarto our consolidated financial
statements included in this Annual Report on Fo@aKXor further details.

(5) Based on our estimates of the timing and probghofitachieving milestones specified under
various license and acquisition agreements.

(6) As of December 31, 2012, we had $1.5 millibmmrecognized tax benefits. The contractual
obligations disclosed above exclude these amouwmggalthe uncertainty surrounding the
amounts and timing of future paymer

Summary of Critical Accounting Policies and Estimags

We prepare our consolidated financial statets 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 constitiinancial statements. As additional
information becomes available, these estimatesaasdmptions may change and materially impact reg@tounts. We have identified the
following accounting policies, which require theeusf our judgment and estimation in their applimatiWe consider these policies to be crit
because of the degree of judgment that is inhénethieir application.
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Revenue Recognition
Remodulin and Tyvaso

We sell both Remodulin and Tyvaso to owcsty pharmaceutical distributors under similanttactual arrangements. Sales of
Remodulin and Tyvaso are recognized when titleragkdof ownership pass to our distributors upotiséattory delivery to our distributors'
facilities—i.e., when all of our performance obligas under these distributor arrangements have satisfied. We record sales of Remodulin
and Tyvaso net of: (1) estimated rebates, (2) ptgrapment discounts and (3) service fees to ourilligors. Determining sales allowances
involves the use of significant estimates and judgimand may involve the use of information fromeemal sources.

We derive our provisions for rebates framaaalysis of historical levels of rebates to bsitite Medicaid agencies and commercial third-
party payers by product, relative to sales of gaokluct. In formulating our estimates, we also a#rsthe impact of anticipated changes in
product prices, sales trends and government rg@batgams, particularly as they relate to eligilgiiequirements and/or rebate pricing. We
analyze rebate data separately for Remodulin andd0; as these therapies have been developeditd#él patients at different stages in the
disease continuum and therefore, rebate eligildlitgt pricing requirements can differ for each thgra

We estimate prompt pay discounts basedosereed payment behavior. Our distributors havéinely taken advantage of these discount
and we expect them to continue to do so.

We pay our distributors for services reeddnased on contractual rates applied to estimatisl of service provided for a given financial
reporting period.

Our distributors do not have return rightsyvever, we provide exchange rights in the evasit product is damaged during shipment, or
expires. Exchanges for damaged product are higlfilgquent. In the event that Remodulin or Tyvase lbeen damaged during shipment and
we have been promptly notified as required underdistributor arrangements, we do not recognizemere on that shipment until damaged
product has been replaced. Replacement generallyowithin several days after we are notifiedhaf tamage. The number of product
exchanges due to expiration has been minimal becatusny given time, we sell Remodulin and Tyvagh expiration dates in excess of one
year and our distributors typically carry a th- to sixty-day supply of related inventories at @iwen time. In addition, we do not require, nor
do we provide incentives for our distributors tsw@se inventory levels of Remodulin or Tyvaso beyaat would be considered reasonable
and customary in the ordinary course of businedscisely monitor inventory levels in the distrilmurt channels.

The financial effects of exchange rightsRemodulin and Tyvaso have been immaterial anéxpect the volume of exchanges to be
consistent with historical levels. Specifically ceanges for Remodulin and Tyvaso have comprisetfigigntly less than one percent of the
volume of units we sell. Because historical andcgrdated future exchanges of Remodulin and Tyvaseltbeen, and are expected to be,
immaterial, we do not recognize a reserve for esttith exchange rights in the period of sale. Lasi®/closely monitor exchange data for both
of these therapies to ensure that our assumptmmiace to be reasonable, appropriate and current.
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Adcirca

Adcirca is manufactured for us by Lilly adidtributed through Lilly's pharmaceutical wholesanetwork. Specifically, Lilly handles all «
the administrative functions associated with tHe s&Adcirca on our behalf, including the recedpid processing of customer purchase order:
shipment of Adcirca to customers, and the invoi@ng collection of customer payments. In additgales terms for Adcirca include return
rights that extend throughout the distribution aignWe recognize sales of Adcirca on a gross lfastsof allowances) upon delivery to
customers due to the following factors: (1) werasponsible for the acceptability of the produatchased by wholesalers; (2) we bear all
inventory risk, as title and risk of loss pass $aatithe shipping point from Lilly's manufacturifagility; (3) we assume credit risk if Lilly is
unable to collect amounts due from customers; dhdé assume the risk and cost of a product ratadiquired.

We recognize sales of Adcirca net of: @t)reated rebates (including discounts required uibslicare Part D); (2) prompt pay discou
(3) allowances for product returns; and (4) whdkssBees. We estimate our liability for rebatesdzhen an analysis of historical levels of
rebates to both Medicaid and commercial thiedty payers. In addition, we determine our obiaafor prescription drug discounts required
Medicare Part D patients within the coverage gaggtan estimations of the number of Medicare Papafients and the period such patients
will remain within the coverage gap. We base otirmestes for prompt pay discounts on observed custqgrayment behavior and expectations
regarding the future utilization of such discoumi& derive estimates relating to the allowancedturns from published industry data specific
to specialty pharmaceuticals and will continue @osd until we have sufficient historical data oniebhto 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 prescripti@tative to sales that would warrant
reconsideration of, or adjustment to, the methoglplee currently employ to estimate our allowanaer&urns. Lastly, wholesaler fees are
based on contractual percentages of wholesaldes. sa

Share-based Compensation

Our share-based awards are classifiedlasreiquity (stock options, stock purchases mademnour employee stock purchase plan) or as
liabilities (STAP awards), and we recognize relabdre-based compensation expense based on tkaltarof awards. We estimate the fair
value of all share-based awards using the Blaclo!®8sFMerton valuation model. Valuation models, like Black-Scholes-Merton model,
require the use of subjective assumptions thatdcmalterially impact the estimation of fair valuadaelated compensation expense to be
recognized. These assumptions include, among othergxpected volatility of our stock price, thepected term of awards and the expected
forfeiture rate. Developing these assumptions regithe use of judgment.

Marketable Investments

Substantially all of our marketable secesitare classified as held-to-maturity. For mardeténvestments in which the fair value is lower
than the carrying value, we periodically review Wies related impairments of these securities drerahan temporary. This review requires u:
to make judgments, particularly as they relatgIpthe 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;d@) 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 flasesvould expect to collect that are
attributable to an impaired debt security to deteemwvhether a credit loss exists. The scope ofatéduation requires forward-looking
assessments pertaining to a security and the r@lémnancial markets, an issuer's financial cowditand business outlook, and our estimatic
the value of cash flows we would expect to colfeatn an issuer upon maturity of an impaired segurit
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Accordingly, we must make assessments regardirrgmuconditions and future events, which involvaasiderable degree of uncertainty and
judgment. When we determine that the decline inevalf a security is other than temporary, we ageired to recognize the credit loss port
as a charge in our consolidated statement of dpagat

In addition, we classify substantially allour marketable investments as held-to-maturtyause we believe we have the positive intent
and ability to hold related securities until thegtore. This assertion requires us to make forwaoltthg judgments regarding our future cash
flow requirements relative to the maturity dateswéh securities. To reduce the level of uncegaassociated in making this determination,
invest in debt securities that mature within twauge

Fair Value Measurements

We are required to disclose assets aniitied subject to fair value measurements withispecified fair value hierarchy. The fair value
hierarchy gives the highest priority to fair valmeasurements based on unadjusted quoted pricesva markets for identical assets or
liabilities (Level 1 measurements) and the lowekdrjy to fair value measurements derived throtigh use of unobservable inputs (Level 3
measurements). Assets and liabilities are claglsifi¢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 liabilitypsld be disclosed within the hierarchy
involves judgment regarding the significance ofuitgrelative to a fair value measurement and whecé inputs lie within the hierarchy.
Furthermore, assets and liabilities that are ntvely traded may have little or no price transpase As such, estimating the fair value of
Level 3 assets and liabilities involves the ussighificant subjective assumptions that we belimagket participants would consider in prici
We often employ a discounted cash flow model t@ lusl estimate the fair value of our Level 3 asantkliabilities. Inputs to the model that
involve a significant degree of judgment includéneating the amounts and timing of expected cashvdland determining a suitable discount
rate.

Income Taxes

Income taxes are accounted for in accorelavith the asset and liability method. Accordinglgferred tax assets and liabilities are
recognized for the future tax consequences ataiilatto differences between the financial stateroanying amounts of existing assets and
liabilities and their tax bases. Deferred tax asaat liabilities are measured using the enactethtas that are expected to apply to taxable
income in the years in which those temporary diffiees are expected to be recovered or settledrrBéftax assets are reduced by a valuatior
allowance when, in our opinion, it is more likehah not that some or all of the deferred tax asg#itsot be realized. Evaluating the
realizability of deferred assets requires us t@engforecasts of earnings and taxable income, anatimgr considerations. Accordingly, the
evaluation process as it relates to the realizglnfi deferred tax assets requires us to makefiigni judgments and forward-looking
assessments regarding the amounts and availadfifitture taxable income.

Financial statement recognition of a tagipon taken or expected to be taken in a tax refsidetermined based on a more likely than no
threshold of that position being sustained. Iftdeposition meets this threshold, the benefitdadrognized is measured as the largest amou
that is more than 50 percent likely to be realigpdn ultimate settlement. Accounting for uncertaix positions involves considerable
judgment in assessing the future tax consequerf@aaunts that have been recognized in our finhisté@ements or tax returns. The ultim
resolution of uncertain tax positions could regutimounts different from those recognized in cansolidated financial statements.
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Intangible Assets and Gooduwiill

In connection with transactions that wecatt for as business combinations, we typicallpgmize intangible assets, based on their
acquisition-date fair value, and goodwill, repregenthe excess of the fair value of the considenatransferred, over the estimated fair value
of assets acquired and liabilities assumed. Meagthie acquisition-date fair value of intangibleets involves the use of significant judgment
and estimates with respect to determining, amohgratputs: (1) the timing and amounts of cash @mnd operating profits for potential
product candidates; (2) the timing and probabdityegulatory approvals for product candidates umgeelopment; (3) the useful lives of
potential product candidates; and (4) approprigteatint rates.

We are required to test goodwill for impagmt annually or more frequently if impairment icatiors exist. Evaluating goodwill for
impairment requires judgment particularly as iate$ to determining the fair value of a reporting to which goodwill has been assigned. We
often use a discounted cash flow model to test gdbfibr impairment, which involves the use of sificant and subjective inputs. Inputs
requiring our judgment include, among others, stexation of the amounts and timing of future clistvs, future growth rates and
profitability of a reporting unit. Changes in oursiness strategy or adverse changes in markettamrsdcould impact impairment analyses anc
require the recognition of an impairment chargeagtputhe excess of the carrying value of goodwxittr its implied fair value.

We test our finite-lived intangible assktsimpairment when conditions suggest that thairying values may not be recoverable.
Evaluating intangible assets for impairment reqjeelgment, particularly when determining amouritsraliscounted cash flows used in
assessing recoverability and measuring the fairevaf such assets, if necessary. These projeagaopsre forward-looking assumptions that
may include, among others, estimates of future grpdiscount rates and future business or indusinditions. Changes in our business
strategy or adverse changes in market conditionkldndicate one or more finite-lived intangiblesats have been impaired. Therefore, we
would be initially required to test such assetsrémoverability. If determined unrecoverable, wauldarecognize an impairment charge equis
the extent the carrying value of such assets exitesidfair value.

Pension Benefit Obligation

Accounting for our SERP requires that weogmize in our consolidated balance sheet a Itghgljual to the unfunded status of the SERP
(equal to the projected benefit obligation, as wendt fund the SERP) and measure our projectedfibebéigation as of the end of our fiscal
year. Estimating the SERP obligation involves the af judgment and estimates. The SERP obligatidrr@lated pension expense are der
from actuarial valuations that are developed usimgmber of assumptions. A key assumption undeylthie valuation is the discount rate. The
discount rate should be representative of theasgeciated with high-quality, fixed-income debtwséies. With the prevailing economic
conditions and outlook and the tightening of theddrmarkets that began in 2008, interest rategeieral, have continued to decline. We mus
consider these economic factors when determiningpgnopriate discount rate to employ. Consequetitéydiscount rate we use to measure
our obligation has decreased. Changes in the discate can significantly increase or decreaseS&RP obligation. For instance, a reduction
in the discount rate would increase our projecteuefit obligation and result in an actuarial ldSsnsequently, we could be required to
recognize additional pension expense in our cotatdd statements of operations related to the @akl@ss in future periods if certain
thresholds are met. Other actuarial assumptionisdegarticipant demographics such as the expeatedf salary increases and withdrawal
rates, among other factors. Not only can actuaég&pce differ from actuarial assumptions, but gesnn any of these assumptions can also
materially affect the measurement of the SERP abbg.
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Recently Issued Accounting Standards

In June 2011, the Financial Accounting 8tads Board (FASB) issued Accounting Standards tép@esSU) No. 2011-05Comprehensiv
Income (Topic 22—Presentation of Comprehensive Inca@8U 2011-05). ASU 2011-05 eliminates the optioptesent the components of
other comprehensive income as part of the stateafatitanges in stockholders' equity. Instead, ABW1205 requires entities to report all non-
owner changes in stockholders' equity in eitha@ngls continuous statement of comprehensive incama two separate, but consecutive
statements. ASU 2011-05 does not change the itemsrtust be reported in other comprehensive incomehen an item must be reclassified
to net income. In December 2011, the FASB issued 2811-12 Comprehensive Income (Topic 220): Presentationashf@rehensive
Income—Deferral of the Effective Date for Amendmenthi®oRresentation of Reclassifications of Items Guta@umulated Other
Comprehensive Income in Accounting Standards Update?011-05ASU 2011-12). ASU 2011-12 defers indefinitely pissons contained in
ASU 2011-05 that revise existing presentation negments for reclassification adjustments from cahpnsive income as the FASB further
deliberates this issue. During the deferral peniedprting entities will continue to follow exisgrguidance prior to ASU 2011-05 under ASC
Topic 220,Comprehensive Incomavith respect to the disclosure of reclassifiaagiadjustments. Both ASU 2011-12 and ASU 2011-85 ar
effective for fiscal years, and interim periodshiitthose years, beginning after December 15, 281d ASU 2011-05 requires retrospective
application. Other than the presentational chatgesir basic consolidated financial statementsirequnder ASU 2011-05 (as amended by
ASU 2011-12), adoption of ASU 2011-05 did not hang impact on our consolidated financial statements

In February 2013, the FASB issued ASU Nil202,Comprehensive Income (Topic 220)—Reporting Amdrettassified Out of
Accumulated Other Comprehensive Income (ASU-02). ASU 2013-02 provides guidance about disclosingassification adjustments,
which was previously deferred for further delibaratby ASU 2011-12. ASU 20182 provides financial statement issuers the optiatisclos:
significant amounts reclassified from accumulatdtencomprehensive income separately by each coempam either (1) a single note to the
financial statements, or (2) parenthetically onfdee of the income statement for each line iteraffgcted by the reclassification adjustment.
ASU 2013-02 will be effective for all interim andraual financial statement reporting periods begigrifter December 15, 2012, with early
adoption permitted. We do not anticipate the adoptif ASU 2013-02 will have any impact on our cditded financial statements.

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

As of December 31, 2012, we have inves&3D$! million in debt securities issued by corpiors and federally sponsored agencies. Th
market value of these investments varies invensély changes in current market interest rates.elmegal, as interest rates increase, the marke
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 gesrd hold these investments to maturity sc
that they can be redeemed at their stated or falce vAt December 31, 2012, our investments in deburities issued by corporations and
federally-sponsored agencies had a weighted avetatgsl interest rate of approximately 0.40 peraedta weighted average maturity of
1.0 year. These investments mature at various tihtesigh 2014 and many are callable annually.

During sustained periods of instability anttertainty in the financial markets, we couldeiposed to additional investment-related risks
that could materially affect the value and liquidif our investments. In light of these risks, vegivaely monitor market conditions and
developments specific to the securities and seccldsses in which we invest. We believe that wentam a conservative investment approach
in that we invest exclusively in unstructured, hyghated securities with relatively short maturitieattwe believe reduce our exposure to ur
risks. While we believe we take prudent measuresitigate investment related risks, such risks came fully eliminated, 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 conselitibalance sheets of United Therapeutics Corporasemf December 31, 2012 and 2011,
and the related consolidated statements of opagtammprehensive income, stockholders' equity casti flows for each of the three years in
the period ended December 31, 2012. Our auditsimtdaded the financial statement schedule listethé Index at Item 15 (a)(2). These
financial statements and schedule are the resplitysili the Company's management. Our respongyhiti to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance thighstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform thet éudbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and digs in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas 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, 2012 aid,2and the consolidated results of its operatambits cash flows for each of the three
years in the period ended December 31, 2012, ifoomity with U.S. generally accepted accountingipiples. Also, in our opinion, the relat
financial statement schedule, when consideredatioa 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 Ogatdoard (United States), United
Therapeutics Corporation's internal control oveaficial reporting as of December 31, 2012, baseatiteria established in Internal Control—
Integrated Framework issued by the Committee ohSpng Organizations of the Treadway Commissiah@ur report dated February 26,
2013 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

McLean, Virginia
February 26, 2013
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Report of Independent Registered Public Accountingrirm on
Internal Control over Financial Reporting

The Board of Directors and Shareholders
United Therapeutics Corporation

We have audited United Therapeutics Cotpmra internal control over financial reporting@<December 31, 2012, based on criteria
established in Internal Control—Integrated Framdwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission (the
COSO criteria). United Therapeutics Corporationgsagement is responsible for maintaining effedtiternal control over financial reporting
and for its assessment of the effectiveness ofriatecontrol over financial reporting included hetaccompanyinlylanagement's Report on
Internal Control Over Financial Reportin. Our responsibility is to express an opinion aa @ompany's internal control over financial
reporting based on our audit.

We conducted our audit in accordance withdtandards of the Public Company Accounting Ogiet8oard (United States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéanternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre® considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finanaigborting is a process designed to provide redderassurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegeinerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thapéitpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteatfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion United Therapeutics Corpmatmaintained, in all material respects, effectivernal control over financial reporting as of
December 31, 2012, based on the COSO criteria.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatdoard (United States), the 2012
consolidated financial statements of United Theutipe Corporation, and our report dated Februar2p@3, expressed an unqualified opinion
thereon.

/sl Ernst & Young LLP

McLean, Virginia
February 26, 2013
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UNITED THERAPEUTICS CORPORATION
Consolidated Balance Sheets

(In thousands, except share and per share data)

December 31

2012 2011
Assets
Current asset:
Cash and cash equivalel $ 154,03( $ 162,67¢
Marketable investmen 325,17! 240,80
Accounts receivable, net of allowance of none fat2and 201 116,62¢ 88,68(
Other current asse 3,77¢ 6,18¢
Prepaid expenst 17,05: 9,92¢
Inventories, ne 37,25¢ 45,98
Deferred tax asse 14,55+ 8,19¢
Total current asse 668,47( 562,45!
Marketable investmen 305,72¢ 343,89¢
Marketable investments and c—restricted 5,371 5,12:
Goodwill and other intangible assets, 16,40¢ 22,08%
Property, plant, and equipment, | 453,68 366,04t
Deferred tax assets, r 150,14° 190,74!
Other asset 26,78: 27,72¢
Total asset $1,626,59° $1,518,07
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 10,200 $ 47,25
Accrued expense 72,98t 57,22%
Other current liabilitie: 93,56 108,09:
Total current liabilities 176,75! 212,57
Convertible note 204,66° 194,18(
Mortgages payabl 70,34 71,45:
Other liabilities 79,96° 80,50(
Total liabilities 531,73. 558,70¢
Commitments and contingencit
Common stock subject to repurchi 10,88: 10,88:
Stockholders' equity
Preferred stock, par value $.01, 10,000,000 skar#®rized, no share
issued — —
Series A junior participating preferred stock, palue $.01, 100,000
shares authorized, no shares iss — —
Common stock, par value $.01, 245,000,000 shartberdzed,
62,082,007 and 61,506,063 shares issued, and 595%and
53,609,645 shares outstanding at December 31, &1 2011,
respectively 621 61E
Additional paic-in capital 1,015,83 992,71¢
Accumulated other comprehensive I (14,957 (10,88%)
Treasury stock at cost, 11,916,054 and 7,896,4af:slat
December 31, 2012 and 2011, respecti' (470,999  (282,99)
Retained earning 553,48( 249,03
Total stockholders' equit 1,083,98 948,48t
Total liabilities and stockholders' equ $1,626,59° $1,518,07!

See accompanying notes to consolidated financsistents.
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UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Operations

(In thousands, except per share data)

Year Ended December 31

2012 2011 2010
Revenues
Net product sale $ 906,120 $ 741,09: $ 591,70:
Other 9,95: 2,08¢ 1,197
Total revenue 916,07t 743,18: 592,89¢
Operating expense
Research and developm 173,38 180,01! 165,30¢
Selling, general and administrati 201,74¢ 156,48 188,60¢
Cost of product sale 119,29° 88,90« 67,67¢
Total operating expens 494,43( 425,40: 421,58t
Operating incom: 421,64t 317,78:. 171,31
Other (expense) incom
Interest incom: 3,941 3,45( 2,93¢
Interest expens (16,639 (21,367 (29,710
Equity loss in affiliate (143 (119 (160
Other, ne 31,86¢ (629) 76¢
Total other (expense) income, | 19,02¢ (18,66%) (16,167)
Income from continuing operations before income 440,67: 299,11 155,15:
Income tax expens (136,229 (81,879 (43,945
Income from continuing operatiol 304,44 217,24: 111,20¢
Discontinued operatior
Income (loss) from discontinued operations, netg — 7 (5,290
Gain on disposal of discontinued operations, néao — 61€ —
Income (loss) from discontinued operatic — 625 (5,290
Net income $ 304,44. $ 217,86¢ $ 105,91t
Net income per common sha
Basic
Continuing operation $ 5.8/ % 3.8C $ 1.9¢
Discontinued operatior — 0.01 (0.09
Net income per basic common sh $ 5.8/ % 381 $ 1.8¢
Diluted
Continuing operation $ 571 $ 3.6€ $ 1.87
Discontinued operatior — 0.01 (0.09
Net income per diluted common shi $ 571 $ 3.67 $ 1.7¢
Weighted average number of common shares outsigr
Basic 52,09! 57,16 56,14:
Diluted 53,28( 59,39¢ 59,51¢

See accompanying notes to consolidated finan@&stents.
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UNITED THERAPEUTICS CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands)

Year Ended December 31

2012 2011 2010
Net income $ 304,44: $ 217,86¢ $ 105,91¢
Other comprehensive los
Foreign currency translation gain (lo: 691 (1,709 (642)
Defined benefit pension pla
Prior service cost arising during period, net of — (2,010 (3,379
Actuarial (loss) gain arising during period, netax (5,352 431 (1,209
Less: amortization of actuarial gain (loss) anapri
service cost included in net periodic pension 522 572 224
Defined benefit pension plan, r (4,830 @) (4,359
Unrealized gain on availat-for-sale securities, net of t: 67 6 134
Other comprehensive loss, net of (4,072 (1,710 (4,86))
Comprehensive incon $ 300,37( $ 216,15¢ $ 101,05!

See accompanying notes to consolidated financsgistents.
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UNITED THERAPEUTICS CORPORATION
Consolidated Statements of Stockholders' Equity
(In thousands, except share data)

Accumulated
Other
Comprehensive
Income/(Loss)

Additional
Paid-in
Capital

Retained
Earnings
(Deficit)

Common Stock

Treasury

Shares Amount Stock

Stockholders'

Equity

Balance,
December 31,
2009 56,682,36 $ 567 $ 798,89 $
Net income — — —
Foreign

currency

translation

adjustment: — — —
Unrealized gair

on available-

for-sale

securities — — —
Defined benefit

plan — — —
Conversion of

convertible

notes 63 — 3 — 4) —
Exercise of

stock options
Tax benefit

from

exercises of

non-qualified

stock options — —
Share-based

compensatio — —

(67,399 $ (74,749
— 105,91

(4,319 $

(642) — —

134 — —

(4,359 = =
3,335,11. 32

83,31 — — —

23,82¢ — — —

22,65 — — —

$

653,00¢
105,91¢

(642)

134

(4,359

@
83,34t

23,82¢

22,65!

Balance,
December 31,
2010 60,017,54 60C 928,69( (9,175 (67,399
Net income — — — — —
Foreign

currency

translation

adjustment: — — —
Unrealized gair

on available-

for-sale

securities — — — 6 — —
Defined benefit

plan — — — @) — —
Shares receive

upon sale of

subsidiary — — — —
Conversion of

2011

convertible

notes and

exercise of

convertible

note hedge
Issuance of

2016

convertible

notes — —
2016

convertible

note hedge

and warrants

net of tax — —
Repurchase of

shares — —
Exercise of

stock options
Tax benefit

from

exercises of

non-qualified

stock options — —
Share-based

compensatio — —

31,17(
217,86t

(1,709 — —

(2,750 —

650,82° 7 27,28 — (27,299 —

56,19: — — —

(29,069 — — —
(26,21 — (185,559 —

837,69( 8 23,95¢ — — —

11,34% — — —

527 — — —

883,88t
217,86¢

(1,709

@

(2,750

56,19:

(29,069
(211,76¢)

23,96

11,347

527

Balance,
December 31,

2011 61,506,06 61° 992,71t (10,88%) (282,999 249,03t

$

948,48t



Net income
Foreign
currency
translation
adjustment:
Unrealized gair
on available-
for-sale
securities
Defined benefit
plan
Repurchase of
shares
Exercise of
stock options
Tax benefit
from
exercises of
non-qualified
stock options
Share-based
compensatic
Balance,

December 31,
2012

575,94

6 16,79¢

— 3,05¢

— 3,26¢

304,44:

691 — —

67 — —

(4,830 — —

— (188,000 —

304,44:

691

67
(4,830
(188,000

16,80¢

3,05¢

3,26¢

62,082,00

$ 621 $ 1,015,83

$

(14,95) $ (470,999 $ 553,48

$

1,083,98:

See accompanying notes to consolidated financsdistents.
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UNITED THERAPEUTICS CORPORATION

Consolidated Statements of Cash Flows

Cash flows from operating activitie
Net income

(In thousands)

Adjustments to reconcile net income to net caskigdeal by operating activitie:

Depreciation and amortizatic

Provisions for inventory obsolescer

Share-based compensation expense (ben

Impairments

Expense associated with outstanding license

Amortization of debt discount and issue cc

Current and deferred tax expel

Amortization of discount or premium on investme

Equity loss in affiliate and otht

Excess tax benefits from sh-based compensatic
Changes in assets and liabiliti

Accounts receivabl

Inventories

Prepaid expense

Other asset

Accounts payabl

Accrued expense

Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie
Purchases of property, plant and equipn
Purchases of he-to-maturity investment
Maturities of hel-to-maturity investment
Sales of trading investmer
Acquisitions
Restrictions on cas

Net cash used in investing activiti

Cash flows from financing activitie
Principal payments of de
Proceeds received from issuance of
Payments of transaction costs related to issuaindebd
Payment for convertible note hedge and warrants
Payment of lease obligatic
Payments to repurchase common st
Proceeds from exercise of stock opti
Excess tax benefits from sh-based compensatic

Net cash (used in) provided by financing activi

Effect of exchange rate changes on cash and casvaénts
Net (decrease) increase in cash and cash equis
Cash and cash equivalents, beginning of

Cash and cash equivalents, end of \

Supplemental cash flow information:
Cash paid for intere:

Cash paid for income tax

Non-cash investing and financing activitit
Acquisitions—nor-cash consideratic

Non-cash additions to property, plant and equipn

Issuance of common stock upon conversion of coilenotes

Assumption of mortgage in connection with the asitigin of property

Year Ended December 31

2012 2011 2010
$ 304,44. $ 217,86t $ 105,91t
27,14¢ 20,53t 17,92(
11,82¢ 5,18( 2,39¢
30,11 (15,719 113,94.
6,80 — 7,68¢
1,21C 37,04¢ —
11,06+ 19,35¢ 16,83¢
136,22¢ 81,43: 41,92:
4,602 4,47¢ 2,57¢
1,43: 2,61« 967
(3,059 (11,34) (23,82¢)
(23,99) (16,159 (23,45)
(5,939 (16,05Y) (9,19¢)
(7,35) (2,107) (587)
(2,359 (3,62¢) (4,77¢)
(37,20 16,65¢ (2,739
14,40 3,59t 25,61
(145,759 (93,559 (59,676
323,62¢ 250,19! 211,53.
(111,909 (35,97) (18,640
(579,319 (815,68 (662,22)
527,85¢ 733,87t 421,52¢
— — 36,20(
— (3,54%) —
— () 13,90:
(163,36) (121,33) (209,23
(999) (251,039 —
— 250,00( 70,00(
— (7,53% (1,055
— (33,25() —
— — (31,447
(188,000 (212,000 —
16,80: 24,39¢ 85,427
3,05¢ 11,34% 23,82¢
(169,14 (218,079 146,75t
22¢ (269) 2,75¢
(8,64¢€) (89,48¢) 151,81(
162,67¢ 252,16: 100,35:
$ 154,03C $ 162,67t $ 252,16.
$ 530: $ 4,10: $ 1,81¢
$ 101,50 $ 46,51( $ 22,68
$ — $§ 587 $ —
$ 1,82 $ 23,06: $ 2,44
$ — $ 2729: % —
$ — $ 3,73¢  $ —

See accompanying notes to consolidated financsgistents.
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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 @wialization of unique products to
address the unmet medical needs of patients wittndhand life-threatening conditions.

Our lead product, Remodulin® (treprostitiljection (Remodulin), was first approved for theatment of pulmonary arterial hypertensior
(PAH) in 2002 by the United States Food and Drugnistration (FDA) and has also been approved §erin countries outside of the United
States. We sell Remodulin in the United Statesiawdrious other countries around the world. In200e received FDA approval for
Tyvaso® (treprostinil) Inhalation Solution (Tyvasamd Adcirca® (tadalafil) tablets (Adcirca), bothwhich we market in the United States for
the treatment of PAH.

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

The accompanying consolidated financigkstents of United Therapeutics and its wholly owseldsidiaries have been prepared in
accordance with accounting principles generallyepted in the United States (GAAP). All intercompdm@ances and transactions have been
eliminated in consolidation. On March 31, 2011,seé& our whollyewned telemedicine subsidiary, Medicomp, Inc. (Medip). Accordingly
the operating results of Medicomp for each of the years in the period ended December 31, 2011 beee reclassified and presented within
discontinued operations on our consolidated statésra operations. This change in presentationrtwaiinpact on net income as previously
reported. We did not recast our consolidated stamgsof cash flows for the years ended Decembe2(@ll] and 2010 to reflect the
classification of Medicomp as a discontinued openaas the impact is not significant to those stests (refer to Note 17-Sale of
Medicomp, Inc).

Use of Estimates

The preparation of the consolidated finahsiatements in accordance with GAAP requiresnoamagement to make estimates and
assumptions that affect reported amounts of aaset$iabilities at the date of the consolidatedficial statements and the reported amounts
revenues and expenses during the reporting paffedbase our estimates on assumptions regardirgib&dtexperience, currently available
information and anticipated developments that wibe are reasonable and appropriate. However,usedde use of estimates involves an
inherent degree of uncertainty, actual resultsatdiffer from those estimates. Our significant agtting policies that require use of subjective
and/or complex judgment and estimates impact theWng financial statement areas: revenue recagmitshare-based compensation,
marketable investments, fair value measurementfufimg those relating to our acquisitions), inca@rees, goodwill and other intangible
assets, and obligations related to our Supplemémnatutive Retirement Plan.

Fair Value of Financial Instruments

The carrying amounts of cash and cash atpnts, accounts receivables, accounts payablea@mded 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 NotesMarketable Investmengsd 5—Fair Value Measurementsespectively. The recorded va
of our $70.0 million mortgage loan approximatedais value as it bears a variable
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Corntued)

rate of interest that we believe approximates theket rate of interest for debt with similar crek profiles, terms and maturities. Refer to
Note ¢— Debt—Mortgage Financing—Wells Fargo

Fair Value Measurements

Fair value is a market-based measuremehamentity-specific measurement. The objectiva f&ir value measurement is to estimate th
price to sell an asset or transfer a liability mcaderly transaction between market participahte@measurement date under current market
conditions. Such transactions to sell an assetaoster a liability are assumed to occur in thegipal 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 valmeasurement disclosures are required to befgdalsaccording to a three-level fair value
hierarchy with respect to the inputs (or assumgliarsed to determine fair value. Observable inputh as unadjusted quoted market price
identical assets or liabilities are given the higghwriority within the hierarchy (Level 1). Whens#yvable inputs are unavailable, the use of
unobservable inputs is permitted—i.e., inputs thegporting entity believes market participants Matse in pricing that are developed based
on the best information available. Unobservablalia@re given the lowest priority within the hiefay (Level 3). The level in which an asse
liability is disclosed within the fair value hieddny is based on the lowest level input that isificant to the related fair value measurement in
its entirety. The guidance under the fair value sneement framework applies to other existing actingrguidance in the Financial Account
Standard Board (FASB) codification that requirepemits fair value measurements. Refer to reldisclosures at Note 5-Fair 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 ma
market funds, commercial paper, and certificatedepiosit.

Marketable Investments

Substantially all of our marketable investits are debt securities that we classify as teldaturity because of our positive intent and
ability to hold the securities until maturity. Helo-maturity securities are classified as eitherent or non-current assets on our consolidated
balance sheets based on their contractual matiatgs and recorded at amortized cost, adjustatidamortization of discounts or premiums.
Related discounts and premiums are amortized beeterm of these securities as an adjustment td y&ng the effective interest method.

We monitor our investment portfolio for impment quarterly or more frequently if circumstasaevarrant. In the event that the carrying
value of an investment exceeds its fair value &ediecline in value is determined to be other-tieamporary, 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 mayude, among others: (1) general market conditi{@jsthe duration and extent to which fair
value has been less than the carrying value, Eintrestment issuer's financial condition and bessroutlook, and (4) our assessment as to
whether it is more likely than not that we will lexjuired to sell a security prior to recovery afaimortized cost basis.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Corntued)
Trade Receivables

Trade receivables consist of short-termwamedue from customers and are stated at the ém@uexpect 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 ¢rst-in, first-out method) or market (current replacement cost)camsist of the following, net
reserves (in thousands):

December 31

2012 2011
Raw material $ 13,60! $ 9,171
Work in progres: 11,70¢ 14,22:
Finished good 11,94 22,58t

Total inventories(1 $ 37,25¢ $ 45,98:

Q) During the year ended December 31, 2012, weased our reserves for obsolescence by $8.@milthich
represents the cost of the nebulizer incorporatedaur Tyvaso Inhalation System expected to bderd
obsolete based on the pending commercial relea2@1id of our improved nebulizer, the -100.

Goodwill and Other Intangible Assets

The carrying amount of goodwill is not atimed but is subject to annual impairment testiig. evaluate goodwill for impairment during
the fourth quarter of each year, or more frequeihilypairment indicators exist. In determining vither goodwill is impaired, we compare the
estimated fair value of the reporting unit to whgtodwill has been assigned to its carrying vatite§ 1 of the goodwill impairment test). If
the carrying amount of a reporting unit exceed$aitsvalue, then the amount of an impairment ldssny, is measured as the excess of the
carrying amount of goodwill over its implied faiale (Step 2 of the goodwill impairment test).

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

Intangible assets subject to amortizati@raviewed for impairment whenever events or cbang circumstances indicate that the
carrying amount of an intangible asset may notelgeverable. Impairment losses are measured andmeedl to the extent the carrying value
of such assets exceed their fair values.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Corntued)

Gooduwill and other intangible assets cosgthe following (in thousands):

As of December 31, 201 As of December 31, 201
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
Goodwill(1) $ 10,53( $ — $ 10,53 $ 8,12 $ — $ 8,12¢
Other intangible assets
(2):
Technology, patents
and tradename 4,85¢ (2,82%) 2,03¢ 4,76¢ (1,999 2,767
Customer
relationships and
non-compete
agreement 4,74¢ (2,237) 2,517 4,65: (1,659 2,99t
Contrac-based(2 2,02( (693) 1,32 8,35( (14¢) 8,20z
Total $ 22,15¢ $ (5,750 $ 16,40t $ 25,89: $ (3,805 $ 22,087

Q) Includes foreign currency translation adjusttse

(2) Refer to Note 1—Acquisition—Revivicor, Inc.

We are amortizing other intangible assets an estimated weighted average life of 6.5 yd@etated amortization expense for the years
ended December 31, 2012, 2011 and 2010, was $8idrm$1.7 million and $1.6 million, respectivels of December 31, 2012, aggregate
amortization expense relating to intangible asfeteach of the five succeeding years and thereisftestimated as follows (in thousands):

Year Ended December 31

2013 $ 1,95%
2014 1,54(
2015 1,18¢
2016 65€
2017 45C
Thereaftel 90

$ 5,87¢

Property, Plant and Equipment

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

Buildings 25-39 Years

Building improvement: 1C-39 Years

Furniture, equipment and vehicl 3-15 Years

Leasehold improvements Remaining lease term, or the estimated useful

life of the improvement, whichever is shor
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Corntued)
Property, plant and equipment consisthieffbllowing (in thousands):

As of December 31

2012 2011
Land $ 38,10¢ $ 21,72
Buildings, building improvements and leasehold
improvement 393,17: 249,28¢
Buildings under constructic 4,30z 72,51
Furniture, equipment and vehicl 96,09¢ 75,80
531,67t 419,32
Less—accumulated depreciatic (77,99) (53,279
Property, plant and equipment, | $ 453,68! $ 366,04t

Depreciation expense for the years endextdber 31, 2012, 2011 and 2010 was $25.0 milli@a8,Zmillion and $17.6 million,
respectively.

Buildings under construction consists @&di costs relating to our construction projecisiuding capitalized interest. We completed the
expansion of our corporate headquarters locatdthiryland and our North Carolina facility during tfiest and second quarters of 2012,
respectively. For the years ended December 31, 28d2011, we capitalized $905,000 and $842,000terfest expense, respectively.

Treasury Stock

Treasury stock is recorded at cost, inclgdiommissions and fees. The cost of treasury sisald is determined using the first-in, fiosit
method. Related gains and losses on sales of tyesigck are recognized as adjustments to stocknslldquity.

Revenue Recognition
Remodulin and Tyvaso

We sell both Remodulin and Tyvaso to owcsty pharmaceutical distributors under similanttactual arrangements. Sales of
Remodulin and Tyvaso are recognized when titlerakdof ownership pass to our distributors upomsfattory delivery—i.e., when all of oul
performance obligations under these distributcairezements have been satisfied. We record salesrb&ulin and Tyvaso net of various
product sales allowances in the period that assti@venues are recognized. These sales allowaratede 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 bsitite Medicaid agencies and third-party payers
by product, relative to sales of each productommiulating our estimates, we also consider the anpianticipated changes in our product
pricing, sales trends and government rebate pragrparticularly as they relate to eligibility regpments and/or rebate pricing. Since rebate
eligibility and pricing requirements can differ fRlemodulin and Tyvaso, we analyze rebate data atghafor each of these products.
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UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Corntued)

We estimate prompt pay discounts baseddsrreed payment behavior. Our distributors havéinely taken advantage of these discount
and we expect them to continue to do so.

We pay our distributors for contractuahsezs rendered and accrue for related fees basedriractual rates applied to the estimated
of service provided by distributors for a givendintial reporting period.

Our distributors do not possess returntsighowever, we provide exchange rights in the etret product is damaged during shipment ol
expires. Exchanges for damaged product are higlfilgquent. In the event that Remodulin or Tyvase lbeen damaged during shipment and
we have been promptly notified as required underdisiributor 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 de&givation has been minimal because we sell Relimodnd Tyvaso with a remaining
shelf life in excess of one year and our distribsitgpically carry a thirty- to sixty-day supply ofir products at any given time. In addition, we
closely track inventory levels in the distributiohannels. Except for contractual minimum inventemels to prevent shortages of drug supply,
we do not require, nor do we provide incentivesdior distributors to assume, inventory levels ofrfedulin or Tyvaso beyond what would be
considered reasonable and customary in the ordowrse of business.

The financial effects of exchange rightsRe@modulin and Tyvaso have been immaterial anéxpect the volume of exchanges to be
consistent with historical levels. Specifically cbanges of Remodulin and Tyvaso have comprisedanitally less than one percent of the
volume of the units that we sell. Because histbaca anticipated future exchanges of RemodulinBndso have been and are expected to k
immaterial, we do not record a reserve for esticthatechange rights in the period of sale. Lastly cesely monitor product exchange data for
both of these therapies to ensure that our assangptiontinue to be reasonable, appropriate andraurr

Adcirca

Adcirca is manufactured for us by Eli Litywyd Company (Lilly) and distributed through Lilypharmaceutical wholesaler network.
Specifically, Lilly handles all of the administredi functions associated with the sale of Adcircamonbehalf, including the receipt and
processing of customer purchase orders, shipmentsiomers, and invoicing and collection of custopgyments. In addition, sales terms for
Adcirca include return rights that extend throughibe distribution channel. We recognize sales @fifca on a gross basis (net of allowances
upon delivery to customers due to the followingdas: (1) we are responsible for the acceptahiftthe product purchased by wholesalers;
(2) we bear all inventory risk, as title and rigdass pass to us at the shipping point from Lsllyjianufacturing facility; (3) we assume credit
risk if Lilly is unable to collect amounts due frazustomers; and (4) we assume the risk and caspodduct recall, if required.

We recognize sales of Adcirca net of: @t)reated rebates (including discounts required uibslicare Part D); (2) prompt pay discou
(3) allowances for product returns; and (4) whdkssBees. We estimate our liability for rebatesdshen an analysis of historical levels of
rebates to both Medicaid and commercial thiedty payers. In addition, we determine our obiaafor prescription drug discounts required
Medicare Part D patients within the coverage gaggban estimations of the number of Medicare Parafients and the period such patients
will remain within the coverage gap. We base otimeges for prompt pay discounts on observed custgrayment behavior and
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Notes to Consolidated Financial Statements (Contirad)
2. Summary of Significant Accounting Policies (Corntued)

expectations regarding the future utilization oftsaiscounts. We derive estimates relating to Hosvance for returns from published industry
data specific to specialty pharmaceuticals andamifitinue to do so until we have sufficient histatidata on which to base our allowance. In
addition, we compare patient prescription dataAdeirca to sales of Adcirca on a quarterly basisrieure a reasonable relationship between
prescription and sales trends. To date, we havalantified any unusual patterns in the volume refspriptions relative to sales that would
warrant reconsideration of, or adjustment to, tlethmdology we currently employ to estimate ounalace for returns. Lastly, wholesaler fi
are based on contractual percentages of salesdlesaters.

Research and Development

Research and development costs are expassadurred except for refundable payments made\wwance of services to be provided to
Related expenses consist of internal labor andheeat, costs to acquire pharmaceutical productpeottiict rights for development, materials
used in clinical trials and amounts paid to thiedtjes for services and materials relating to dfegelopment and clinical trials.

We recognize the following as researcha@agelopment expense in the period related costnieuered:

. Costs associated with lsuse or contracted production activities prioreiceiving FDA approval for such facilities, or fmajor
unproven changes to our production processes;

. Costs incurred in licensing the rights to tedbgas in the research and development stage &vat ho alternative future uses;
and
. Up-front payments made in connection with arrang#ms obtain license and distribution rights taphaceutical product

candidates prior to regulatory approval, absentadt@ynative future uses.
Share-Based Compensation

Share-based awards that require cashreettieupon exercise, such as those granted und&taue Tracking Award Plans, are classified
as a liability. Accordingly, the fair value of réda cash settled awards is re-measured at eacttingpgate until awards are exercised or are
otherwise no longer outstanding. Related chang#zifiair value of outstanding cash-settled awatdsach financial reporting date are
recognized as adjustments to share-based compensapense.

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 expensgeognized in its entirety based on the grame-&&r value for stock option awards that
vest immediately upon issuance. Compensation expsreccrued for performance-based stock optiontgrahen we determine it is probable
that the performance criteria will be met. We iseae& shares of our common stock upon the exer€is®ok options.

We estimate the fair value of stock to bechased through our employee stock purchase pltwe deginning of an offering period, or
grant date, and recognize related compensatiomegp@tably over the requisite service period fffiering period). We will issue new shares
of our common stock upon the end of each offerieigoal, or exercise date.
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Income Taxes

Income taxes are accounted for in accomlavith the asset and liability method. Accordinglgferred tax assets and liabilities are
recognized for the future tax consequences ataibatto differences between the financial stateroamying 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 diffiees are expected to be recovered or settledeffédet of a change in tax rates on deferred
tax assets and liabilities is recognized in théggethat includes the enactment date. Deferredssets are reduced by a valuation allowance
when, in our judgment, it is more likely than nloat some or all of the deferred tax assets willb®tealized.

Financial statement recognition of a tagipon taken or expected to be taken in a tax residetermined based on a more likely than no
threshold of that position being sustained. Iftdpeposition meets this threshold, the benefitdadrognized is measured as the largest amou
that is more than 50 percent likely to be realigpdn ultimate settlement. It is our policy to retarterest and penalties related to uncertain ta
positions as a component of income tax expense.

Earnings (Loss) per Share

Basic earnings per share is computed biglidiy net income by the weighted average numbshafes of common stock outstanding
during the period. Diluted earnings per commonslgcomputed by dividing net income by the weidhdgerage 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, baikib and diluted loss per share is calculated tigidig the net loss by the weighted average
shares outstanding—potentially dilutive securities excluded from the calculation because thegceffiould be anti-dilutive.

Concentrations of Credit Risk, Products, RevenueslZustomers
Concentration of credit risk

Financial instruments that are exposedéditrisk consist of cash, money market funds, m@ncial paper, marketable investments, and
trade receivables. We maintain our cash and moraaiehfunds with financial institutions that areléeally insured. While balances deposited
in these institutions often exceed Federal Depnosiirance Corporation limits, we have not expemenany losses on related accounts to date
Furthermore, we limit our risk exposure by mainitagnfunds in financial institutions that we belieme creditworthy and financially sound.
Our investments in marketable debt securities lhees issued by corporate entities and federallpsped agencies with high credit ratings.
We mitigate the risks associated with holding thgpes of securities by investing in highly-ratedusrities with relatively short maturities that
we believe do not subject us to undue investmenteattit risk. At any given time, our trade receileshbare concentrated among a small numbe
of principal customers. If any of these financiatitutions, issuers or customers fail to perfoneirt obligations under the terms of these
financial instruments, our maximum exposure to piidtlosses would equal amounts reported on onsaidated balance sheets.
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Concentration of products, revenues, and customers

In the United States, we sell Remodulin @pdaso to three distributors. During the yearseehBecember 31, 2012, 2011 and 2010, net
sales of Remodulin and Tyvaso to these three ligtiis accounted for 78 percent, 81 percent anue8zent, respectively, of our total net
revenues. During the years ended December 31, 2012, and 2010, net sales of Remodulin accounteBOfgpercent, 58 percent and
68 percent, respectively, of our total net revenides sales of Tyvaso during the years ended Deeef8th 2012, 2011 and 2010 comprised
36 percent, 32 percent and 26 percent, respectifadyr total net revenues.

At December 31, 2012 and 2011, 60 percedtt8 percent, respectively, of our accounts retsé/were due from our three U.S.-based
distributors.

During the years ended December 31, 200P] 2nd 2010, we derived 56 percent, 61 percen6ammercent of our total net revenues
from one customer. Estimated net revenues fromcthgtbmer were as follows (in thousands):

Year Ended December 31
2012 2011 2010

Accredo Health Group, Inc $ 514,09 $ 455,50: $ 387,25:

3. Recently Issued Accounting Standards

In June 2011, the Financial Accounting 8tads Board (FASB) issued Accounting Standards tép@esSU) No. 2011-05Comprehensiv
Income (Topic 22—Presentation of Comprehensive Inca@i8U 2011-05). ASU 2011-05 requires entities toorépll non-owner changes in
stockholders' equity in either a single continustagement of comprehensive income, or in two sépalat consecutive statements. ASU 201
05 does not change the items that must be reporigther comprehensive income, or when an item mestclassified to net income. In
December 2011, the FASB issued ASU 2011a@nprehensive Income (Topic 220): Presentationarh@ehensive Income—Deferral of the
Effective Date for Amendments to the Presentatid®eglassifications of ltems Out of Accumulatede®@@omprehensive Income in Accoun
Standards Update No. 2011-05SU 2011-12). ASU 2011-12 defers indefinitely poons contained in ASU 2011-05 that revise exgstin
presentation requirements for reclassification stdjients from comprehensive income as the FASBdudgliberates this issue. During the
deferral period, reporting entities will continuefollow existing guidance prior to ASU 2011-05 end\SC Topic 220Comprehensive
Income, with respect to the disclosure of reclassifiaagiadjustments. Both ASU 2011-12 and ASU 2011-@atne effective for us on
January 1, 2012 and required retrospective apjgita®Dther than the presentational changes to asiclzonsolidated financial statements
required under ASU 2011-05 (as amended by ASU 2@)ladoption of ASU 2011-05 did not have any intacour consolidated financial
statements.

In February 2013, the FASB issued ASU Nil202,Comprehensive Income (Topic 220)—Reporting Amdrettassified Out of
Accumulated Other Comprehensive Income (ASU-02). ASU 2013-02 provides guidance about disclosingassification adjustments,
which was previously deferred for further delibevatby ASU 2011-12. ASU 20182 provides financial statement issuers the optadisclos:
significant amounts reclassified from accumulatdtencomprehensive income separately by each coempam either (1) a single note to the
financial statements, or
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(2) parenthetically on the face of the income statet for each line item(s) affected by the recfacsgion adjustment. ASU 2013-02 will be
effective for all interim and annual financial gatent reporting periods beginning after DecembeP@%2, with early adoption permitted. We
do not anticipate the adoption of ASU 2013-02 Wélve any impact on our consolidated financial stat&s.

4. Marketable Investments
Held-to-Maturity Investments
Marketable investments classified as heldiiturity consist of the following (in thousands):

December 31, 201,

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Governmer-sponsored enterpris $ 350,04: $ 261 $ (35 $ 350,26¢
Corporate notes and bon 280,38! 184 (140) 280,42¢
Total $ 630,42¢ $ 445 $ (175 $ 630,69

Reported under the following captions on the
consolidated balance she

Current marketable investmer $ 325,17
Noncurrent marketable investme 305,25
§ 630,421
December 31, 201
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Governmer-sponsored enterpris $ 308,20: $ 158 $ (270) $ 308,18
Corporate notes and bon 276,11¢ 11z (442) 275,78
Total $ 584,32( $ 26 $ (612) $ 583,97¢

Reported under the following captions on the
consolidated balance she

Current marketable investmet $ 240,80:
Noncurrent marketable investme 343,51°
$ 584,32(
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The following table summarizes gross urizedl losses and the length of time marketable invessts have been in a continuous unrea
loss position (in thousands):

December 31

2012 2011
Gross Gross
Fair Unrealized Fair Unrealized
Value Loss Value Loss
Government-sponsored
enterprises

Less than one ye: $ 72,727 % (35) $ 170,01t $ (170
Greater than one ye — — — —
72,72, (35) ~ 170,01 (170)

Corporate notes and bont
Less than one ye: 90,96( (14C) 149,38 (442)
Greater than one ye — — — —

90,96( (140) ~ 149,38: (442)
Total $ 163,68 $ (175 $ 319,40, $ (612

We attribute the unrealized losses on bheldwaturity securities as of December 31, 2012201dL, to the variability in related market
interest rates. We do not intend to sell thesergexs) nor is it more likely than not that we wilé required to sell them prior to the end of their
contractual term. Furthermore, we believe thesar@éxs do not subject us to undue market riskaumterparty credit risk. As such, we do not
consider any of these securities to be other thiaporarily impaired.

The following table summarizes the contataturities of held-to-maturity marketable invesnts at December 31, 2012 (in
thousands):

December 31, 201,

Amortized Fair

Cost Value
Due in less than one ye $ 325,17¢ $ 325,39:
Due in one to two yeal 305,25: 305,30¢
Due in three to five yeal — —
Due after five year — —
Total $ 630,42¢ $ 630,69¢

Trading Investments

For the years ended December 31, 2012 @bdl, 2ve had no trading investments. During the gedled December 31, 2010, we
recognized trading gains of $6.9 million.

Equity Investments

As of December 31, 2012 and 2011, we owesslithan one percent of the common stock of ag@abimpany. Our investment is
classified as available-for-sale and is reportefdiat/alue based on
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the quoted market price. We include this investmgtitin non-current marketable investments on arsolidated balance sheets.

As of December 31, 2012, we maintain equitqestments totaling approximately $8.0 millionprivately-held corporations. We account
for these investments at cost since we do not trevability to exercise significant influence oesle corporations and their fair values are not
readily determinable. The fair value of these itmets has not been estimated at December 31, 261Bere have been no events or
developments indicating the related carrying am®umy be impaired. We include these investmentsimiton-current other assets on our
consolidated balance sheets.

5. Fair Value Measurements

Assets and liabilities carried at, or pdted to be carried at, fair value are classified disclosed in one of the following categories blase
on the lowest level input that is significant téaa value measurement:

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

Level 2—Fair value is determined by using inputseothan Level 1 quoted prices that are directlindirectly observable. Inputs can
include quoted prices for similar assets and litixd in active markets or quoted prices for idesitassets and liabilities in inactive
markets. Related inputs can also include those insealuation or other pricing models such as igérates and yield curves that cal
corroborated by observable market data.

Level 3—Fair value is determined by inputs thatwamebservable and not corroborated by market tiega.of these inputs involves
significant and subjective judgment.

Assets and liabilities subject to fair valmeasurements are as follows (in thousands):

As of December 31, 201

Level 1 Level 2 Level 3 Balance
Assets
Money market funds(1 $ 77,43t $ — $ — $ 77,43¢
Federally-sponsored and corporate debt secul
(2) — 630,69¢ — 630,69¢
Available-for-sale equity investmel 47z — — 473
Total Assets $ 77,90¢ $ 630,69¢ $ — $ 708,60°
Liabilities
Convertible notes maturing in 20161 $ — $ 316,25( $ — $ 316,25(
Contingent consideration(: — — 6,73( 6,73(
$ — $ 316,25( $ 6,73( $ 322,98(
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5. Fair Value Measurements (Continued)

As of December 31, 201

Level 1 Level 2 Level 3 Balance
Assets
Money market funds(1 $ 72,90t $ — $ — $ 72,90t
Federally-sponsored and corporate debt secul
@) — 583,97t — 583,97t
Available-for-sale equity investmei 382 — — 382
Total Assete $ 73,287 $ 58397t $§ — $ 657,26
Liabilities
Convertible notes maturing in 2016 $ — $ 292500 $ — $ 292,50(
Contingent consideration(: — — 7,97: 7,97:
$ — $ 292,50 $ 7,97 $ 300,47
Q) Included in cash and cash equivalents and etable investments and cash—restricted on the guaoying consolidated

balance sheets.

(2) Included in current and non-current marketable $twents 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 sofficiently frequent to be considered Level leasSee also Note 4—
Marketable Investments—Held-to-Maturity Investmémtiiese consolidated financial statements.

) Included in non-current convertible notes—rafeNote 8—Debt—Convertible Notes Due 20f8 details. Pricing of oL
2016 Convertible Notes has been estimated usirgy otbservable inputs including the price of our nwn stock,
implied volatility, interest rates and credit sgiegamong others. Over time, we expect a moreantiarket for the 2016
Convertible Notes to develop. At that time, we intt¢o use trade data as the principal basis fosoregy fair value.

(4) Included in other liabilities on the accompiggyconsolidated balance sheets. The fair valumbfingent consideration
has been estimated using probability weighted distadl cash flow models (DCF). The DCF incorporatgel 3 inputs
including estimated discount rates that we belimaeket participants would consider relevant inipdcand the projected
timing and amount of cash flows, which are estimated developed, in part, based on the requirenspetsfic to each
acquisition agreement. We analyze and evaluate tiaérsvalue measurements quarterly to determinethér valuation
inputs continue to be relevant and appropriatewther current period developments warrant adjustsrie valuation
inputs and related measurements. Any increasesapeases in discount rates would have an inverngadton the value
of related fair value measurements, while increasecreases in expected cash flows would rasaltdorresponding
increase or decrease in fair value measurementst Becember 31, 2012 and December 31, 2011, thieof@lebt and
weighted average cost of capital used to discorojegted cash flows relating to our contingent adestion ranged frol
6.6 percent to 17.2 percent and from 8.6 perceh?18® percent, respectively. Refer also to No— Acquisitions.
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The tables below provide a reconciliatiéthe beginning and ending balances of Level 3tass®d liabilities for the years ended
December 31, 2012 and 2011 (in thousands):

Contingent
Consideration

Balance January 1, 2—Asset (Liability) $ (7,977)
Transfers into Level —
Transfers out of Level —
Total gains/(losses) realized/unrealiz

Included in earning 663

Included in other comprehensive inco (39
Purchase —
Sales —
Issuance: —
Settlement: 614
Balance December 31, 2(—Asset (Liability) $ (6,730
Amount of total gains/(losses) for the year endeddémber 31,

2012 included in earnings that are attributablthéochange in

unrealized gains or losses related to outstandagities $ 663

Contingent
Consideration

Balance January 1, 2—Asset (Liability) $ (1,899
Transfers into Level —
Transfers out of Level —
Total gains/(losses) realized/unrealiz

Included in earning (1,57%)

Included in other comprehensive inco 6
Purchase (5,877)
Sales —
Issuance: —
Settlement: 1,361
Balance December 31, 2(—Asset (Liability) $ (7,977)
Amount of total gains/(losses) for the year endedénber 31,

2011 included in earnings that are attributablihéochange in

unrealized gains related to outstanding liabili $ (1,575
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6. Accrued Expenses

Accrued expenses consist of the followiggrajor category (in thousands):

December 31
2012 2011
Royalties and rebatt $ 37,26¢ $ 33,00:
Payroll relatec 26,01 16,94*
Research relate 5,057 2,93¢
Other 4,651 4,341
Total $ 72,988 $ 57,22}

7. Share Tracking Award Plans

We maintain the United Therapeutics CorponaShare Tracking Awards Plan, adopted in Juri82R2008 STAP) and the United
Therapeutics Corporation 2011 Share Tracking AwRlds, adopted in March 2011 (2011 STAP). We refehe 2008 STAP and the 2011
STAP collectively as the "STAP" and awards graraied/or outstanding under either of these planSagP Awards." STAP Awards convey
the right to receive in cash an amount equal t@afipgeciation of our common stock, which is caltedaas the positive difference between the
closing price of our common stock on the date @feise and the date of grant. Awards generally westjual increments on each anniversary
of the date of grant over a four-year period angirexon the tenth anniversary of the date of grienEebruary 2012, the 2008 STAP was
amended to cancel any remaining awards availableifore grants thereunder. During the year endeceihber 31, 2012, the 2011 STAP was
amended to increase the total number of awardsadaiby 3.8 million. At December 31, 2012, the maxm number of awards that could be
granted under the 2011 STAP was 5.8 million, ofchit2.5 million remained available for issuance.Fabruary 4, 2013, our Board of
Directors approved a 1.4 million increase to thehbar of available STAP awards.

The STAP liability balance was $75.4 mifliand $79.9 million at December 31, 2012 and 26ddpectively, and has been included in
other current liabilities on our consolidated baksheets.

In estimating the fair value of awards, ave required to use inputs that materially imphetdetermination of fair value and the amount o
compensation expense recognized. These inputdmthe expected volatility of the price of our coomstock, the risk-free interest rate, the
expected term of awards, the expected forfeitureand 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 valgdilor is expecte
to fluctuate (expected volatility) during a periéie use historical volatility based on weekly prateservations of our common stock during
period immediately preceding an award that is etutie expected term of an award (up to a maxirofifive years). We believe the volatility
in the price of our common stock over the precediveyears generally provides the best represientaif future long-term volatility.

Risk-free interest rate-The risk-free interest rate is the average intaae consistent with the yield available on a.I.®asury note
with a term equal to the expected term of an award.
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7. Share Tracking Award Plans (Continued)

Expected term of awardsAn award's expected term reflects the estimatad period we expect an award to remain outstandlifeg.
apply the simplified method in developing an estanaf the expected term.

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

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

The table below presents the assumptioad tismeasure the fair value of awards:

December 31

2012 2011 2010
Expected volatility 32.8% 38.(% 46.8%
Risk-free interest rat 05% 05% 1.7%
Expected term of awards (in yea 3.7 3.6 4.t
Forfeiture rate 87% 7.% 6.7%
Expected dividend yiel 0% 0.0% 0.C%
A summary of the status and activity of 8RAP 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 7,795,000 $ 45.9(
Granted 1,887,10. 48.0¢
Exercisec (1,397,21) 29.3:¢
Forfeited (322,51) 54.0(
Outstanding at December 31, 2( 7,962,370 $ 49.0( 7.3 $ 56,55«
Exercisable at December 31, 2( 4,066,221 $ 43.5¢ 6.7 $ 45,45¢
Expected to vest at December 31, 2 3,228,090 $ 53.5¢ 8.t $ 10,16:

The weighted average faalue of awards granted, as of their date of grduning the years ended December 31, 2012, 201 2@bd wa:
$21.28, $27.80 and $26.23, respectively.
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Share-based compensation expense (beregfitynized in connection with the STAP is as folldim thousands):

Year Ended December 31

2012 2011 2010

Research and developme $ 11,13C $ (8,190 $ 42,79:
Selling, general and administrati 14,49( (8,029 47,92¢
Cost of product sale 1,23( (1749 —
Share-based compensation expense (ben

before taxe: 26,85( (16,387 90,71"
Related income tax (benefit) expel (9,909 6,05¢ (33,56%)
Share-based compensation expense (ben

net of taxe: $ 16,94t $ (10,329 $ 57,15.
Share-based compensation capitalized as

of inventory $ 27 % (209 $ 3,00:

Cash paid to settle STAP exercises dutiegyears ended December 31, 2012, 2011 and 2019348 million, $28.7 million and
$32.9 million, respectively.

8. Debt
Convertible Notes Due 2016

On October 17, 2011, we issued at par v&25%9.0 million of 1.0% convertible senior notege @eptember 15, 2016 (2016 Convertible
Notes). We received $242.5 million in net proceledm the offering after deducting fees paid to ithigal purchaser (Deutsche Ba
Securities, Inc.) and our offering expenses. Wel tise net proceeds to: (1) repurchase shares afomamon stock under an accelerated share
repurchase arrangement as described in Note Stekholders' Equity—Share Repurchaaad (2) pay the net cost of the convertible note
hedge and warrant transactions described belowattelerated share repurchase, convertible nogehsmal warrant transactions were all
entered into with Deutsche Bank AG London BrancB (ndon), an affiliate of Deutsche Bank Securities., and became effective on the
issuance date of the 2016 Convertible Notes. Wergayest semi-annually on March $5and September 18 of each year. The initial
conversion price is $47.69 per share and the marimumber of shares underlying the debt is approtdip®.2 million shares.

Conversion can occur: (1) any time aftereJti5, 2016; (2) during any calendar quarter thi&ai’s a calendar quarter in which the price
our common stock exceeds 130 percent of the coiovepsice for at least 20 days during the 30 cousee trading-day period ending on the
last trading day of the quarter; (3) during thedensecutive trading-day period following any fa@nsecutive trading-day period in which the
trading price of the 2016 Convertible Notes is I 95 percent of the closing price of our comrsmek multiplied by the then current
number of shares underlying the 2016 Convertibleebid4) 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 NASDAGp&ISelect Market, the NASDAQ
Global Market, or the New York Stock
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Exchange, or any of their respective successorsf Aecember 31, 2012 and 2011, none of the coatihngonversion thresholds described
above were met in order for the 2016 Convertibléedo be convertible at the option of the notetiddAs a result, the 2016 Convertible
Notes have been classified as a-current liability on our consolidated balance shet December 31, 2012 and 2011. In future fir@nci
reporting periods, the classification of the 2018 1@ertible Notes may change depending on whetheohthe above contingent criteria have
been subsequently satisfied.

At December 31, 2012, the aggregate coreralue of the 2016 Convertible Notes exceeded far value by $30.0 million using a
conversion price of $53.42, the closing price af cammon stock on December 31, 2012.

Upon conversion, holders of our 2016 Cotibler 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 unaeyltfie 2016 Convertible Notes multiplied by thentlearrent conversion price per share);
and (2) to the extent the conversion value exctezlpar value of the notes, shares of our comnmaokstn the event of a change in control, as
defined in the indenture under which the 2016 Cdile Notes have been issued, holders can regsite purchase all or a portion of their
2016 Convertible Notes for 100 percent of the rigitasvalue plus any accrued and unpaid interest.

The 2016 Convertible Notes provide forleatent wholly or partially in cash; therefore, we aequired to account for their liability and
equity components separately so that the subsegergnition of interest expense reflects our nonvertible borrowing rate. Accordingly,
estimated the fair value of the 2016 Convertibledsavithout consideration of the conversion optisrof the date of issuance (Liability
Component). The excess of the proceeds receivadlmwestimated fair value of the Liability Compahétaling $57.9 million has been
recorded as the conversion option (Equity CompQgreemd a corresponding offset has been recognizaddesount to the 2016 Convertible
Notes to reduce their net carrying value. We areréiming the discount over the fi-year period ending September 15, 2016 (the exgditte
of the Liability Component) using the interest nattand an effective interest rate of 6.7 percehtclvcorresponds to our estimated non-
convertible borrowing rate at the date of issuance.

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

Year Ended December 31

2012 2011 2010

Contractual coupon rate of inter $ 2500 $ 1,51C $ 1,25C
Discount amortizatiol 10,48: 16,11¢ 15,70¢
Interest expen—convertible notes(1 $ 12,98 $ 17,62¢ $ 16,95¢

Q) Interest expense recognized in connection aithconvertible notes for the each of the yeadedrDecember 31,
2011 and 2010 includes the effective interestiraiab a prior issue of convertible notes that mediin October
2011 (2011 Convertible Notes). We accounted fol2hEl Convertible Notes in a manner similar to tifahe
2016 Convertible Notes using an effective interast of 7.5 percent over an expected life of fiearng.
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The carrying value of our convertible natessisted of the following (in thousands):

December 31

2012 2011
Principal balanc $ 250,000 $ 250,00(
Discount, net of accumulated amortization of $13,60
and $2,11¢ (45,337 (55,820)
Carrying amoun $ 204,66° $ 194,18(

Convertible Note Hedge and Warrant Transactions

In connection with the issuance of our 2CHivertible Notes, we entered into separate caitlenote hedge and warrant transactions
with DB London to reduce the potential dilutive iagb upon the conversion of our convertible notess®ant to the convertible note hedge, we
purchased call options granting us the right tauaequp to approximately 5.2 million shares of cammon stock with a strike price of $47.69.
The call options become exercisable upon conversitine 2016 Convertible Notes, and will terminap®n the maturity of the 2016
Convertible Notes or the first day the 2016 CorilstNotes are no longer outstanding, whicheveuoxéirst. We also sold DB London
warrants to acquire up to approximately 5.2 millgirares of our common stock with a strike pric@#.56. The warrants will expire
incrementally on a series of expiration dates sgiset to the maturity date of our 2016 Converthit#es. Both the convertible note hedge ant
warrant transactions will be settled on a net-sbhasss. If the conversion price of our 2016 CorileértNotes remains between the strike prices
of the call options and warrants, our shareholddésot experience any dilution in connection witke conversion of our 2016 Convertible
Notes; however, to the extent that the price ofammmon stock exceeds the strike price of the wgsran any or all of the series of rela
incremental expiration dates of the warrants, wiebei required to issue shares of our common stodkB London.

In addition, the warrants we sold to DB Hon in connection with our 2011 Convertible Notepieed in March 2012. Since the price of
our common stock over the series of the warrargstation dates did not exceed their strike prige,were not required to issue any shares of
our common stock to DB London upon expiration & @arrants

Mortgage Financing—Wells Fargo

In December 2010, we entered into a Cregieement with Wells Fargo Bank, National Associat{Wells Fargo) and Bank of America,
N.A., pursuant to which we obtained $70.0 milliardiebt financing. The Credit Agreement has a -eight month term maturing in December
2014 and is secured by our facilities in Reseamingle Park, North Carolina and Silver Spring, fand. Annual principal payments are
based on a twenty-five year amortization schedsiegua fixed rate of interest of 7.0 percent areddhtstanding debt bears a floating rate of
interest per annum based on the one month Londerbbnk Offer Rate (LIBOR), plus a credit sprea®db percent, or approximately
4.0 percent as of December 31, 2012. Alternativglyhave the option to change the rate of intexfestged on the loan to 2.75 percent plus th
greater of: (1) Wells Fargo's prime rate, (2) thaefral funds effective rate plus 0.05 percent3pt (BOR plus 1.0 percent. Subsequent to
June 30, 2012, we are permitted to prepay theldadamce in its entirety without being subject forepayment premium or penalty.
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The Credit Agreement subjects us to thiedohg financial covenants: (1) a maximum consdkdbleverage ratio of 2.5:1.0, calculated as
the ratio of our consolidated indebtedness to "Glidated EBITDA" which is defined as consolidatest mcome, adjusted for the following as
applicable: (i) interest expense; (ii) income taX@g non-cash license fees; (iv) depreciatiord @mortization; (v) impairment charges; and
(vi) share-based compensation (stock option anceghacking awards expense), to be measured &e ¢dist day of each fiscal quarter on a
rolling four quarter basis; and (2) minimum liquidof no less than $150.0 million. Under the Créditeement, minimum liquidity is defined
as the sum of our cash and cash equivalents, pduisir value of our marketable investments aheflast day of a fiscal quarter less the sul
indebtedness that matures within the next twelvathmand the liability related to vested STAP awadndexcess of $50.0 million. In addition,
the Credit Agreement subjects us to various custpmegative covenants. As of December 31, 2012yare in compliance with these
covenants.

Mortgage Financing—Midland Loan Services (PNC Barik.A.)

In November 2011, we assumed a mortgageifoaonnection with the acquisition of an officgilding that is located adjacent to our
corporate headquarters. The mortgage loan is sbyréhe acquired office building. The outstandimipcipal balance on the mortgage loan o
$3.7 million as of December 31, 2012 bears inteae6t35 percent per annum. The loan is payahieonthly installments which are based ¢
thirty-year amortization schedule. The loan maturedune 1, 2016, at which time the remaining fpaidalance of approximately
$3.4 million will be due in full.

As of December 31, 2012, future maturitiEating to our mortgage financings are as follgiwghousands):

Year Ended December 31

2013 $ 1,31
2014 66,64
2015 97
2016 3,49(
2017 114

Total $ 71,65¢

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

Year Ended December 31

2012 2011 2010

Interest expens $ 17,54 $ 22,20¢ $ 19,81

Capitalized interes (90%) (842) (103)
Total $ 16,63¢ $ 21,360 $ 19,74
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Operating Leases

We lease facilities space and equipmeneuogerating lease arrangements that have ternsngxpt various dates through 2020. Certair
lease arrangements include renewal options andedéisceclauses. In addition, various lease agre¢sterwhich we are party require that we
comply with certain customary covenants throughbeatterm of these leases. If we are unable to cpmipth these covenants and cannot reacl
a satisfactory resolution in the event of noncoarle, these agreements could terminate.

Future minimum lease payments under nowalable operating leases are as follows (in thalsan

Year Ending December 31

2013 $ 3,37¢
2014 3,28¢
2015 3,26¢
2016 3,031
2017 2,751
Thereaftel 2,42¢

$ 18,13

Total rent expense was $3.6 million, $4ibiom and $2.7 million for the years ended DecembBg, 2012, 2011 and 2010, respectively.
Milestone Payments

We are party to certain license agreemastdescribed in Note 13-Assignment and License Agreemeantd acquisition agreements as
described in Note 16-Acquisitionsbelow. Generally, these agreements require thahale milestone payments in cash upon the achiewe
of certain product development and commercializagoals and payments of royalties upon commereaiaks

Future milestone payments based on ounatts of the timing and probability of achievindestones specified under these arrangen
have been estimated as follows (in thousands):

Year Ending December 31 @
2013 $ 1,28(
2014 2,01(C
2015 —
2016 5,91(
2017 10,07«
Thereafte 8,59:
Total $ 27,86

(1) The amounts and timing of future milestone paymerag vary depending on when related milestoneshaill
attained, if at all
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Research Agreement

We maintain a research agreement with thigausity of Oxford (Oxford) to develop antivirabmpounds. Research under this agreemen
is performed by Oxford Glycobiology Institute, whits headed by a member of our Board of Directacs@ur scientific advisory board. Unc
the terms of the agreement, we are required to feladed research activities and make milestonengays for the successful completion of
clinical trials. We are also obligated to pay rdiga to Oxford equal to a percentage of our netsseibm any discoveries and products
developed by Oxford. Milestone payments and rogaléire subject to reduction depending upon thirtsgantributions to discoveries and/or
third-party licenses necessary to develop prodirt8ugust 2010, the term of the research agregmsérith was to expire on September 30,
2011, was extended through September 2016. In ctinnewith the extension of the term, we agreefday Oxford a total of $2.9 million
(using the then prevailing exchange rate) in sedual installments. As of December 31, 2012, agprately $2.3 million remains outstanding.
In addition, in December 2012, we amended our agee¢ with Oxford, under which we agreed to pay @dfan additional $871,000 in the
aggregate (using the exchange rate as of the anesmidiate) in thirty-six equal installments for aaial work supporting the development of
our virology platform beginning in January 2013.ribg the years ended December 31, 2012, 2011 ab@, 2& incurred $577,000, $658,000
and $610,000, respectively, in expenses undeethestof the agreement.

From time to time, we may enter into otbervice agreements with Oxford relating to spedéeelopment activities that are outside the
scope of our research agreement described abovendMeed expenses of $336,000, $550,000 and $80%dlating to these additional
services during the years ended December 31, 2014, and 2010, respectively.

10. Stockholders' Equity
Equity Incentive Plan

We maintain an equity incentive plan (EliRfier which we may grant stock options. The ElRvigies for the issuance of up to
29.9 million shares of our common stock. As of Dmber 31, 2012, there were 11.0 million shares ramgifor issuance under the EIP, of
which approximately 10.9 million were reservedifmuance to our Chief Executive Officer. If grantegtions awarded under the EIP are
nontransferable, carry a maximum contractual tefitermyears and typically vest in equal annualéneents over a maximum period of three
years, except for awards to our CEO, which vesteaiately upon grant in accordance with the termseofemployment agreement. T
exercise price of related stodiption awards can be no less than the fair markeievof our common stock on the date of grant.dtiislly, we
have issued new shares of our common stock upoextreise of options.

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 sulijgeissumptions that can materially impact thevestion of fair value and related
compensation expense. These assumptions includxpleeted volatility of our common stock, rike interest rate, the expected term of s
option awards, expected forfeiture rate and theeetqul dividend yield.
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A description of the key inputs used iriraating the fair value of stock options is providaslow:

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 peridtle use historical volatility based on weekly prateservations of our common stock during
period immediately preceding a stock option grhat ts equal to the expected term of the grantdquaomaximum of five years). We believe
volatility in the price of our common stock as ma&sl over the preceding five years provides abkdigrojection of future longerm volatility.

Risk-free interest rate-The risk-free interest rate is the average intaae consistent with the yield available on a.I.®asury note
with a term equal to the expected term of a stqatloa grant.

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

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

employees.

Expected dividend yieldWe do not pay dividends on our common stock andat@xpect to do so in the future. Therefore divedend
yield is assumed to be ze

The following weightedverage assumptions were used in estimating thedhie of stock options granted to employees (idendt gran
any stock options during the year ended Decemhe2(Ril1):

Year Ended
December 31,
2012 2010

Expected volatility 41.6% 45.2%
Risk-free interest rat 0.7% 2.1%
Expected term of options (in yea 5.C 5.1
Forfeiture rate 0.C% 0.C%
Expected dividend yiel 0.C% 0.C%

A summary of the status and activity of éogpe 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 492337 $ 36.9¢
Granted 153,22! 53.4:
Exercisec (519,55) 24.8¢
Forfeited (6,000 7.5¢
Outstanding and exercisable at December 31
2012 4,551,051 $ 38.9¢ 52 $ 71,16
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The weighted average fair value of emplosteek options granted during the years ended DeeeBil, 2012, 2011 and 2010, was $1¢
none and $26.14, respectively. The total fair vaitreested employee stock options was $3.0 mill&ing million and $29.0 million for the
years ended December 31, 2012, 2011 and 2010 ctasgpe.

Total share-based compensation expengingeta employee stock options is as follows (iaukands):

Year Ended December 31

2012 2011 2010
Research and developme $ — $ 19€ $ 3,08
Selling, general and administrati 3,02 31E 19,26¢
Sharebased compensation expense before t 3,02¢ 511 22,35
Related income tax bene (1,115 (189 (8,226
Shar-based compensation expense, net of t $ 1,90¢ $ 32z $ 14,12¢
Shar-based compensation capitalized as part of invel $ — $ 15 % 29C

As of December 31, 2012, all employee stmutkons were fully vested; consequently, thereeway amounts of unrecognized
compensation cost remaining.

Employee and non-employee stock optionagerdata is summarized below (dollars in thousands

Year Ended December 31

2012 2011 2010
Number of options exercist 575,94: 837,69( 3,335,11.
Cash received from options exercis $ 14,290 $ 24,39t $ 85,42°
Total intrinsic value of options exercis $ 15,50¢ $ 30,64« $ 102,90!
Tax benefits realized from options exerci: $ 3,05/ $ 11,347 $ 23,82¢

Employee Stock Purchase Plan

In June 2012, our shareholders approvetlttieed Therapeutics Corporation Employee StoclcRase Plan (ESPP), which has been
structured to comply with Section 423 of the Int#riRevenue Code of 1986. The ESPP provides eligiblployees the right to purchase share
of our common stock at a discount through eleaiseumulated payroll deductions at the end of e#feling period. Offering periods occur in
consecutive six-month periods commencing on Sepge®ith and March 5th of each year. The initialsignth offering period began on
September 5, 2012. Eligible employees may conteiloptto 15 percent of their base salary, subjecettain annual limitations as defined in
ESPP, to purchase shares of our common stock. Tiichase price of the shares is equal to 85 peofehe closing price of our common stock
on either the first or last trading day of a gia#fering period, whichever is lower. In additiohetESPP provides that no eligible employee
purchase more than 4,000 shares of our common dtoakg any offering period. The ESPP has a twgegr term and limits the aggregate
number of shares that can be issued to 3.0 million.
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Related shareased compensation expense for the year ended bec@&h, 2012 was $240,100. We estimate the fairevaf the shares
our common stock to be purchased under the ESIPB tie Black-Scholes-Merton model, which require$aumake subjective judgments in
developing inputs that could materially impact ghhased compensation expense.

The weighted average assumptions useditoate the fair value of the shares to be purchasel@r our ESPP are as follows:

Initial Offering Period
beginning September 5,

2012
Expected volatility 29.(%
Risk-free interest rat 0.1%
Expected term (in year 0.5
Expected dividend yiel 0.C%
Expected forfeiture rat 4.€%
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Earnings per Share
The components of basic and diluted easpey share are as follows (in thousands, excepthage amounts):

Year Ended December 31

2012 2011 2010
Numerator:
Income from continuing operatiol $ 304,44: $ 217,24: $ 111,20t
Income (loss) from discontinued
operations — 62& (5,290
Net income $ 304,44: $ 217,86¢ $ 105,91t
Denominator
Weighted average outstanding shares-
basic 52,09: 57,16 56,14:
Effect of dilutive securities(1,
Convertible Senior Note 21¢ 56¢ 2,131
Warrants — 263 —
Stock options 96¢ 1,40( 1,24:
Weighted average sha—diluted 53,28( 59,39¢ 59,51¢
Earnings per common sha
Basic
Continuing operation $ 584 $ 3.8C $ 1.9¢
Discontinued operatior $ 0.0C $ 0.01 $ (0.09
Net income per basic common sh $ 584 $ 381 % 1.8¢
Diluted
Continuing operation $ 571 $ 3.6¢ $ 1.87
Discontinued operatior $ 0.0C $ 0.01 $ (0.09
Net income per diluted common
share $ 571 $ 3.67 $ 1.7¢
Stock options and warrants excluded froi
calculation(2) 11,86: 16,29¢ 13,53

(1) Calculated using the treasury stock method.

(2) Certain stock options and shares associated withanvertible senior notes,
convertible note hedge and warrants have beendealfrom the calculation
as their impact would be antidilutiv

Share Repurchases

In October 2011, our Board of Directorsramed a share repurchase program authorizing 8@0.0 million in aggregate repurchases o
our common stock at our discretion, over a two-yeaiod ending in October 2013 (Repurchase Progremtpnnection with the Repurchase
Program, we paid $212.0 million for an acceleratieare repurchase agreement (ASR) entered intoDfthondon in October 2011, under
which we repurchased approximately 4.7 million slaf our common stock in
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October 2011. In May 2012, we completed the RemsgehlProgram by acquiring approximately 2.0 milkbares of our common stock at an
aggregate cost of $88.0 million.

In June 2012, our Board of Directors auttet the repurchase of up to an additional $100l@mof our common stock (2012
Repurchase Program). The 2012 Repurchase Progiaambeeffective for a one-year period beginning 3dly2012. In November 2012, we
completed the 2012 Repurchase Program by acquppgoximately 2.0 million shares of our common ktatan aggregate cost of
$100.0 million.

On February 4, 2013, we announced thaBoard of Directors authorized a new share repuepagsgram for up to $420.0 million in
aggregate repurchases of our common stock in opeketor privately negotiated transactions frometitm time at our discretion. The
repurchase authorization will become effective avene-year period beginning on March 4, 2013.

Shareholder Rights Plan

In June 2008, we entered into an AmendeldRestated Rights Agreement with The Bank of NewkYas Rights Agent (the Plan), which
amended and restated our original Rights Agreeiateid December 17, 2000. The Plan, as amendectstaded, extended the expiration date
of the Preferred Share Purchase Rights (Rights) december 29, 2010 to June 26, 2018, and increhsequlirchase price of each Right from
$64.75 to $400.00, respectively. Each Right emtitlelders to purchase one one-thousandth of a ehateg Series A Junior Participating
Preferred Stock. Rights are exercisable only upgraoquisition by another company, or commencerokattender offer that would result in
ownership of 15 percent or more of the outstandimayes of our voting stock by a person or grouglédied under the Plan) without our prior
express written consent. As of December 31, 20&2have not issued any shares of our Series A Pedf&tock.
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Components of income tax expense (bereityist of the following (in thousands):

Year Ended December 31

2012 2011 2010

Current:

Federal $ 83,90 $ 54,13 $ 25,04¢

State 13,94¢ 8,94¢ 1,792

Foreign 65¢ 544 84¢€
Total curren 98,511 63,62¢ 27,68«
Deferred

Federal 37,25¢ 11,22¢ (1,619

State (415) (2,42¢) 1,881

Foreign 182 641 (1,289
Total deferrec 37,02¢ 9,441 (1,027)
Other noi-current

Federal 572 7,60¢ 15,67:

State 114 1,621 1,06¢

Foreign 3 (4179) 543
Total other 69C 8,80¢ 17,28:
Total income tax expent $ 136,22¢ $ 81,87« $ 43,94t

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

Year Ended December 31

2012 2011 2010
Federal tax provision computed at 3! $ 154,23! $ 105,01¢ $ 54,30:
State tax provision, net of federal tax provis 9,14¢ 5,54¢ 1,43
General business cred (20,980) (15,77¢ (14,759
Incentive stock option expen (479 (290 (1,209
Section 199 deductic (15,629 (8,097) (3,627)
Nondeductible compensation expe 2,60¢ (2,607 7,342
Nondeductible expens: (2,67¢€) (1,929 451
Total income tax expen: $ 136,22¢ $ 81,87 $ 43,94
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Components of the net deferred tax asseasfollows (in thousands):

December 31

2012 2011
Deferred tax asset
General business cred $ 25,83 § 72,18¢
Impairment losses on investme 2,88¢ 2,89:
Realized losses on marketable investm 2,09t 2,101
License fees capitalized for tax purpo 74,96¢ 69,72(
Nonqualified stock option 30,87: 31,46:
SERP 14,59 12,16¢
STAP award: 20,23¢ 21,50:
Other 31,53¢ 22,01t
Total deferred tax asse 203,01! 234,04!
Deferred tax liabilities
Plant and equipment principally due to differenicedepreciatior (31,429 (28,416
Other (1,22)) (1,227
Net deferred tax asset before valuation allowz 170,36t 204,40:
Valuation allowanct (5,66%) (5,45¢)
Net deferred tax asse $ 164,70. $ 198,94

Deferred tax assets are reduced by a vafuatlowance when, in our judgment, it is moreslikthan not that some portion or all of the
deferred tax assets will not be realized. In evidgeour ability to realize deferred tax assets,cmmsider all available positive and negative
evidence. Accordingly, we consider past operatemyits, forecasts of earnings and taxable incomeereversal of temporary differences and
any prudent and feasible tax planning strategiesire increases in the valuation allowance wouddltén a corresponding charge to earnings
in the period such a determination is made. Comlgréuture reductions to the valuation allowanaauld result in the recognition of a tax
benefit in the period we conclude a reduction israraed.

As of December 31, 2012, we had businessredit carryforwards of approximately $25.8 naifi These carryforwards expire in 2031
and 2032. All business tax credit carryforwardsegated in prior years that were subject to limitiasi on their use in accordance with Internal
Revenue Code Section 382 (Section 382) have bdaedt We are currently reviewing our stock traglimstory for the year ended
December 31, 2012 to ascertain whether any fudhwership changes have occurred pursuant to Se28idn
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A reconciliation of the beginning and erglalances of unrecognized tax benefits for thesymalicated is as follows (in thousands):

Unrecognized tax benefits at January 1, 2 $ 1,73
Gross increas—tax positions in prior perio 14¢€
Gross decreas—tax positions in prior perio (36¢)

Gross increas—tax positions in the current perir —
Gross decreas—tax positions in current peric —

Settlement: —
Lapse of statute of limitatior —
Unrecognized tax benefits at December 31, - $ 1,511
Unrecognized tax benefits at January 1, 2 $ 7,40¢
Gross increas—tax positions in prior perio 50C
Gross decreas—tax positions in prior perio (7,40€)
Gross increas—tax positions in the current peri 1,23
Gross decreas—tax positions in the current peri —
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 decreas—tax positions in the current peri —
Settlement: —
Lapse of statute of limitatior —

Unrecognized tax benefits at December 31, - $ 7,40¢

During the year ended December 31, 20Hl|riternal Revenue Service (IRS) completed itstawdiour 2009 and 2008 tax years and
based on the results of these audits, we decreasadserves for uncertain tax positions by $7 Hioni Included in unrecognized tax benefits
at December 31, 2012, 2011 and 2010, is $1.0 mjlid..3 million and $453,000, respectively, of bkenefits that, if recognized, would impact
the effective tax rate. For the year ended DecerdbeP012, we accrued $35,000 in interest expeglaéing to uncertain state tax positions.
the years ended December 31, 2011 and Decemb2038Q, we did not accrue, or recognize, any inteaedtpenalties related to uncertain tax
positions.

We are subject to federal and state tamatiadhe United States and various foreign jurigdics. Currently, our 2011 and 2010 tax years
are subject to examination by the IRS and our &ty from 2009 to 2011 are subject to examinatyostdite taxing authorities. We are
unaware of any positions for which it is reasongigsible that the total amounts of unrecognizedéaefits will significantly increase or
decrease within the next twelve months.
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Supplemental Executive Retirement Plan

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

Participants who retire at age 60 or ohtereligible to receive monthly payments basedroaverage of their total gross base salary ove
the last 36 months of active employment, subjecettain adjustments. Related benefit payments cememon the first day of the sixth month
after retirement and will continue through the ra@mar of the participant's life. Alternatively, paipants can elect to receive a lump sum
distribution equal to the present value of theneated monthly payments that would have been redaipen retirement. As of December 31,
2012 and 2011, all SERP participants had electeddmive a lump sum distribution. Participants wdmninate employment for any reason
other than death, disability, or change in corpradr to age 60 will not be entitled to any berefinder 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 Rbdoisit was $5.1 million as of December 31, 2012 2(itil. Investments held in the rabbi ti
are included under restricted marketable investsand cash on our consolidated balance sheets.

We recognize the unfunded balance of theFSEs a liability on our consolidated balance she&ihce we do not fund the SERP, the
liability is equal to the projected benefit obligat as measured at the end of each fiscal yeaerisqgs related to the SERP are capitalized as
part of inventory and also reported within selliggneral and administrative and research and dewvelot expenses in the accompanying
consolidated statements of operations.

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

Year Ended
December 31,
2012 2011

Projected benefit obligation at the beginning & ylear $ 32,95. $ 26,42
Service cos 4,31¢ 4,25k
Interest cos 1,47¢ 1,35¢
Plan amendmen — 1,597
Actuarial loss (gain 8,46¢ (683)
Projected benefit obligation at the end of the » $ 47,20t $ 32,95:
Fair value of plan assets at the end of the — —
Unfunded at end of the year( $ 47,20t $ 32,95.

(1) Included within other liabilities on our consoliddtbalance sheel
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The accumulated benefit obligation for 8#RP, a measure that does not consider futureaisesan participants' salaries, was
$33.2 million and $20.8 million at December 31, 2@hd 2011, respectively.

Future estimated benefit payments, basezliment assumptions, including election of lumpgdlistributions and expected future service
are as follows (in thousands):

Year Ended December 31

2013 $ —
2014 —
2015 24,28¢
2016 —
2017 —
201¢-2022 22,45¢

$ 46,74

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

Year Ended
December 31,
2012 2011
Discount Rate 3.3% 4.4%
Salary Increase 5.0(% 5.0(%

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

Year Ended December 31

2012 2011 2010
Service cos $ 4,31t $ 4,25¢ $ 3,68¢
Interest cos 1,47¢ 1,35¢ 88:<
Amortization of prior service co: 827 773 37C
Amortization of net actuarial los — 91 11¢€

Total $ 6,617 $ 6,47 $ 5,05¢
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Amounts relating to the SERP that have lreengnized in other comprehensive income arels® (in thousands):

Year Ended December 31

2012 2011 2010

Net unrecognized actuarial loss (ge $ 8462 $ (775 $ 1,78¢
Net unrecognized prior service ci (827) 824 5,08
Total 7,631 51 6,86¢
Tax (2,807 (44 (2,519
Total, net of ta $ 483C $ 7 $ 4,358

The table below presents amounts relatirthe SERP included in accumulated other compréheiess that have not yet been recogn
as a component of net periodic pension cost ortonsolidated statements of operations (in thougands

Year Ended December 31

2012 2011 2010

Net unrecognized actuarial lo $ 11,75¢ $ 3,298 $ 4,06¢
Net unrecognized prior service ci 6,52¢ 7,352 6,52¢
Total 18,28: 10,64’ 10,59¢
Tax (6,749 (3,93¢) (3,899
Total, net of tay $ 11,54 $ 6,711 $ 6,702

Estimated amounts included in accumulatedracomprehensive income as of December 31, 2tZate expected to be recognized as
components of net periodic pension cost on ouestant of operations for the year ended Decembe2@lI3 comprise the following (in
thousands):

Amortization of prior service co: $ 827
Amortization of net actuarial lo¢ 802
Total $ 1,62¢

Employee Retirement Plan

We maintain a Section 401(k) Salary ReducRlan which is open to all eligible full-time elopees. Under the 401(k) Plan, eligible
employees can make pre-tax contributions up tatat limits. Currently, we make discretionary ntatgy contributions to the 401(k) Plan
equal to 40 percent of a participant's electedgaleferral. Matching contributions vest immedigtigr participants who have been employed
for three years; otherwise, matching contributieast annually, in one-third increments over a threar period until the three-year
employment requirement has been met. Expensesdetfathe 401(k) Plan were $2.1 million, $1.7 roilliand $1.4 million for the years ended
December 31, 2012, 2011 and 2010, respectively.
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GlaxoSmithKline PLC

In 1997, GlaxoSmithKline PLC (Glaxo) assdrto us patents and patent applications for theofithe stable prostacyclin analogue 15 -
(now known as treprostinil) for the treatment ofHPAnd congestive heart failure. Under the agreent@ako is entitled to receive royalties on
sales exceeding a specified threshold for a minimanod of ten years (or until expiration of theeinsed patents) following the date of the
commercial sale of any product containing treprilsti he terms of the agreement provide Glaxo sghtnegotiate a license with us if we
license any part of the marketing rights underatpeeement to a third party. Additionally, if we gtany third-party license rights to
treprostinil-based products, Glaxo would be erditie a percentage of all related fees that we woeddive on such arrangements.

Pfizer Inc.

Pursuant to a 1996 license agreement, iHfize (Pfizer) exclusively licensed to us pateantsl a patent application for the composition
production of treprostinil. Related royalties aeeluced by up to 50 percent in the event that werg@galties to a third party in order to market
or develop treprostinil. Pfizer was entitled togaeoyalties for a period of ten years from theddtthe first commercial sale of any product
containing treprostinil. Our royalty obligation Rfizer ended during the second quarter of 2012.

Supernus Pharmaceuticals, Inc.

In June 2006, we entered into an exclusbemse agreement with Supernus Pharmaceuticals($apernus) for the use of certain
technologies developed by Supernus in our sustagledse oral treprostinil tablet. The agreemenuires us to make milestone payments to
Supernus in connection with the development of wegdrostinil and its commercial launch. Additidgalve will pay a royalty to Supernus
based on net sales of oral treprostinil. Royaltidksbe paid for approximately twelve years commiagowith the first commercial sale subject
to adjustments.

Eli Lilly and Company

In November 2008, we acquired from Lillyclisive rights to develop, market, promote and cenuialize Adcirca for the treatment of
pulmonary hypertension in the United States andtBurico. In exchange for these license rightsageeed to pay Lilly, among other fees,
royalties of 5 percent of our net sales of Adcisaa pass through of Lilly's third-party royaltylightions for as long as Lilly is required to
make such royalty payments. Pursuant to the tefroardicense arrangement, Lilly manufactures aistritbutes Adcirca for us via its
wholesaler network in the same manner that itidistes its own pharmaceutical products. We purchakérca from Lilly at a fixed
manufacturing cost, which is subject to adjustnisnttilly from time to time. The terms of this liceimg arrangement will continue generally
until the later of (1) the expiration or lapse lo¢ tast to expire claim within a Lilly patent cowey commercialization of Adcirca, or
(2) expiration of any government conferred exclifgivights to Adcirca. In addition, at Lilly's disetion the license agreement may be
terminated in the event that we undergo a changeritrol.
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National Cancer Institute

In July 2010, we entered into a Coopera®esearch and Development Agreement (CRADA) wighNlational Cancer Institute (NCI) of
the United States National Institutes of Healticababorate on the late-stage development and atmyl agency submissions of Chimeric
Monoclonal Antibody 14.18 (Ch14.18) for childrentivhigh-risk neuroblastoma and patients with ottearcers. Neuroblastoma is a rare
cancer of the sympathetic nervous system maingctiffg children. Under the terms of the CRADA, Nf@ks completed a second phase I
clinical trial to define more clearly the safetydaoxicity profile of Ch14.18 immunotherapy in advién and we are developing the commercial
manufacturing capability for the antibody. As pafrtieveloping our commercial manufacturing capahbilive will need to demonstrate
comparability of our Ch14.18 to the NCI-producedl@i 8, which typically includes a series of analgtiand bioanalytical assays and human
pharmacokinetics. The human pharmacokinetics studyrrently open for enroliment in the United $&tThe NCI studies, including the
previously-conducted phase Il study and all ostadies supported by NCI will be used in suppor bfologics license application we plan to
file seeking FDA approval of Ch14.18 immunotherégythe treatment of neuroblastoma.

Toray Industries, Inc.

In 2000, we entered into an agreement Wattay Industries, Inc. (Toray) to obtain exclusights to develop and market beraprost, a
chemically stable oral prostacyclin analogue, sustained release formulation in the United StatesCanada for the treatment of all
cardiovascular indications. In 2007, we amendedatireement to expand our rights to commercializ®édified release formulation of
beraprost (beraprost-MR). As part of the 2007 amesmd, we issued 400,000 shares of our common $boCkray with certain put rights,
under which upon 30 days' prior written notice,dyomay request at its discretion that we repurchizese shares at a price of $27.21 per s
Accordingly, we classified the value of the shaméthin temporary equity on our consolidated balasiseets. In the event that Toray requests
that we repurchase these shares, we will recladsfyepurchase value of the stock as a liabilityl settlement. The 2007 amendment also
provided for certain milestone payments duringabeelopment period and upon receipt of regulatppraval in the United States or the
European Union.

In July 2011, we amended our license agememwith Toray. The amendment did not materiallgraye the terms of our license agreemen
except for a reduction in royalty rates. In exctef@ the reduction in royalty rates, we agreefay Toray $50.0 million in equal, non-
refundable payments over the five-year period endir2015. Since these payments are non-refundadadnave no contingencies attached to
them, during the year ended December 31, 2011ew@gnized an obligation and a corresponding chargesearch and development expense
of $46.3 million, which represents the present gatithe related payments discounted by our estidnadirrent cost of debt at the date the
contract was amended. As of December 31, 2012emuaining obligation to Toray under this agreenveas $30.0 million.

Pluristem License Agreement

In June 2011, we entered into a licenseexgent with Pluristem Ltd. (Pluristem) for exclesivorldwide rights to develop and
commercialize a cell-based product for the treaté&RAH using Pluristem's proprietary PLX celllheology. The license agreement became
effective in August 2011, at
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which time we made a one-time, non-refundable payrE$7.0 million to Pluristem, $5.0 million of wdh consisted of a license fee that was
charged to research and development expenses doenygar ended December 31, 2011. The agreemayritips for additional milestone
payments to Pluristem at various stages, as wethyagdties on commercial sales.

Ascendis Pharma A/S

In September 2012, we signed an exclusiveeanent with Ascendis Pharma A/S (Ascendis Pharonadply Ascendis Pharma's
proprietary TransCon technology platform to ouptoestinil molecule. We believe that the TransCaht®logy platform may enable a
sustained release of a novel, carrier-linked prgdalgich will significantly enhance the delivery wéprostinil by establishing a once-daily,
self-injectable alternative for patients who cuthgadminister Remodulin through a continuous irdaspump for the treatment of PAH. We
expect that this self-injectable form of treprostiould enable patients to avoid the infusion gién associated with subcutaneous Remodulir
Under this agreement, we also intend to pursueldereent of a TransCon technology-enabled sustaisledse formulation of beraprost.
Under the agreement, we may be required to makegfatevelopment-related milestone payments andtyoyayments based on commercial
sales.

Other

We are party to various other license agegs relating to therapies under development. & hesnse agreements require us to make
payments based on a percentage of sales, if wauaoessful in commercially developing these thes@nd may require other payments upol
the achievement of certain milestones.

14. Related Party Transaction

In 2002, we entered into a technical sewiggreement for certain telemedicine technologgldpment services for Medicomp, Inc. with
Kurzweil Technologies, Inc. (KTI), a company coriied by Raymond Kurzweil, a non-independent mendfexur Board of Directors.
Pursuant to this agreement, we agreed to pay KiVegercent royalty on certain sales of produetsspnably attributed to and dependent upo
the technology developed by KTI. Upon closing & ffale of Medicomp in March 2011 (see Note-23ale of Medicomp, Inc.further royalty
obligations under this agreement were terminatedthe years ended December 31, 2011 and 201(oueréd royalties to KTl of $80,000,
$355,000, respectively.

In 2007, we entered into another techréeaVices agreement with KTI. Pursuant to this age¥g, we pay KTI monthly consulting fees
up to $12,000 plus all necessary, reasonable aadtdiut-of-pocket expenses incurred in conneatitith the performance of related services.
In addition, we agreed to pay KTI up to a five parcroyalty on sales of certain products reasonatbiiputed to and dependent upon certain
technology developed by KTI. In 2011, we amended2®07 technical services agreement such thatte#elanuary 2012, we reduced the
monthly consulting fees to KTl to $6,000 plus aktessary, reasonable and direct out-of-pocket egsen

We incurred expenses of $60,000, $156,0@0$444,000, for the years ended December 31, Z0l2A, and 2010, respectively, under this
agreement. As of December 31, 2012 and 2011, we éiWé& none and $24,000, respectively.
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15. Distribution Agreements
U.S.-Based Specialty Pharmaceutical Distributors

We are party to separate distribution agegs for Remodulin and Tyvaso with each of oueeHd.S.-based specialty pharmaceutical
distributors. The distribution agreements are sintib one another, and generally have one-yearstdrat renew automatically for additional
one-year periods, unless terminated earlier. Tiheemgents contain contractual responsibilities irdaio ordering specifications, inventory
requirements and exchange rights. These agreemagpiise 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 repsehany unsold inventory held by our
distributors. None of our current distribution agreents grant our distributors the distribution tigfor oral treprostinil.

International Distributors

We currently sell Remodulin internationahyough five distributors. The financial terms armhditions relating to these distributor
arrangements are structured in a manner substgrsiiailar to those of our U.S. distributor agreertsedescribed above.

16. Acquisitions
Revivicor, Inc.

In July 2011, we acquired all of the outsliag stock of Revivicor, Inc. (Revivicor), a conmyafocused on developing genetic
biotechnology platforms to provide alternative issources for treatment of human degenerativasks&Ve acquired Revivicor to pursue
early stage development of products to treat eagesiung disease through tissue and organ trariafitam The acquisition date fair value of
the consideration consisted of $4.2 million in casd $3.4 million in contingent consideration. Riarst to the terms of the acquisition
agreement, contingent consideration consists @ &25.0 million upon the achievement of speciiwvelopmental and regulatory milestones.
We estimated the fair value of the contingent ai@sition using a probability-weighted discounteshciow model (DCF). Significant inputs
to the DCF model included a present value factoivadent to Revivicor's estimated borrowing ratel #ime anticipated amounts and timing of
cash flows. Accordingly, the fair value of the dagent consideration has been estimated usingf&ignt unobservable inputs, which are
classified as Level 3 inputs within the fair vahierarchy.

F-45




Table of Contents

UNITED THERAPEUTICS CORPORATION
Notes to Consolidated Financial Statements (Contirad)
16. Acquisitions (Continued)

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

July 11, 2011

Tangible assel $ 592
Identifiable intangible assets( 7,10C
Goodwill(2) 2,75
Total assets acquire $ 10,44¢
Current liabilities $ 1,58¢
Long-term liabilities 1,223
Total liabilities assume $ 2,81t

1) Consisted of a licensing arrangement to which Rewiwas a party. We were amortizing the relatedrigible
asset over its estimated economic life of twentgrgeHowever, in April 2012, Revivicor receivedeaniination
notice from the counterparty to the licensing ageanent. Accordingly, we recognized a correspondirgairmen
charge of $6.8 million during the quarter endedeJ8@, 2012 to write off the remaining net carrywadue of the
asset, which has been included within selling, ggdrand administrative expenses on our consolidstizgment ¢
operations for the year ended December 31, 2012.

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

In September 2009, we acquired all of teets used to manufacture the Tyvaso Inhalatiote®yom NEBU-TEC Med Products Eike
Kern GmbH (NEBU-TEC). The acquisition date fairwalof the consideration transferred included $6IBam in cash and $4.8 million in
contingent consideration, of which $9.8 million wacated to identifiable intangible assets angd $iillion to goodwill. Pursuant to the ter
of the acquisition agreement, we agreed to pay NHBQ up to €0.0 million in contingent consideration in spesifincrements if the numk
of patients using the Tyvaso Inhalation System meetxceeds certain thresholds measured at désibimbervals. The acquisition agreement
also granted us an option to purchase the assaisiated with NEBU-TEC's next generation nebulites, SIM-Neb.

In December 2011, we exercised our optioacguire all of the assets associated with theldpment of the SIM-Neb in order to obtain
control over the development and future productibthe nebulizer, which would be included in thevdgo Inhalation System in the event that
we obtain regulatory approval for its use. We hadtbthat the assets acquired contained the negéaspalts, processes and outputs to be
accounted for as a business combination. The atiqoislate fair value of the consideration transfdrincluded $439,000 in cash and
$2.5 million in contingent consideration. Pursuanthe terms of the acquisition agreement, we agre@ay NEBU-TEC up to €4.0 million in
milestone payments contingent upon receiving régojaapprovals for the SIM-Neb. In addition, we m@gy NEBU-TEC up to €10.0 million
in specified increments if the number of commerpatients using the SIMieb exceeds certain thresholds at designated alteiWe measurt
the fair value of
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the contingent consideration using a probabilityghteed discounted cash flow model which consideamaong other factors, the likelihood of
the SIM-Neb receiving regulatory approvals, ouineate of patients on therapy, and the possible anpéthe introduction of future new
therapies. The acquisition-date fair values of @saequired included tangible assets of $439,0@0ga@aadwill of $2.9 million.

17. Sale of Medicomp, Inc.

On March 31, 2011, we sold 100 percenhefdutstanding stock of Medicomp, our wholly-ownel@medicine subsidiary, to a group of
private investors. At closing, we received 42,00dres of our common stock held by the investors) am aggregate value of $2.8 million, and
a $12.1 million, ten-year promissory note bearimgriest at 5.0 percent per annum. At December@Il2,2he balance of the note receivable
was $8.8 million, net of discount. Immediately aftéosing the sale, we purchased a 19.9 percenéship interest in Medicomp in exchange
for $1.0 million in cash and an approximately $&llion reduction in the face value of the promigsoote. The carrying value of our
investment in Medicomp was based on the consideraiedicomp received, which we believe approximatedfair value of our non-
controlling interest.

With the termination of our developmentofi commercialization efforts relating to an arimyia detection application in June 2011, we
have not generated further direct continuing céshd from telemedicine-related activities. As suaie, met the criteria for reporting
discontinued operations. Accordingly, we have ideldithe operating results of Medicomp, including glain recognized on its disposal, wit
discontinued operations on our consolidated statésra operations.

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 4,267
Equipment and other ass: 7,08¢
Total asset $ 13,60(
Other current liabilitie: $ 1,437

2010 are presented below (in thousands):

Year Ended December 31

2012 2011 2010
Revenue: $ — $ 3,107 $ 10,93
Income (loss) before income t $ — $ 93t $ (7,319
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Prior to June 30, 2011, we operated inltwsiness segments: pharmaceutical and telemedigitiewing the sale of our telemedicine
subsidiary, Medicomp, and the discontinuation oftfer telemedicine-related activities in 2011, vegén managing our business as one
operating segment. However, we use and regulavigwerevenues, cost of revenues and gross prdfit ama primary measure of performance
for each of our three commercial products.

Revenues, cost of revenues and gross foofach of our commercial products are as folléwshousands):

Remodulin Tyvaso Adcirca Total

Year Ended December 31, 201

Revenue:! $ 457,96¢ $ 325,61: $ 122,54( $ 906,12
Cost of revenue 57,61¢ 53,82¢ 7,85¢ 119,29°
Gross profit $ 400,35. $ 271,78¢ $ 114,68t $ 786,82
Year Ended December 31, 201

Revenue:! $ 430,13: $ 240,38. $ 70,58( $ 741,09:
Cost of revenue 52,32¢ 31,93 4,641 88,90
Gross profit $ 377,800 $ 208,44t $ 65,93¢ $ 652,19(
Year Ended December 31, 2010

Revenue! $ 403,59¢ $ 151,79 $ 36,307 $ 591,70:
Cost of revenue 35,11¢ 30,13: 2,42¢ 67,674
Gross profit $ 368,48: $ 121,66¢ $ 33,87¢ $ 524,02¢

Geographic revenues are determined basé#tearountry in which our customers (distributas) located. Net revenues from external
customers by geographic area are as follows (instds):

Year Ended December 31 2012 2011 2010

United State! $ 846,61. $ 676,96 $ 535,81:

Res-of-World(1) 69,46¢ 66,21¢ 57,08¢
Total $ 916,07¢ $ 743,18. $ 592,89¢

(1) Sales primarily to customers in countries locateBurope

For the years ended December 31, 2012, a0d 010, sales to Accredo Health Group, Inc. ctag 56 percent, 61 percent and
65 percent, respectively, of total consolidatedraeenues.
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Long-lived assets (property, plant and poént) located by geographic area are as followth@usands):

Year Ended December 31 2012 2011 2010
United State: $ 425,58! $ 345,150 $ 284,59:
Res-of-World(1) 28,10( 20,89: 21,45
Total $ 453,68! $ 366,04t $ 306,04
1) Long-lived assets consisted of facilities acquired #ratprimarily located in the United Kingdo

19. Quarterly Financial Information (Unaudited)

Summarized quarterly financial informatfon each of the years ended December 31, 2012 @htl &e as follows (in thousands, except
per share amounts):

Quarter Ended

December 31 September 30 June 30, March 31,
2012 2012 2012 2012
Net sales $ 24381 $ 242,46( $ 225,57 $ 204,21-
Gross profit 202,76¢ 212,94¢ 192,19¢ 178,91.
Net income(1 83,25¢ 78,11: 72,31¢ 70,76(
Net income per she—basic $ 165 $ 152 % 137 $ 1.32
Net income per she—diluted $ 16C $ 14€ $ 1.32 % 1.2¢
Quarter Ended
December 31 September 30 June 30, March 31,
2011 2011 2011 2011
Net sales $ 19517¢ $ 201,74. $ 183,75. $ 162,51
Gross profit 168,98: 178,34« 162,38: 142,47¢
Net income 43,18¢ 84,39¢ 73,89: 16,39(
Net income per sha—basic $ 0.7¢ $ 14t % 1.27 $ 0.2¢
Net income per she—diluted $ 0.77 $ 138 % 1.1¢ $ 0.2¢€

1)

proceeds. Refer to Note — Litigation—Lexington Insurance Compafor details.

20. Litigation

Sandoz Inc.

In February 2012, we received a Paragrap@drtification Notice Letter (the Original Notideetter) from Sandoz Inc. (Sandoz) advising
that Sandoz had submitted an abbreviated new gipigcation (ANDA) to the FDA requesting approvalrtarket a generic version of the

Operating results for quarter ended September@®I®,2dnclude an approximately $31.0 million gaiorfrinsurance

10 mg/mL strength of Remodulin. In December 2012 raceived notice (the Second Notice Letter) tlaatddz
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had amended its previously filed ANDA to requediidnal approval to market generic versions of theg/mL, 2.5 mg/mL, and 5 mg/mL
strengths of Remodulin. In the Original Notice leethnd the Second Notice Letter, Sandoz statedttind¢nds to market a generic version of
Remodulin before the expiration of the followinggrats relating to Remodulin: U.S. Patent No. 5,283, which expires in October 2014; U
Patent No. 6,765,117, which expires in October 2ahd U.S. Patent No. 7,999,007, which expirddanch 2029. Each of these patents is
listed in the Orange Book.

We responded to the Original Notice Lefteffiling a lawsuit in March 2012 against Sandozha U.S. District Court for the District of
New Jersey alleging patent infringement (the Himwsuit). We responded to the Second Notice Létydiling an additional lawsuit in Janue
2013 for patent infringement in the U.S. DistriciuCt for the District of New Jersey (the Second Eait). Sandoz has filed its answer to our
complaint in the First Lawsuit, and has also filedinterclaims alleging that the patents at issukeritigation are invalid or will not be
infringed by the commercial manufacture, use og sélthe proposed product described in Sandoz's ANibmission.

Under the Hatch-Waxman Act, the FDA is audtically precluded from approving Sandoz's ANDAhaiespect to each concentration of
Remodulin for up to 30 months from receipt of thatite Letter corresponding to such concentrationntil the issuance of a district court
decision that is adverse to us, whichever occuss fiVe intend to vigorously enforce our intelleddtproperty rights relating to Remodulin.

Lexington Insurance Company

During the third quarter of 2011, we repdra claim to our insurance provider regarding dgaa certain Remodulin inventory that
occurred as the result of a warehouse accidenteStimated net commercial value of the damagedchiovg was approximately $65.0 million.
Because we did not reach a satisfactory agreenmettiteoamount to settle the claim, we filed a latvagainst Lexington Insurance Company
(Lexington) in April 2012 in the North Carolina Basss Court, a specialized division of North Carak Superior Court, seeking to recovel
full net commercial value of the damaged inventory.

On September 24, 2012, we entered intoa &nd binding settlement agreement and releabelwkington, under which Lexington
agreed to pay us $31.0 million within thirty day¢e received payment in early October 2012. Théeseéint agreement provided that the
parties would release and forever discharge edadr ffom any future claims, demands, or causestajraof any kind in connection with the
matter. As all contingencies related to this maitere resolved, we recognized a corresponding dyaiimg the third quarter ended
September 30, 2012. The gain has been recogniziat thre caption "other, net" on our consolidatetieshent of operations for the year endec
December 31, 2012.
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(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, 20 $ 545¢ % 207 $ — % 5,66¢
Year Ended December 31, 2C $ 6,021 $ — 9 (56%) $ 5,45¢
Year Ended December 31, 20 $ 6,18 $ — 3 (165) $ 6,021

Reserve for Inventory Obsolescenc

Balance at Additions

Beginning Charged to Balance at

of Year Expense Deductions End of Year
Year Ended December 31, 20 $ 8801 $ 12,13¢ $ (4,259 $ 16,67¢
Year Ended December 31, 2C $ 286 % 5093 % — 3 8,801
Year Ended December 31, 20 $ 1271 $ 167¢ $ (85) $ 2,86z
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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 olieé® Executive Officer and Chief Financial Officéias evaluated the effectiveness of our
disclosure controls and procedures, as definedilasRl3a-15(e) and 15d-15(e) of the Securities &xgh Act of 1934, as of December 31,
2012. Based on that evaluation, our Chief Execu@iffecer and Chief Financial Officer concluded tloatr disclosure controls and procedures
were effective as of December 31, 2012.

Management's Report on Internal Control Over Finarad Reporting

Our management is responsible for estahlishnd maintaining adequate internal control divencial reporting (as defined in Rules 13a-
15(f) and 15d-15(f) under the Securities Exchangeoh 1934, as amended). Our internal control dwemcial reporting was designed to
provide reasonable assurance to our managemetaard of Directors regarding the reliability of éincial reporting and the preparation of
financial statements for external purposes in ataace with generally accepted accounting principMisnternal controls over financial
reporting, no matter how well designed, have inhelieitations. As a result of these inherent liaibns, internal control over financial
reporting may not prevent or detect misstatemdiitsrefore, even those internal controls determtndak effective can provide only
reasonable assurance with respect to the reliabilitinancial reporting and the preparation official statements for external purposes in
accordance with generally accepted accounting iptes

Our management assessed the effectivehess mternal control over financial reporting @sDecember 31, 2012, based on the criteria
set forth by the Committee of Sponsoring Organizetiof the Treadway Commission (COSO)riternal Control—Integrated Framework
Management's assessment included an evaluatidre afetsign of our internal control over financiglogting and testing of the operational
effectiveness of our internal control over finahceporting. Based on this assessment, our manageroecluded that, as of December 31,
2012, our internal control over financial reportings effective.

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

Attestation of Independent Registered Public Accoing Firm

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

Changes in Internal Control over Financial Reportm

There were no changes in our internal obiver financial reporting during the quarter ethdiEcember 31, 2012 that have materially
affected, or are reasonably likely to materiallfeaf, our internal controls over financial repogtin

ITEM 9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

Information as to the individuals servingaur board of directors is set forth below undherheadindgoard of Directors Additional
information required by Item 10 regarding nominaed directors appearing under Proposal N&ldction of Directorsn our definitive proxy
statement for our 2013 annual meeting of sharenekigheduled for June 26, 2013 (the 2013 ProxeRiatt) is hereby incorporated herein by
this reference. Information regarding our executffecers appears in Part |, Item | of this Ann&aport on Form 10-K under the heading
Executive Officers of the Registr: Information regarding the Audit Committee and ghalit Committee's financial expert appearing under
the headingCcommittees of our Board of Directors—Audit Commaiitheour 2013 Proxy Statement is hereby incorporat@in by this
reference.

Information appearing under the headegtion 16(a) Beneficial Ownership Reporting Coarlein our 2013 Proxy Statement is hereby
incorporated herein by this reference.

We have a written Code of Conduct and Btthat applies to our principal executive offigaincipal financial officer and our principal
accounting officer and every other director, offiaead employee of United Therapeutics. The Codearfduct and Ethics is available on our
Internet website dittp://www.unither.com A copy of the Code of Conduct and Ethics willgrevided free of charge by making a written
request and mailing it to our corporate headquauéices to the attention of the Investor Relati@epartment. If any amendment to, or a
waiver from, a provision of the Code of Conduct &thics that applies to the principal executiveaaff, principal financial officer and
principal accounting officer is made, such inforimatwill be posted on our Internet website withiuf business days atvw.unither.com

Board of Directors

Christopher Causey, M.B.A.
Principal, Causey Consortium
Raymond Dwek, F.R.S.
Director of the Glycobiology Institute aRdofessor of Glycobiology, University of Oxford
Richard Giltner
Private Investor
Former Managing Director, Société Généfalset Management
R. Paul Gray
Managing Member, Potomac Management Grou@,
Roger Jeffs, Ph.D.
President and Chief Operating Officer oftelth Therapeutics
Ray Kurzwell
Founder, Chairman and Chief Executive @ffitcurzweil Technologies, Inc.
Director of Engineering, Google Inc.
Christopher Patusky, J.D., M.G.A.
Management Consultant, Patusky Associates,
Former Director, Office of Real Estate, Mand Department of Transportation

Martine Rothblatt, Ph.D., J.D., M.B.A.



Chairman and Chief Executive Officer of téai Therapeutics
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Louis Sullivan, M.D.
Founding President and President Emenifissehouse School of Medicine
Former Secretary, U.S. Department of Heatfith Human Services
Tommy Thompson, J.D.
Former Partner, Akin Gump Strauss Hauere&ELP
Former Governor, State of Wisconsin
Former Secretary, U.S. Department of Heatfith Human Services
ITEM 11. EXECUTIVE COMPENSATION

Information concerning executive compersatequired by Item 11 will appear under the hegslidirector Compensation
Compensation Discussion and Analysis, Summary Cusafien Table and Grants of Plan-Based Awards ih22Marratives to Summary
Compensation Table and Grants of Plan-Based Awaadide, Summary of Terms of Plan-Based Awards, Sapital Executive Retirement
Plan, Rabbi Trust, Potential Payments Upon Termamabr Change in Control, and Director Compensatin our 2013 Proxy Statement ant
incorporated herein by reference.

Information concerning the Compensation @uttee required by Item 11 will appear under thadiegCompensation Committee Report
in our 2013 Proxy Statement and is incorporatedihdyy 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 wilpapr undeBeneficial Ownership of
Common Stocin our 2013 Proxy Statement and is incorporatedihéyy reference.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table presents informationocd®ecember 31, 2012, regarding our securitiesaited 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 (a) (b) (c)
Equity
compensation
plan approved
by security
holders 4,664,320 $ 38.9¢ 10,975,24
Equity
compensation
plans not
approved by
security holder 19,22 10.8¢ N/A
Total 4,683,55. $ 38.8¢ 10,975,24

We have one equity incentive plan apprdwedecurity holders in 1997. In addition, prior2@05, we granted options to employees and
consultants outside of the plan approved by sechdlders (non-plan options). Information regardihg security holder approved plan is
contained in Note 18-Stockholders' Equity the consolidated financial statements includheithis Annual Report on Form 10-K. We do not
have any warrants or rights that are outstandirayailable for issuance as described in Regul&ithltem 201(d). Securities issued pursuant

to the nonplan awards were made under a standard agreemeagjg consistent with the form contained in Exhil).9 to this Annual Repc
on Form 10-K.

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

Information concerning related party tratgas and director independence required by 1t8rwill appear under the headinGsher
Matter——Certain Relationships and Related Party Transasti@oard of Directors, Committees, Corporate Gaaace—Director
Independence and Committees of our Board of Direin our 2013 Proxy Statement and is incorporatedihéyy reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this Item 14, comgrg the principal accounting fees paid by the iRegnt and the Audit Committee's pre-
approval policies and procedures, will appear utigeheadindgReport of the Audit Committee and Information onladependent Auditoris
our 2013 Proxy Statement and is incorporated hérgireference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

In reviewing the agreements included oorporated by reference as exhibits to this Annueddrt 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 ofteaties to the agreements. The agreements coefaiesentations and warranties made by
each of the parties to the applicable agreememsd hepresentations and warranties have been oletiefer the benefit of the other parties to
the applicable agreement, and: (1) should notdmed as categorical statements of fact, but ratharway of allocating risk between the
parties; (2) have in some cases been qualifieddnjoures that were made to the other party imeotion with the negotiation of the
applicable agreement, which disclosures are nassegily reflected in the agreement; (3) may apfandards of materiality in a way that is
different from what may be material to investons 44) were made only as of the date of the appléicagreement or such other date or dat
may be specified in the agreement and are sulgenbte recent developments.

Accordingly, these representations and avdies may not describe the actual state of aféairsf the date they were made or at any othel
time. Additional information about United Therapestmay be found elsewhere in this Annual Reporfform 10-K and our other public
filings, which are available without charge througk SEC's website http://www.sec.gov

a)(2) Our financial statements filed as parthid report on Form 10-K are set forth in the Int@xConsolidated Financial Statements
under Part Il, Item 8 of this Form -K.

@)(2) The Schedule ll—Valuation and Qualifying Accourgsiied as part of this Form 10-K. All other schiuare omitted because
they are not applicable or not required, or becéluseequired information is included in the coitated 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 @irnished to shareholders upon written request to Uited Therapeutics and payment
of a reasonable fee (covering the expense of furhiag copies). Shareholders may request exhibit cogs 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, therety authorized.

UNITED THERAPEUTICS CORPORATIO!

By: /sl MARTINE A. ROTHBLATT

Martine A. Rothblatt, Ph.D.
February 26, 201 Chairman of the Board and Chief Executive Offi

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signatures Title Date
/sl MARTINE A. ROTHBLATT Chairman of the Board and Chief
Executive Officer February 26, 201
Martine A. Rothblat (Principal Executive Officer

Chief Financial Officer and
Treasurer

(Principal Financial Officer and
Principal Accounting Officer

/s/ JOHN M. FERRARI

February 26, 201
John M. Ferrari

/s/ ROGER A. JEFFS President, Chief Operating Officer

and Director

February 26, 201
Roger A. Jeffs

/sl CHRISTOPHER CAUSEY

Director February 26, 201
Christopher Cause
/sl RAYMOND DWEK
Director February 26, 201
Raymond Dwel
/s RICHARD GILTNER
Director February 26, 201
Richard Giltnel
/s/ R. PAUL GRAY
Director February 26, 201
R. Paul Gray
/sl RAYMOND KURZWEIL
Director February 26, 201

Raymond Kurzwei
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Signatures

/s/ CHRISTOPHER PATUSKY

Christopher Patusk

/s/ LOUIS W. SULLIVAN

Louis W. Sullivan

/sl TOMMY THOMPSON

Tommy Thompsol

Title

Director

Director

Director
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Exhibit No. Description

3.1 Amended and Restated Certificate of Incofpamaof the Registrant, incorporated by referercEsthibit 3.1 of the Registrant's
Registration Statement on Forr-1 (Registration No. 3:-76409).

3.2 Certificate of Amendment to Amended and Redt&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 tiggsRant, incorporated by reference to Exhibit & 2he Registrant's Quarterly
Report on Form 1-Q for the fiscal quarter ended March 31, 2(

3.4 Form of Certificate of Designation, Prefefiand Rights of Series A Junior Participating €trefl Stock of the Registrant,
incorporated by reference to Exhibit A to Exhibitodthe Registrant's Current Report on Fo-K, filed December 18, 200!

4.1 Reference is made to Exhibits 3.1, 3.2, 3.3 and

4.2 First Amended and Restated Rights Agreeniactdrporated by reference to Exhibit 4.1 of the Rignt's Current Report on
Form &K filed on July 3, 2008

4.3 Indenture, dated as of October 17, 2011, &etvthe Registrant and The Bank of New York Mellomst Company, N.A., as
trustee (including form of 1.0% Convertible Serimte due September 15, 2016), incorporated byaréerto Exhibit 4.1 of the
Registrant's Current Report on For-K filed October 17, 2011

4.4 Form of 1.0% Convertible Senior Note due Seyter 15, 2016, incorporated by reference to ExHii of the Registrant's Current
Report on Form-K filed October 17, 2011

10.1** United Therapeutics Corporation Amended &estated Equity Incentive Plan, as amended aféeas of September 24, 2004,
incorporated by reference to Exhibit 10.1 of thgReant's Quarterly Report on Form 10-Q for thartgr ended September 30,
2004.

10.2** Amended and Restated Executive Employmggrteement dated as of January 1, 2009, betweeRdhestrant and Martine A.
Rothblatt, incorporated by reference to Exhibit216f the Registrant's Quarterly Report on Form 1f&»Qhe quarter ended
March 31, 2009

10.3** Employment Agreement dated as of June2DB1 between the Registrant and Paul A. Mahonfparated by reference to
Exhibit 10.4 of the Registrant's Quarterly Reportrmrm 1(-Q for the quarter ended March 31, 20

10.4* Exclusive License Agreement dated as ofdbamer 3, 1996, between the Registrant and Pharraadi&pjohn Company,
incorporated by reference to Exhibit 10.8 of thgReant's Registration Statement on Foi-1 (Registration No. 3:-76409).

10.5* Assignment Agreement dated as of Januanl 347, between the Registrant, Glaxo Wellcomeadnd. The Wellcome
Foundation Ltd., incorporated by reference to EitHiB.9 of the Registrant's Registration StatenoenfForm S-1 (Registration
No. 33:-76409).

10.6** Employment Agreement dated November 29®Between the Registrant and Roger Jeffs, incatpdriby 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 betwees Registrant and each of its Directors and Exeeudfficers, incorporated by
reference to Exhibit 10.1 of the Registrant's QarértReport on Form -Q for the quarter ended March 31, 20

10.8 Amendment No. 1 to Exclusive License Agreetneffective as of December 3, 1996, made as tdliec 1, 2002 by and between

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
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10.9** Standard Non-plan Option Award Agreemesgd by the Registrant, incorporated by referendextobit 10.39 of the Registrant's
Annual Report on Form =K for the fiscal year ended December 31, 2(

10.10*  Amendment dated December 11, 2002 to Bympent Agreement between the Registrant and R&dfs; ihcorporated by
reference to Exhibit 10.40 of the Registrant's AairReport on Form 1K for the fiscal year ended December 31, 2(

10.11*  Amendment dated December 11, 2002 to Bympent Agreement between the Registrant and PabbNancorporated by
reference to Exhibit 10.43 of the Registrant's AairRieport on Form 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 reéeréo Exhibit 10.2 of the Registrant's Current&epn Form 8-K filed on
December 29, 200-

10.13*  Amendment dated December 29, 2004 to Bympent Agreement between Paul A. Mahon and thed®egi dated June 16, 2001,
as previously amended, incorporated by referenésibit 10.4 of the Registrant's Current Reporfonm 8-K filed on
December 29, 200:

10.14* Form of terms and conditions for awardarged to Employees by the Registrant under theriiee and Restated Equity Incentive
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 Awardsugted to Non-Employees by the Registrant undeAthended and Restated Equity
Incentive Plan, incorporated by reference to ExHiBi2 of the Registrant's Current Report on Fofihfed on December 17,
2004.

10.16**  United Therapeutics Corporation Supplemental ExeeRetirement Plan, effective as of July 1, 2086orporated by reference
Exhibit 10.1 of the Registrant's Current Reporfanm &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 Reporfanm &K filed on August 4, 200¢€

10.18* Amendment, dated as of July 31, 200@rended Employment Agreement, dated November 2@, 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@rtended Employment Agreement, dated June 16, p@ddeen Paul A. Mahon and the
Registrant, incorporated by reference to ExhibiBXdf the Registrant's Current Report on Fo-K filed on August 4, 200¢

10.20**  Amendment, dated as of December 28, 2@DEmployment Agreement, dated August 2, 2006y&ein John Ferrari and the
Registrant, incorporated by reference to Exhibifl1df the Registrant's Current Report on Fo-K filed on December 29, 200

10.21 United Therapeutics Corporation Supplemdikacutive Retirement Plan Rabbi Trust Documen¢a into on December 28,
2007, by and between the Registrant and Wilmingtast Company, as trustee, incorporated by referém&xhibit 10.1 of the
Registrant's Current Report on For-K filed on December 28, 200

10.22** United Therapeutics Corporation Shareckiiag Awards Plan, incorporated by reference toikki0.1 of the Registrant's
Quarterly Report on Form -Q for the quarter ended June 30, 2(

10.23* First Amendment to the United Therapesif@orporation Share Tracking Awards Plan, incorqgatdy reference to Exhibit 10.1 of
the Registrant's Current Report on Foi-K filed on September 18, 200
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10.24**

10.25**

10.26**

10.27**

10.28**

10.29**

10.30**

10.31*

10.32**

10.33**

10.34*

10.35**

10.36**

Second Amendment to the United Therapsufiorporation Share Tracking Awards Plan, incafeat by reference to Exhibit 10.1
of the Registrant's Current Report on For-K filed on February 6, 201:

Form of terms and conditions for awardarged to non-employees by the Registrant undeUtiited Therapeutics Corporation
Share Tracking Awards Plan, incorporated by refezdn 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 awardarded to employees by the Registrant prior to dgnii, 2010, under the United
Therapeutics Corporation Share Tracking Awards Riamorporated 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 awardarded to employees by the Registrant on or afteudry 1, 2010, under the United
Therapeutics Corporation Share Tracking Awards Rfarorporated 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 awardarged to employees on or after March 15, 2011 uthdeUnited Therapeutics
Corporation 2011 Share Tracking Awards Plan andUthiged Therapeutics Corporation 2008 Share Trackiwards Plan,
incorporated by reference to Exhibit 10.2 of Regists Registration Statement on Form S-8 (Registr&No. 333173858) filed o
May 2, 2011

Form of grant letter used by Registrantier the United Therapeutics Corporation SharekimgcAwards Plan, incorporated by
reference to Exhibit 10.4 of the Registrant's QariytReport on Form 1-Q for the quarter ended June 30, 2(

United Therapeutics Corporation 2011 ®hkracking Awards Plan, incorporated by refereodéxhibit 10.1 of the Registrant's
Current Report on Forrmr-K filed on March 18, 2011

First Amendment to the United Therapesiftorporation 2011 Share Tracking Awards Plan,ripaated by reference to
Exhibit 10.2 of the Registrant's Current Reporfanm &K filed on February 6, 201.

Second Amendment to the United Therapsufiorporation 2011 Share Tracking Awards Plargrimerated by reference to
Exhibit 10.1 of the Registrant's Quarterly Repartrarm 1(-Q for the quarter ended September 30, 2

Third Amendment to the United Therapesiti@orporation 2011 Share Tracking Awards Plan,rimz@ted by reference to
Exhibit 10.1 of the Registrant's Current Reporfanm &K filed on February 4, 201.

Form of terms and conditions for awardarded to employees by the Registrant on or aftercil 15, 2011 under the United
Therapeutics Corporation Share Tracking Awards Bfahe United Therapeutics Corporation 2011 Shaaeking Awards Plan,
incorporated by reference to Exhibit 10.2 of thgRe&ant's Current Report on Forr-K filed on March 18, 2011

Form of terms and conditions for awardardged to non-employees by the Registrant on er darch 15, 2011 under the United
Therapeutics Corporation Share Tracking Awards Bfahe United Therapeutics Corporation 2011 Shaaeking Awards Plan,
incorporated by reference to Exhibit 10.3 of thgReant's Current Report on Forr-K filed on March 18, 2011

Form of grant letter used by Registrantier 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
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10.37**

10.38*

10.39*

10.40**

10.41*

10.42

10.43

10.44*

10.45*

10.46*

10.47

10.48*

10.49*

United Therapeutics Corporation Emplogteck Purchase Plan, incorporated by referencelibi 10.1 of the Registrant's
Quarterly Report on Form -Q for the quarter ended June 30, 2(

License Agreement, dated as of NovembeP@@8, by and between Eli Lilly and Company arelRegistrant, incorporated by
reference to Exhibit 10.2 of the Registrant's CQutriReport on Form-K filed on December 24, 200

Manufacturing and Supply Agreement, date@f November 14, 2008, by and between Eli Lifig &ompany, Lilly del

Caribe, Inc. and the Registrant incorporated bgrezfce to Exhibit 10.3 of the Registrant's CurReport on Form 8-K filed on
December 24, 200t

Form of Amendment to Employment Agreemeetween the Registrant and each of Roger Jeftd,Wahon and John Ferrari,
each dated as of January 1, 2009, incorporatedfbyence to Exhibit 10.3 of the Registrant's Qubrteeport on Form 10-Q for
the quarter ended March 31, 20

Form of Amendment to Employment Agreensangtween the Registrant and each of Roger Jeftd,Ntahon and John Ferrari,
each dated as of February 22, 2010, incorporatadflyence to Exhibit 10.46 of the Registrant's éairReport on Form 10-K for
the year ended December 31, 2C

Distribution Agreement dated as of August2009 between the Registrant and Accredo Healtlg; Inc., incorporated by
reference to Exhibit 10.47 of the Registrant's AairRieport on Form -K for the year ended December 31, 2C

Stipulation of Settlement, dated October228.0, among the parties to a derivative lawsgstirest the directors and officers of the
Registrant identified therein, incorporated by refece to Exhibit 10.1 to the Registrant's QuartBdyport on Form 10-Q for the
quarter ended September 30, 2(

Credit Agreement, dated as of DecembePQT(, among the Registrant, the lenders partgthdrom time to time, Wells Fargo
Bank, National Association, as the Administrativgefit, and certain subsidiaries of the Registranguarantors, incorporated by
reference to Exhibit 10.37 to the Registrant's AgiiReport on Form *+K for the year ended December 31, 2C

Amended and Restated Distribution Agreetmaatted as of February 21, 2011, between the Regtsand Accredo Health
Group, Inc., incorporated by reference to Exhibit3B to the Registrant's Annual Report on Form lidikthe year ended
December 31, 201!

Construction Management Agreement betwberRegistrant and DPR Construction, a GenerahBastip, dated as of January 28
2011, as amended by Amendment No. 1, dated asef2i8, 2011, incorporated by reference to Exhibi2 1o the Registrant's
Quarterly Report on Form -Q for the quarter ended June 30, 2(

Technical Services Agreement, dated May @67, between the Registrant and Kurzweil Techgiel Inc., as amended as of
October 27, 2011, incorporated by reference to likhD.1 to the Registrant's Quarterly Report omi&0-Q for the quarter ende
September 30, 201

Confirmation, dated October 11, 2011, obée hedging transaction between the RegistrahDautsche Bank AG, London
Branch, incorporated by reference to Exhibit 10.8he Registrant's Quarterly Report on Form 10+QHe quarter ended
September 30, 201

Confirmation, dated October 11, 2011, efaarant transaction between the Registrant andddha Bank AG, London Branch,
incorporated by reference to Exhibit 10.2 to th@iRant's Quarterly Report on Form 10-Q for tharter ended September 30,
2011.
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10.50* Confirmation, dated October 11, 2011, mbacelerated share repurchase transaction bethved&tegistrant and Deutsche Bank
AG, London Branch, incorporated by reference toiEix1 0.4 to the Registrant's Quarterly Report annf 10-Q for the quarter
ended September 30, 20:

21 Subsidiaries of the Registra

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 pursuant Rule 13-14(a) of the Securities Exchange Act of 1¢

32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant $ection 906 of the Sarba-Oxley Act of 2002

101 The following financial information from oénnual Report on Form 10-K for the year ended Ddwem31, 2012, filed with the
SEC on February 26, 2012, formatted in ExtensihlsiBess Reporting Language (XBRL): (i) Consolidégathnce Sheets as of
December 31, 2012 and 2011, (ii) Consolidated Btates of Operations for each of three years irpgr@d ended December 31,
2012, (iii) Consolidated Statements of Comprehenfiicome for each of the three years in the pegitted December 31, 2012,
(iv) Consolidated Statements of Stockholders' Bfoit each of the three years in the period endedehber 31, 2012,
(v) Consolidated Statements of Cash Flows for edi¢he three years in the period ended Decembe2@12, and (vi) Notes to
Consolidated Financial Statemer

* Confidential treatment has been granted with regpecertain portions of this exhibit pursuant tal&k406 of the Securities Act of 19:

as amended or Rule 246-2 of the Securities AcB8#1as amended. The omitted portions of this decurave been filed with the
Securities and Exchange Commission.

** Designates management contracts and compensasios.
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SUBSIDIARIES OF THE REGISTRANT
Lung Biotechnology Hong Kong Limited, a Hong Kongrpany
Lung Biotechnology (Nanjing) Co., Ltd., a Chines&®ly 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 Kingdompany
Unither Biotech Inc., a Canadian 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
UTASIA Inc., a Delaware Corporation
1109 Spring Managing Member, LLC, a Delaware Lichitéability Company

1109 Spring Holdings, LLC, a Delaware Limited Lillyi Company

Exhibit 21
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference ifdllewing Registration Statements:

(1) Registration Statement (Form S-8 No. 333-1@3@rtaining to the United Therapeutics Corporafguity Incentive Plan,

(2) Registration Statement (Form S-8 No. 333-5¢@#2taining to Employee Options and Consultanid@ist Granted Outside the
United Therapeutics Corporation Equity Incentivar®|

3 Registration Statement (Form S-8 No. 333-9541%gapeng to the United Therapeutics Corporation Bglrcentive Plan,

(4) Registration Statement (Form S-8 No. 333-15369&ppeng to the United Therapeutics Corporationr8heracking Awards
Plan,

(5) Registration Statement (Form S-8 No. 333-183&®rtaining to the United Therapeutics Corpora611 Share Tracking
Awards Plan,

(6) Registration Statement (Form S-4 No. 333-17385ppeng United Therapeutics Corporation commottlsto

(7 Registration Statement (Form S-8 No. 333-179746&npeng to the United Therapeutics Corporation R&hare Tracking
Awards Plan, and

(8) Registration Statement (Form S-8 No. 333-18285ffppeng to the United Therapeutics Corporation foype Stock Purchase
Plan

of our reports dated February 26, 2013, with resfpethe consolidated financial statements anddulleeof United Therapeutics Corporation

and the effectiveness of United Therapeutics Catpmr's internal control over financial reportimggluded in this Annual Report (Form 10-K)
for the year ended December 31, 2012.

/sl Ernst & Young LLF

McLean, Virginia
February 26, 2013
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULE 13a-14 (a)
OF THE SECURITIES EXCHANGE ACT OF 1934
[, Martine A. Rothblatt, certify that:
1. | have reviewed this annual report on Form 10-KJofted Therapeutics Corporation;
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omdtéde a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoge designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

C. Evaluated the effectiveness of the registralidglosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

d. Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thetamnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weaknes#gethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apobrt financial information; ar

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

Date: February 26, 2013

/sl 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
[, John M. Ferrari, certify that:
1. | have reviewed this annual report on Form 10-KJofted Therapeutics Corporation:
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omdtéde a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoge designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

C. Evaluated the effectiveness of the registralidglosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

d. Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thetamnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weaknes#gethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apobrt financial information; ar

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

Date: February 26, 2013

/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 t8di Therapeutics Corporation (the "Company") om¥a0-K for the period ended
December 31, 2012 as filed with the Securitiesxethange Commission (the "Report"), I, Martine Atliblatt, Chief Executive Officer of
the Company, certify, to the best of my knowledu&suant to 18 U.S.C. Section 1350, as adoptedipotso Section 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 ExchangeoA 1934; and

2. The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations of the
Company.

/sl MARTINE A. ROTHBLATT

Martine A. Rothblatt

Chairman and Chief Executive Officer
United Therapeutics Corporation
February 26, 201

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

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENREQUIRED BY SECTION 906, OR OTHER DOCUMENT
AUTHENTICATING, ACKNOWLEDGING, OR OTHERWISE ADOPTIE THE SIGNATURE THAT APPEARS IN TYPED FORM
WITHIN THE ELECTRONIC VERSION OF THIS WRITTEN STATEENT REQUIRED BY SECTION 906, HAS BEEN PROVIDED TO
UNITED THERAPEUTICS CORPORATION AND WILL BE RETAINE BY UNITED THERAPEUTICS CORPORATION AND
FURNISHED TO THE SECURITIES AND EXCHANGE COMMISSIOQR ITS STAFF UPON REQUEST.
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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 t8di Therapeutics Corporation (the "Company") om¥a0-K for the period ended
December 31, 2012 as filed with the Securitiesxethange Commission (the "Report"), I, John M. &eriChief Financial Officer of the
Company, certify, to the best of my knowledge, parg to 18 U.S.C. Section 1350, as adopted pursasection 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 Exchangeof1934; and

(2)  The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of the
Company.

/s/ JOHN M. FERRARI

John M. Ferrari

Chief Financial Officer and Treasurer
United Therapeutics Corporation
February 26, 201

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

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