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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STA TEMENTS

This quarterly report on Form 10-Q and certain infation incorporated herein by reference contaimfard-looking statements within the
meaning of Section 27A of the Securities Act 08188 amended (the “Securities Act”), and Sectitk &f the Exchange Act. Such statement:
include, but are not limited to, statements abature operations, products, financial position, ogieng results, prospects, pipeline or poter
markets therefor, and other statements that arehistbrical in nature, particularly those that utié terminology such as “anticipates,” “will,”
“expects,” “plans,” “potential,” “future,” “believe s,” “intends,” “continue,” other words of similar raaning, derivations of such words, and
the use of future dates.

Uncertainties and risks may cause our actual restdtbe materially different than those expresseariimplied by such forward-looking
statements. Uncertainties and risks include, betraot limited to, the risk that we may face witbpect to importing raw materials, increased
competition, delays or failure in obtaining prodwagiproval from the U.S. Food and Drug Administrat{6FDA"), general business and
economic conditions, market trends, product devalem, regulatory and other approvals and marketing.

These factors should not be construed as exhaustideshould be read in conjunction with our othisrctbsures, including but not limited to
our Annual Report on Form 10-K for the year endegt&@nber 31, 2014, including the factors descrilpetitém 1A. Risk Factors,” as well as
our proxy statement, filed with the SEC on April 2815. Other risks may be described from timénte in our filings made under the
securities laws, including our quarterly reports Barm 10-Q and our current reports on Form 8-K. Niésks emerge from time to time. It is
not possible for our management to predict all siskhe forward-looking statements contained in doisument are made only as of the date o
this document. We undertake no obligation to updatevise any forward-looking statement, whetheaaesult of new information, future
events or otherwise.

NOTE REGARDING TRADEMARKS

Cortenemd , Lithobid®, Reglan® , and Vancocif? are registered trademarks subject to trademarlegtion and are owned by ANI.




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
Condensed Consolidated Balance Sheets
(in thousands, except share and per share amounts)

(unaudited)
June 30, December 31,
2015 2014
Assets
Current Asset
Cash and cash equivalel $ 166,73. $ 169,03
Accounts receivable, net of $7,724 and $8,708 pfstichents for chargebacks and other allowances
June 30, 2015 and December 31, 2014, respec 18,88( 17,297
Inventories, ne 12,70 7,51¢
Prepaid income taxce 1,022 -
Deferred tax assets, net of valuation allowe 7,99¢ 7,64:
Prepaid expenses and other current assets 1,61t 1,98:¢
Total Current Assets 208,94¢ 203,47¢
Property and equipment, r 5,24¢ 5,22:
Deferred financing costs, n 2,88t 3,301
Deferred tax asset, net of valuation allowa 7,027 7,79¢€
Intangible assets, n 44,17 42,06°
Goodwill 1,83¢ 1,83¢
Total Assets $ 270,12: $ 263,70!
Liabilities and Stockholders' Equi
Current Liabilities
Accounts payabl $ 1,328 $ 2,65¢
Current income taxes payat - 4,25:
Accrued expenses and ott 1,17¢ 1,26¢
Accrued compensation and related expe 844 1,34¢
Accrued Medicaid rebate 1,891 2,26¢
Returned goods reserve 1,71¢ 1,44%
Total Current Liabilities 6,94¢ 13,23:
Long-term Liabilities
Convertible notes, net of discount 113,67. 110,69:
Total Liabilities $ 120,62 $ 123,92:

Commitments and Contingencies (Note

Stockholders' Equit

Common Stock, $0.0001 par value, 33,333,334 sharmrized; 11,444,203 shares issued and

11,439,311 shares outstanding at June 30, 2013874,860 shares issued and outstanding at

December 31, 201 1 1
Class C Special Stock, $0.0001 par value, 781,R8fes authorized; 10,864 shares issued and

outstanding at June 30, 2015 and December 31, 284@ectively - -
Preferred Stock, $0.0001 par value, 1,666,667 sterthorized; O shares issued and outstandinghe

30, 2015 and December 31, 2014, respecti - -
Treasury stock, 4,892 shares of common stock, st abJune 30, 2015, 0 shares of common stock

December 31, 201 (119) -
Additional paic-in capital 161,39° 159,50¢
Accumulated deficit (11,789 (19,729

Total Stockholders' Equity 149,50( 139,78!

Total Liabilities and Stockholders' Equity $ 270,12: $ 263,70!

The accompanying notes are an integral part ofelmmndensed consolidated financial statements.






ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
Condensed Consolidated Statements of Operations
(in thousands, except per share amounts)

(unaudited)
Three months ended June Six months ended June :
2015 2014 2015 2014
Net Revenue $ 19,51¢ $ 6,647 $ 38,31 $ 17,54¢
Operating Expense
Cost of sales (excluding depreciation and amoitinj 3,141 2,115 5,89: 4,73¢
Research and developme 99t 851 1,39¢ 1,22
Selling, general and administrati 5,551 5,43: 10,30: 9,13¢
Depreciation and amortization 1,41¢ 70€ 2,74 1,40¢
Total Operating Expenses 11,10: 9,107 20,33¢ 16,51
Operating Income/(Los: 8,41¢ (2,460) 17,98: 1,03t
Other (Expense)/Incor
Interest (expense)/income, t (2,749 3 (5,479 3
Other (expense)/income, net - (39) 68 (10)
Income/(Loss) Before Provision for/Benefit from émse Taxe: 5,66¢ (2,496 12,57¢ 1,02¢
(Provision for)/Benefit from income taxes (2,099 132 (4,63¢) (32)
Net Income/(Loss) $ 3,571 $ (2,369 $ 7,940 $ 99¢€
Basic and Diluted Earnings/(Loss) Per Share
Basic Earnings/(Loss) Per Shi $ 031 $ (0.27) $ 0.7C $ 0.0¢
Diluted Earnings/(Loss) Per She¢ $ 031 $ 0.21) $ 0.6¢ $ 0.0¢
Basic Weighte-Average Shares Outstandi 11,34« 11,23 11,33t 10,61
Diluted Weighted-Average Shares Outstanding 11,54¢ 11,23: 11,55¢ 10,64(

The accompanying notes are an integral part ofelmmdensed consolidated financial statements.




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)

Cash Flows From Operating Activiti
Net income
Adjustments to reconcile net loss to net cash asti equivalents provided by operating activit
Stocl-based compensatic
Deferred taxe:
Depreciation and amortizatic
Non-cash interest relating to convertible notes and k@t amortizatio
Changes in operating assets and liabilit
Accounts receivable, n
Inventories, ne
Prepaid expenses and other current a:
Accounts payabl
Accrued compensation and related expe
Current income taxes, n
Accrued Medicaid rebate
Accrued expenses, returned goods reserve, and

Net Cash and Cash Equivalents Provided by Operatitigities

Cash Flows From Investing Activiti
Acquisition of product rights and other relatededs
Acquisition of property and equipment

Net Cash and Cash Equivalents Used in Investingities

Cash Flows From Financing Activitis
Net proceeds from equity offerir
Proceeds from stock option exerci:
Proceeds from warrant exerc
Excess tax benefit from shi-based compensation awal
Treasury stock purchases

Net Cash and Cash Equivalents Provided by Finankatiyities
Change in Cash and Cash Equivale
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure for cash flow information
Cash paid for intere:
Cash paid for income tax

Supplemental nor-cash investing and financing activities
Property and equipment purchased on credit

The accompanying notes are an integral part ofefmmdensed consolidated financial statements.

Six months ended June

2015 2014
$ 7,94( 99¢
1,597 2,02¢
ik -
2,74z 1,40¢
3,38¢ -
(1,589 4,71¢
(5,189 (2,39
36¢ 87
(1,379 302
(504) (81)
(5,275) 3
(379 (56)
17t 122
2,32¢ 7,13¢
(4,500) (12,51)
(310) (371)
(4,810 (12,88
- 46,68(
244 747
- 18C
47 8
(119) -
17¢ 47,61
(2,306) 41,85¢
169,03 11,108
$ 166,73: 52,96
$ 2,04¢ 3)
$ 9,45( 6C
$ 5C -




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

1. BUSINESS, PRESENTATION, AND RECENT ACCOUNTING PRONOUNCEMENTS
Overview

ANI Pharmaceuticals, Inc. and its subsidiary, AMI&juisition Company (together, “ANI,” the “Compahyywe,” “us,” or “our”) is an
integrated specialty pharmaceutical company dewsippnanufacturing, and marketing branded and gepeescription pharmaceuticals.
Our targeted areas of product development currémtlyde narcotics, oncolytics (anti-cancers), homes and steroids, and complex
formulations involving extended release and contimngproducts. We have two pharmaceutical manufagfacilities located in
Baudette, Minnesota that are capable of produciabswolid dose products, as well as liquids andcedp, narcotics, and potent products
that must be manufactured in a fully-contained mmment. Our strategy is to use our assets to dpyvatquire, manufacture, and market
branded and generic specialty prescription pharotaads. By executing this strategy, we believewi#be able to continue to grow the
business, expand and diversify our product podfaind create long-term value for our investors.

Basis of Presentation

The accompanying unaudited interim condensed cimfaded financial statements have been preparecciordance with accounting
principles generally accepted in the United Stafesmerica (“U.S. GAAP”). In our opinion, the accpianying unaudited interim
condensed consolidated financial statements incilldadjustments, consisting of normal recurringiatinents, which are necessary to
present fairly our financial position, results @evations and cash flows. The condensed consdiidetiance sheet at December 31, 2014
has been derived from audited financial statemefnisat date. The interim condensed consolidatedlt®of operations are not necessarily
indicative of the results that may occur for thk figcal year. Certain information and footnotsclbsure normally included in financial
statements prepared in accordance with U.S. GAAR haen omitted pursuant to instructions, rulesragdlations prescribed by the
United States Securities and Exchange Commissi@nb#lieve that the disclosures provided hereiradegjuate to make the information
presented not misleading when these unauditedrmmndensed consolidated financial statementsea@in conjunction with the audit
financial statements and notes previously distetuh our annual report on Form 10-K for the yeatezl December 31, 2014. Certain
prior period information has been reclassifieddoform to the current period presentation.

Principles of Consolidation

The unaudited interim condensed consolidated fimhstatements include the accounts of ANI Pharmticals, Inc. and its wholly owned
subsidiary, ANIP Acquisition Company. All significhinter-company accounts and transactions arareted in consolidation.

Use of Estimates

The preparation of financial statements in confeymiith U.S. GAAP requires us to make estimates asslimptions that affect the
reported amounts of assets and liabilities andalisce of contingent assets and liabilities atdate of the financial statements and the
reported amount of revenues and expenses duringplogting period. In the accompanying unauditédrim condensed consolidated
financial statements, estimates are used for, dtuimited to, stock-based compensation, allowdnceloubtful accounts, accruals for
chargebacks, rebates, returns and other allowaalleswance for inventory obsolescence, allowanoesdntingencies and litigation, fair
value of long-lived assets, income tax provisicefetred taxes and valuation allowance, and theedéysle and amortizable lives of long-
lived assets. Actual results could differ from thestimates.
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

BUSINESS, PRESENTATION, AND RECENT ACCOUNTING PRONOUNCEMENTS - continued
Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardsrddqa-ASB”) issued guidance for revenue recognitioncontracts, superseding the
previous revenue recognition requirements, alortg miost existing industry-specific guidance. Thagnce requires an entity to review
contracts in five steps: 1) identify the contr&tjdentify performance obligations, 3) determihe transaction price, 4) allocate the
transaction price, and 5) recognize revenue. Thestaendard will result in enhanced disclosuresndigg the nature, amount, timing and
uncertainty of revenue arising from contracts vettistomers. The FASB approved a one-year defertallin2015, making the standard
effective for reporting periods beginning after Betber 15, 2017, with early adoption permitted dohreporting periods beginning after
December 15, 2016. We are currently evaluatingrtipact, if any, that this new accounting pronounestwill have on our financial
statements.

In April 2015, the FASB issued guidance as to whethcloud computing arrangement (e.g., softwaie sevice, platform as a service,
infrastructure as a service, and other similarihgsarrangements) includes a software license laagkd on that determination, how to
account for such arrangements. If a cloud compuimgngement includes a software license, thenub®mer should account for the
software license element of the arrangement camdistith the acquisition of other software licendéa cloud computing arrangement
does not include a software license, the customauld account for the arrangement as a serviceactniThe amendment is effective for
reporting periods beginning after December 15, 28xid may be applied on either a prospective ocospéctive basis. Early adoption is
permitted. We do not expect the adoption of this aecounting pronouncement to have a material ilngaour financial statements.

In April 2015, the FASB issued guidance to simpttig balance sheet disclosure for debt issuands.ddisder the guidance, debt issuance
costs related to a recognized debt liability wél fresented in the balance sheet as a direct dedl@icim the carrying amount of that debt
liability, in the same manner as debt discountherathan as an asset. The standard is effectiveporting periods beginning after
December 15, 2015 and early adoption is permitdéeldo not expect the adoption of this new accogrpimnouncement to have a
material impact on our financial statements.

In July 2015, the FASB issued guidance for inventbinder the guidance, an entity should measurentory within the scope of this
guidance at the lower of cost and net realizableeyaxcept when inventory is measured using LIF@e retail inventory method. Net
realizable value is the estimated selling pricthiordinary course of business, less reasonabligiable costs of completion, disposal,
and transportation. In addition, the FASB has aredrsbme of the other inventory guidance to morarblarticulate the requirements for
the measurement and disclosure of inventory. Téredstrd is effective for reporting periods beginréfigr December 15, 2016. The
amendments in this pronouncement should be appli@spectively, with earlier application permitt&de are currently evaluating the
impact, if any, that this new accounting pronouneetiwill have on our financial statements.

We have evaluated all other issued and unadoptedukting Standards Updates and believe the adopfitrese standards will not hav
material impact on our results of operations, faahposition, or cash flows.

REVENUE RECOGNITION AND RELATED ALLOWANCES
Revenue Recognition

Revenue is recognized for product sales and cdntranufacturing product sales upon passing ofaigktitle to the customer, when
estimates of the selling price and discounts, Madicebates, promotional adjustments, price adjests) returns, chargebacks, and other
potential adjustments are reasonably determinablksction is reasonably assured, and we have tlegiuperformance obligations.
Contract manufacturing arrangements are typicallg than two weeks in duration, and thereforedhenue is recognized upon
completion of the aforementioned factors rathenthsing a proportional performance method of reeaegognition. The estimates for
discounts, Medicaid rebates, promotional adjusts)gice adjustments, returns, chargebacks, aret ptitential adjustments reduce gros:
revenues to net revenues in the accompanying uealidierim condensed consolidated statementseriatipns, and are presented as
current liabilities or reductions in accounts reedie in the accompanying unaudited interim condért®nsolidated balance sheets (see
“Accruals for Chargebacks, Rebates, Returns, ahérQtllowances,” below). Historically, we have resttered into revenue arrangements
with multiple elements.




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

2. REVENUE RECOGNITION AND RELATED ALLOWANCES - continued

Occasionally, we engage in contract services, winclude product development services, laborateryises, and royalties on net sales of
certain contract manufactured products. For thesgces, revenue is recognized according to thmdef the agreement with the custor
which sometimes include substantive, measuralteb@sed milestones, and when we have a contrawghilto receive such payment, the
contract price is fixed or determinable, the cdllat of the resulting receivable is reasonably es$uand we have no further performance
obligations under the agreement.

Accruals for Chargebacks, Rebates, Returns and Othe\llowances

Our generic and branded product revenues are tiypgaject to agreements with customers allowihgrgebacks, Medicaid rebates,
product returns, administrative fees, and otheatesband prompt payment discounts. We accrue ésethiems at the time of sale and
continually monitor and re-evaluate the accrualaduitional information becomes available. We adjue accruals at the end of each
reporting period, to reflect any such updates ¢orétevant facts and circumstances. Accruals dimveel upon receipt of payment from the
customer or upon issuance of credit to the customer

The following table summarizes activity in the colidated balance sheets for accruals and allowdocake sixmonth periods ended Ju
30, 2015 and 2014, respectively:

(in thousands) Accruals for Chargebacks, Rebates, Returns and Othe\llowances
Administrative Prompt

Medicaid Fees and Othe Payment

Chargebacks Rebates Returns Rebates Discounts
Balance at December 31, 2013 $ 407¢ $ 25 $ 73€ $ 738 $ 332
Accruals/Adjustment 19,321 26¢€ 561 2,36( 742
Credits Taken Against Reserve (17,070 (322) (34€) (1,979 (739
Balance at June 30, 2014 $ 6,33: $ 197 $ 951 $ 1,121 $ 34C
Balance at December 31, 2014 $ 6,865 $ 2,26¢ $ 1,445 $ 1,487 $ 471
Accruals/Adjustment 31,90: 3,131 1,342 4,38¢ 1,83¢
Credits Taken Against Reserve (32,84)) (3,509 (1,06¢) (4,439 (1,825
Balance at June 30, 2015 $ 5921 $ 1,891 $ 1,71¢ 3 1,44C $ 48E

Credit Concentration
Our customers are primarily wholesale distributohain drug stores, group purchasing organizatiamd,pharmaceutical companies.

During the three-month period ended June 30, 2Bt&e customers represented 20%, 18%, and 15% oévenues, respectively. During
the six-month period ended June 30, 2015, these Hame customers represented 20%, 22%, and 19t ofvenues, respectively. As of
June 30, 2015, net accounts receivable from thestemers totaled $11.6 million. During the threenthaperiod ended June 30, 2014,
three customers represented 29%, 22%, and 14% ofvenues, respectively. During the six-monthqegnded June 30, 2014, these
same three customers represented 26%, 19%, an®fli6ébrevenues, respectively.




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

INDEBTEDNESS
Convertible Senior Notes

In December 2014, we issued $143.8 million of oaneertible Senior Notes due 2019 (the “Notes”) iregistered public offering. After
deducting the underwriting discounts and commissenmd other expenses (including the net cost dfdimel hedge and warrant, discussed
below), the net proceeds from the offering wereraximately $122.6 million. The Notes pay 3.0% ietrsemi-annually in arrears on
June 1 and December 1 of each year, starting am Ju2015 and are due December 1, 2019. The Naaoavertible into 2,068,793
shares of common stock, based on an initial corwemice of $69.48 per share.

The Notes are convertible at the option of the @o{gd during any calendar quarter beginning dffarch 31, 2015, if the last reported sale
price of the common stock for at least 20 tradiagsd(whether or not consecutive) during a perio8®€onsecutive trading days ending
the last trading day of the immediately precedialgrdar quarter is greater than or equal to 130#eo€onversion price on each
applicable trading day, (ii) during the five busisalays after any five consecutive trading dayoglen which the trading price per $1,000
principal amount of the Notes for each trading daguch period was less than 98% of the produth@fast reported sale price of our
common stock and the conversion rate on each sadimg day; and (iii) on or after June 1, 2019 Iuh# second scheduled trading day
immediately preceding the maturity date.

Upon conversion by the holders, we may elect tbesstich conversion in shares of our common stoagh, or a combination thereof. A
result of our cash conversion option, we separaetpunted for the value of the embedded convergition as a debt discount (with an
offset to Additional Paid in Capital (“APIC")) of38.6 million. The value of the embedded conversiption was determined based on the
estimated fair value of the debt without the cosiar feature, which was determined using marketparables to estimate the fair value
similar non-convertible debt (see Note 12). Thetdidcount is being amortized as additional noriidaterest expense using the effective
interest method over the term of the Notes.

Offering costs of $5.5 million have been allocatethe debt and equity components in proportiotinéoallocation of proceeds to the
components, as deferred financing costs and epsityance costs, respectively. The deferred fingnoirsts of $4.2 million are being
amortized as additional non-cash interest expesisg the straight-line method over the term ofdkbt, since this method was not
significantly different from the effective interasethod. The $1.3 million portion allocated to égissuance costs was charged to APIC.

A portion of the offering proceeds was used to $iameously enter into “bond hedge” (or purchasdl) aad “warrant” (or written call)
transactions with an affiliate of one of the offeriunderwriters (collectively, the “Call Option Qlay”). We entered into the Call Option
Overlay to synthetically raise the initial conversiprice of the Notes to $96.21 per share and ethe potential common stock dilution
that may arise from the conversion of the Noteg &kercise price of the bond hedge is $69.48 mreskvith an underlying 2,068,792
common shares; the exercise price of the warré6s21 per share of our common stock, also withraterlying 2,068,792 common
shares. Because the bond hedge and warrant arenetted to our common stock and otherwise wouldlassified as equity, we recor(
both elements as equity, resulting in a net redadt® APIC of $15.6 million.

The carrying value of the Notes is as follows adwfe 30:

(in thousands) 2015

Principal amoun $ 143,75(
Unamortized debt discount (30,079
Net carrying valut $ 113,67.

10




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)
3. INDEBTEDNESS - continued

The following table sets forth the components tditinterest expense related to the Notes recodnizéhe accompanying consolidated
statements of operations for the three and six-hsabhded June 30, 2015:

Three months ender Six months endel

(in thousands) June 30, 201¢ June 30, 201t
Contractual coupo $ 1,07¢ $ 2,15¢
Amortization of debt discour 1,501 2,981
Amortization of finance fee 211 422
Capitalized interest (6) (15)
$ 2,78 $ 5,54+

The effective interest rate on the Notes is 7.7&t annualized basis.
4. EARNINGS PER SHARE

Basic earnings per share is computed by dividirtgnm®me available to common shareholders by thighted-average number of shares
of common stock outstanding during the period.

For periods of net income, and when the effectiatanti-dilutive, we calculate diluted earnings phare by dividing net income
available to common shareholders by the weightexteape number of shares outstanding plus the ingfadk potential dilutive common
shares, consisting primarily of common stock optiamvested restricted stock awards, stock purcvasents, and any conversion gain
on our Notes (see Note 3), using the treasury stuatkod. For periods of net loss, diluted lossgbere is calculated similarly to basic loss
per share.

Our unvested restricted shares contain non-folfleteghts to dividends, and therefore are considéo be participating securities; in
periods of net income, the calculation of basic dituted earnings per share excludes from the natoenet income attributable to the
unvested restricted shares, and excludes the ingpHudse shares from the denominator.

For purposes of determining diluted earnings pareshwve have elected a policy to assume that iheipal portion of the Notes (see Note
3) is settled in cash. As such, the principal portof the Notes has no effect on either the nuroe@tdenominator when determining
diluted earnings per share. Any conversion gaasg@imed to be settled in shares and is incorpoiratiitited earnings per share using the
treasury method. The warrants issued in conjunatiitim the issuance of the Notes (see Note 3) amsidered to be dilutive when they are
in-the-money relative to our average stock pricenduthe period; the bond hedge purchased in catipmwith the issuance of the Notes
is always considered to be anti-dilutive.

11




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)
4. EARNINGS PER SHARE - continued

Earnings per share for the three and six-montheeddne 30, 2015 and 2014 are calculated for basidiluted earnings per share as

follows:
Basic Diluted Basic Diluted
Three months ended Three months ended Six months ended Six months ended
(in thousands, except per share amol June 30, June 30, June 30, June 30,
2015 2014 2015 2014 2015 2014 2015 2014
Net income/(loss $ 3571 $ (2,36) $ 3571 $ (2,36) $ 7,94C $ 99 $ 7.94C $ 99¢

Net income allocated to warrar (6) - (6)
Net income allocated to restricted
stock (24) - (23) - (53) (5) (52) (5)
Net income/(loss) from continuir
operations allocated to common

shares $ 354 $ (2,36) $ 354t $ (2,36) $ 7,88 $ 98t ¢ 788t $ 98¢t

Basic Weighted-Average Shares

Outstanding 11,34« 11,23 11,34« 11,23 11,33t 10,61: 11,33t 10,61

Dilutive effect of stock options 20E - 221 28
Diluted Weighted-Average Shares

Outstanding 11,54¢ 11,23 11,55¢ 10,64(
Earnings/(Loss) Per Sha $ 031 $ (©02) $ 031 $ 02y $ 07¢ $ 00 $ 06 $ 0.0¢

The number of anti-dilutive shares, which have beeriuded from the computation of diluted earnipgsshare, including the shares
underlying the Notes, was 4.6 million and 1.1 roillifor the three months ended June 30, 2015 andl, 264pectively, and was 4.6 million
and 0.7 million for the six months ended June 80,52and 2014, respectively. Anti-dilutive sharessist of out-of-the-money Class C
Special stock, out-of-the-money common stock opti@@mmon stock options that are anti-dilutive whaltulating the impact of the
potential dilutive common shares using the treastogk method, and out-of-the-money warrants egahté for common stock.

As of June 30, 2015, we had 0.5 million optionsstariding to purchase common stock, 76 thousandstet/eestricted stock awards, and
2.4 million warrants to purchase common stock.

5. INVENTORIES

Inventories consist of the following as of:

June 30, December 31
(in thousands) 2015 2014

Raw materialt $ 9,94t $ 5,05¢
Packaging materia 92z 794
Work-in-progress 35C 411
Finished goods 1,76: 1,36¢
12,98( 7,62¢

Reserve for excess/obsolete inventories (279 (111
Inventories, net $ 12,70: $ 7,51¢
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

INVENTORIES - continued
Vendor Concentration

We source the raw materials for our products, ididg active pharmaceutical ingredients (“API”),ftdoth domestic and international
suppliers. Generally, only a single source of APgualified for use in each product due to thescastl time required to validate a second
source of supply. As a result, we are dependem opo current vendors to reliably supply the ARjuieed for ongoing product
manufacturing. During the three months ended JOn@@&15, we purchased approximately 43% of ournitwy from two suppliers.

During the six months ended June 30, 2015, we segthapproximately 40% of our inventory from theasawo suppliers. As of June 30,
2015, amounts payable to these suppliers was imi@lateuring the three months ended June 30, 2@®&4purchased approximately 34%
of our inventory from two suppliers. During the simonths ended June 30, 2014, we purchased appri@ymd®% of our inventory from
the same two suppliers.

PROPERTY, PLANT, AND EQUIPMENT

Property, plant, and equipment consist of the foilhg as of:

June 30, December 31
(in thousands) 2015 2014

Land $ 87 $ 87
Buildings 3,68 3,68:
Machinery, furniture and equipme 5,47: 4,822
Construction in progress 15C 42€
9,39 9,017

Less: accumulated depreciation (4,147) (3,799
Property, Plant and Equipment, net $ 5,24¢ $ 5,22

Depreciation expense for the three-month periode@dune 30, 2015 and 2014 totaled $0.2 millionghd million, respectively.
Depreciation expense totaled $0.3 million for eaftthe six-month periods ended June 30, 2015 atd.Z2During the three and six-month
periods ended June 30, 2015, there was $6 thoasah#i15 thousand of interest capitalized into cootibn in progress, respectively. In
the three and six-month periods ended June 30,,20é¢ was no interest capitalized into constoucin progress.

GOODWILL AND INTANGIBLE ASSETS
Goodwill

As a result of our 2013 merger with BioSante Phaeuécals, Inc. (“BioSante”)we recorded goodwill of $1.8 million in our one ogfing
unit. We assess the recoverability of the carryialge of goodwill as of October 31 of each yead atenever events occur or
circumstances change that would, more likely tham reduce the fair value of our reporting unitdvelits carrying value. There have been
no events or changes in circumstances that wowld reduced the fair value of our reporting unitobelts carrying value from the most
recent assessment on October 31, 2014, through3Dyr2®15. No impairment losses were recognizethduhe three or six months ended
June 30, 2015 or 2014.
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(unaudited)
7. GOODWILL AND INTANGIBLE ASSETS - continued
Acquisition of Abbreviated New Drug Application
In March 2015 we purchased from Teva Pharmacest{takva”) the Abbreviated New Drug Application (WDA") for a generic produc
Flecainide Acetate tablets, for $4.5 million inlc@nd a percentage of future gross profits frondped sales. We accounted for this
transaction as an asset purchase. The ANDA is laimagtized in full over its useful life of 10 years
Testosterone Gel NDA
As part of our 2013 merger with BioSante, we acelim testosterone gel product that was licens&eva (the “Teva license”). In May
2015, we acquired from Teva the approved new dppdjeation (“NDA”) for the previously-licensed pradt. Pursuant to the terms of the
purchase agreement, upon commercialization, wepaill Teva a royalty of up to $5 million, at a rafe&5% of the consideration we rece
as a result of commercial sale of the product. \AMeshassessed the value of the Teva license unelaeth structure and determined that
the asset was not impaired as of the May 2015 aitigui date. We will continue to assess the assgtdtential impairment on an @wing
basis.
Definite-Lived Intangible Assets
The components of our definite-lived intangibleedssare as follows:
(in thousands) June 30, 201¢ December 31, 201. Weighted Average
Gross Carrying Accumulated Gross Carrying Accumulated Amortization
Amount Amortization Amount Amortization Period
Acquired ANDA intangible asse $ 17,077 $ (2,089 $ 12577 $ (1,317 10 years
Product rights 22,52: (2,25% 22,52 (1,139 10 years
Testosterone gel NDA 10,90( (1,982) 10,90( (1,487 11 years
$ 50,49¢ $ (6,325 $ 45,99¢ $ (3,939

Our acquired ANDA intangible assets consist ofdkelusive rights, including all of the applicabéehnical data and other relevant
information, to produce certain pharmaceutical patsl that we acquired from various companies, @iolyithe group of ANDAs acquired
from Teva in the first quarter of 2014 and the &#ddal ANDA acquired in 2015. The product rightsets consist of the exclusive rights,
including all of the applicable technical data aiger relevant information, to produce certain biethpharmaceutical products that we
acquired from various companies, including the dlfid and Vancocin products acquired in the thirdrtgr of 2014. The testosterone gel
NDA was acquired in May 2015. Definite-lived intablg assets are stated at cost, net of amortizatiorg the straight line method over
the expected useful lives of the intangible asgatsortization expense was $1.2 million and $0.68ioml for the three months ended June
30, 2015 and 2014, respectively. Amortization eggenas $2.4 million and $1.1 million for the six mius ended June 30, 2015 and 2014
respectively.

We test for impairment of definitiered intangible assets when events or circumstaimaicate that the carrying value of the assetg maod

be recoverable. No such triggering events weretiiilssh during the three and six months ended Juhe&815 and 2014 and therefore no
impairment loss was recognized in the three andnsirths ended June 30, 2015 or 2014.
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(unaudited)
GOODWILL AND INTANGIBLE ASSETS - continued
Expected future amortization expense is as follows:
(in thousands

2015 (remainder of the yes $ 2,467
2016 4,93t
2017 4,93t
2018 4,93t
2019 4,93t
2020 and thereafter 21,96°
Total $ 44,17

STOCK-BASED COMPENSATION

All stock options and restricted stock are granteder the ANI Pharmaceuticals, Inc. Fourth Amenaled Restated 2008 Stock Incentive
Plan (the “2008 Plan”). As of June 30, 2015, 0.8iom shares of our common stock remained avail&méssuance under the 2008 Plan.

Total expense related to stock options for thegimenths ended June 30, 2015 was $0.8 millionti$@@sand of which was recognized as
cost of sales, $33 thousand as research and devehtgxpense, and $0.7 million as sales, generdladministrative (“SG&A”) expense.
Total expense related to stock options for tharsinths ended June 30, 2015 was $1.3 million, $8Wsand of which was recognized as
cost of sales, $49 thousand as research and devehtgxpense, and $1.2 million as SG&A expensel Boipense related to stock opti
for both the three and six months ended June 30} 2@Gs $1.9 million, $1.3 million of which was amrecurring catch-up adjustment
related to the 325 thousand stock options prewoasproved by the Board of Directors on July 1212@and August 1, 2013, which were
approved at the May 22, 2014 annual meeting. O$1h@ million of options expense recognized inttivee and six months ended June
2014, $70 thousand was recognized as cost of $16ghousand as research and development ex@ents81.8 million as SG&A
expense. Total expense related to restricted gpanits for the three and six months ended Jun2@®g was $0.2 million and $0.3 millic
respectively, all of which was recognized as SG&fense. Total expense related to restricted stoahktg for the three and six months
ended June 30, 2014 was $79 thousand and $0.bmiléspectively, all of which was recognized ag8&xpense.

A summary of stock option and restricted stockwgtiunder the Plan during the six months endec& R0 2015 and 2014 is presented
below:

(in thousands Options RSAs
Outstanding December 31, 20 12C 50
Grantec 80 30
Options previously granted, approved by sharehs| 32t -
Options Exercised/RSAs Vest (31) -
Expired (60) -
Outstanding June 30, 2014 434 80
Outstanding December 31, 20 45¢ 63
Grantec 12C 28
Options Exercised/RSAs Vest (31) (20
Forfeited (33) (5
Outstanding June 30, 2015 514 76
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

STOCKHOLDER’S EQUITY

On March 10, 2014, we completed a follow-on pubfiering of 1.6 million shares of our common st@tla public offering price of
$31.00 per share (the “March 2014 Offering”). Weeiged gross proceeds of $50.0 million, or net peadls of $46.7 million after
deducting costs of $3.3 million, including the undeters’ fees and commissions, as well as expedsestly related to the March 2014
Offering. The number of shares sold in the March 2014 Offemicludes the exercise in full by the underwritef$heir option to purchas
an additional 0.2 million shares of common stock.

Warrants to purchase 0.1 million shares of comntocksexpired unexercised during both the threesindhonths ended June 30, 2015.
No warrants to purchase shares of common stockezkpnexercised during the three and six monthseddne 30, 2014. No warrants to
purchase shares of common stock were exerciséx ithtee and six months ended June 30, 2015. rada014, warrants to purchase
aggregate of 20 thousand shares of common stoak exarcised at $9.00 per share.

INCOME TAXES

We use the asset and liability method of accourfingncome taxes. Deferred tax assets and liagdsliare determined based on difference
between the financial reporting and tax bases sétasand liabilities and are measured using thetedidax rates and laws that are expe
to be in effect when the differences are expeaigdverse. The effect on deferred tax assets ahiliies of a change in tax rates is
recognized in the period that such tax rate chaagesnacted.

The measurement of a deferred tax asset is redificegtessary, by a valuation allowance if it isrmbkely than not that some portion or
all of the deferred tax asset will not be realiz&s.of both June 30, 2015 and December 31, 201hasegrovided a valuation allowance
against certain state net operating loss carryfatsvaf approximately $0.1 million. For interim peals, we recognize an income tax
provision/(benefit) based on our estimated annffattve tax rate expected for the entire year. d&lleulate income tax benefits related to
stock-based compensation arrangements using theawit without method.

We use a recognition threshold and a measuremigibuse for the financial statement recognition anelasurement of tax positions taken
or expected to be taken in a tax return, as walluidance on derecognition, classification, inteaesl penalties and financial statement
reporting disclosures. For those benefits to begeized, a tax position must be more-likely-thantoede sustained upon examination by
taxing authorities. We have not identified any utaie income tax positions that could have a matémpact on the financial statements.
We are subject to taxation in various jurisdictiamsl all of our income tax returns remain subje@xamination by tax authorities due to
the availability of NOL carryforwards.

We recognize interest and penalties accrued oruargcognized tax exposures as a component of intaxexpense. We did not have
such amounts accrued as of June 30, 2015 and Dec&hp2014.

The effective tax rate for the three and six-mgrghods ended June 30, 2015 were 37.0% and 36.9¥edbx income reported in the
period, respectively, calculated based on the estichannual effective rate anticipated for the yealing December 31, 2015. The
effective tax rate for the period was primarilyeaffed by the impact of state taxes and perman#atatices. We have elected to exclude
the impacts from significant pre-tax non-recognigaldlsequent events from our estimated annual eiecite. Our estimated annual
effective rate is primarily driven by our forecasfgre-tax income and estimated permanent diffeser@eanges in the estimated annual
effective rate during the year are primarily drivnperiodic changes to our forecasted pre-taxnreorlhe utilization of our NOL
carryforwards will be limited in future years agpcribed by Section 382 of the U.S. Internal Reedbade. For the comparable three and
six-month periods ended June 30, 2014, the efiettix rates were (5.3)% and 2.9% of pre-tax (Ioss)me reported in the period,
respectively, calculated based on the estimatedamifective rate anticipated for the year end@gember 31, 2014. The effective tax
rate for the period was primarily impacted by tbsslin the second quarter, the use of the NOL framards and changes in our valuation
allowance, most of which was released in the fogthrter of 2014.
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

11. COMMITMENTS AND CONTINGENCIES
Operating Leases

We lease equipment under operating leases thateerpMay 2017. We also lease office space underatimg leases that expire beginn
in February 2016 through September 2018. Futurénmoim lease payments due under these leases tofahilion as of June 30, 2015.

Rent expense for the three months ended June 38,80l 2014 totaled $20 thousand and $19 thousasgpkctively. Rent expense for the
six months ended June 30, 2015 and 2014 totaledfB@8®and and $36 thousand, respectively.

Government Regulation

Our products and facilities are subject to regalatly a number of federal and state governmentai@gs. The Food and Drug
Administration (“FDA"), in particular, maintains evsight of the formulation, manufacture, distributi packaging and labeling of all of
our products. The Drug Enforcement AdministratiibA”) maintains oversight over our products that aontrolled substances.

Unapproved Products

Two of our products, Esterified Estrogen with Mdtagtosterone tablets (‘EEMT”) and Opium Tinctuses marketed without approved
New Drug Applications (“NDAs”") or ANDAs. During théhree months ended June 30, 2015 and 2014, reztues for these products
totaled $11.0 million and $3.8 million, respectieDuring the six months ended June 30, 2015 anid 2@t revenues for these products
totaled $21.3 million and $10.5 million, respectye

The FDA's policy with respect to the continued nedirkg of unapproved products is stated in the FI3&ptember 2011 Compliance
Policy Guide Sec. 440.100 titled “Marketed New Dwgthout Approved NDAs or ANDAS.” Under this poficthe FDA has stated that it
will follow a risk-based approach with regard tda@nement against such unapproved products. The &24uates whether to initiate
enforcement action on a case-by-case basis, bes gigher priority to enforcement action againstpicts in certain categories, such as
those marketed as unapproved drugs with potemtiatysrisks or that lack evidence of effectiven&ye. believe that, so long as we com
with applicable manufacturing standards, the FDA nat take action against us under the currenbeeiment policy. There can be no
assurance, however, that the FDA will continue gracy or not take a contrary position with angiidual product or group of products.
If the FDA were to take a contrary position, we nb@yrequired to seek FDA approval for these pradaciwithdraw such products from
the market. If we decide to withdraw the productsrf the market, our net revenues for generic pheentical products would decline
materially, and if we decide to seek FDA approwad,would face increased expenses and might nesusfzend sales of the products until
such approval was obtained, and there are no ag®ag#hat we would receive such approval.

In addition, one group of products that we manufecbn behalf of a contract customer is marketethlycustomer without an approved
NDA. If the FDA took enforcement action againsttswastomer, the customer may be required to seékagproval for the group of
products or withdraw them from the market. Our cacttmanufacturing revenues for these unapproveduats for the three months ens
June 30, 2015 and 2014 were $0.5 million and $0lllom respectively. Our contract manufacturingeaues for these unapproved
products for the six months ended June 30, 20126ahd were $0.8 million and $0.5 million, respeet

We receive royalties on the net sales of a grouppofract-manufactured products, which are markkeyetthe contract customer without an
approved NDA. If the FDA took enforcement actiomiagt such customer, the customer may be requiredak FDA approval for the
group of products or withdraw them from the markatr royalties on the net sales of these unapprpwedicts for each of the three
months ended June 30, 2015 and 2014 were $0. bmifliur royalties on the net sales of these unapprproducts for each of the six
months ended June 30, 2015 and 2014 were $0.2milli
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

COMMITMENTS AND CONTINGENCIES - continued
Louisiana Medicaid Lawsuit

On September 11, 2013, the Attorney General oftate of Louisiana filed a lawsuit in Louisianatsteourt against numerous
pharmaceutical companies, including us, under uargiate laws, alleging that each defendant cahsestate’s Medicaid agency to
provide reimbursement for drug products that aliigeere not approved by the FDA and thereforegaity not reimbursable under the
federal Medicaid program. The lawsuit relates te¢hcough and cold prescription products manufadtand sold by our former Gulfport,
Mississippi operation, which was sold in Septen##0. Through its lawsuit, the state seeks unspéaifamages, statutory fines,
penalties, attorneys’ fees and costs. On Octobe?2dB3, the defendants removed the lawsuit to tise District Court. On November 14,
2013, the state filed a motion to remand the latisuihe Louisiana state court. On September 304 2the U.S. District Court remanded
the case from the federal to the state court. ki@ cannot predict the outcome of the lawsuihigttime, we could be subject to material
damages, penalties and fines. We intend to vigtyalefend against all claims in the lawsuit.

Other Commitments and Contingencies

All manufacturers of the drug Reglan and its genequivalent metoclopramide, including ANI, areif@callegations from plaintiffs in
various states, including California, New Jerseg Bennsylvania, claiming bodily injuries as a restiingestion of metoclopramide or its
brand name, Reglan, prior to the FDA's Februan®Z®@ck Box warning requirement. In August 2012, wexe dismissed with prejudice
from all New Jersey cases. We consider our expdsutes litigation to be limited due to severattiars: (1) the only generic
metoclopramide that we manufactured prior to thelé@mentation of the FDA's warning requirement wa®il solution introduced after
May 28, 2008; (2) our market share for the oralisoh was a very small portion of the overall méspcamide market; and (3) once we
received a request for change of labeling fromRDBé&, we submitted our proposed changes within 3@&dand such changes were
subsequently approved by the FDA.

At the present time, we are unable to assesskbly lbutcome of the cases in the remaining st&es.insurance company has assumed th
defense of this matter. However, our current prodability insurance policy contains absolute ersibns for claims related to Reglan and
metoclopramide. We cannot provide assurancestikaiutcome of these matters will not have an aéveffect on our business, financial
condition, and operating results. Furthermore, fikgpharmaceutical manufacturers, we may be exptisether product liability claims in
the future, which could further limit our coverageder future insurance policies or cause thoseipslio become more expensive, which
could harm our business, financial condition, apdrating results.

FAIR VALUE DISCLOSURES

Fair value is the price that would be received ftbe sale of an asset or paid to transfer a liglkalssuming an orderly transaction in the
most advantageous market at the measurement d&eGWBAP establishes a hierarchical disclosure éaork that prioritizes and ranks
the level of observability of inputs used in measgifair value.

The inputs used in measuring the fair value of Gawh cash equivalents are considered to be lewehtcordance with the thraer fair
value hierarchy. The fair market values are basedesiodend statements supplied by the various banks asictks that held the major
of our funds. The fair value of shadrm financial instruments (primarily accounts igable, prepaid expenses, accounts payable, ac
expenses, borrowings under line of credit, androatherent liabilities) approximate their carryinglues because of their shéerm nature
While our Notes are recorded on our consolidatéadnta sheets at their net carrying value of $1&8lifon as of June 30, 2015, the Nc
are being traded on the bond market and theifdirlivalue is $163.7 million, based on their clasprice on June 30, 2015, a Level 1 in
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ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

12. FAIR VALUE DISCLOSURES - continued
Financial Assets and Liabilities Measured at Fair \&lue on a Recurring Basis

Our contingent value rights (“CVRs"), which wereagted coincident with our merger with BioSante,@msidered contingent
consideration and are classified as liabilitiess@sh, the CVRs were recorded as purchase contiatesd their estimated fair value, using
level 3 inputs, and are marked to market each tigygoperiod until settlement. The fair value of C¥R estimated using the present value
of our projection of the expected payments purstatiie terms of the CVR agreement, which is theary unobservable input. If our
projection or expected payments were to increastantially, the value of the CVRs could increas@ aesult. The present value of the
liability was calculated using a discount rate %4 We determined that the fair value of the CVd®g]l the changes in such fair value,
immaterial as of June 30, 2015 and December 34,201d for the three and six months ended Jun2@®® and 2014.

The following table presents our financial assets l@bilities accounted for at fair value on aueng basis as of June 30, 2015 and
December 31, 2014, by level within the fair valierarchy:

(in thousands)

Fair Value at

Description June 30, 2015 Level 1 Level 2 Level 3
Liabilities
CVRs $ - $ - $ - 3 >
Fair Value at
Description December 31, 201 Level 1 Level 2 Level 3
Liabilities
CVRs $ - $ - $ - $ =

Financial Liabilities Measured at Fair Value on a Non-Recurring Basis

In December 2014, we issued $143.8M of Notes (see ¥). Because we have the option to cash séglgstential conversion of t
Notes in cash, we separated the embedded convengiimm feature from the debt feature and accoameéfch component separately, bi
on the fair value of the debt component assumingamversion option. The calculation of the fairuabf the debt component required
use of Level 3 inputs, and was determined by catmng the fair value of similar nocenvertible debt, using a theoretical interest
9%. The theoretical interest rate was determineh fimarket comparables to estimate what the inteatstwould have been if there was
conversion option embedded in the Notes. The finey of the embedded conversion option was caktilasing the residual value met|
and is classified as equity.

A portion of the offering proceeds was used to $iameously enter into “bond hedge” (or purchasdl) aad “warrant” (or written call)
transactions with an affiliate of one of the offgriunderwriters (see Note 3). The exercise pridh@bond hedge is $69.48 per share, witl
an underlying 2,068,792 common shares; the exepeise of the warrant is $96.21 per share of ounmon stock, also with an underlyi
2,068,792 common shares.

19




ANI PHARMACEUTICALS, INC. AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

12. FAIR VALUE DISCLOSURES - continued

13.

We calculated the fair value of the bond hedge dasethe price we paid to purchase the call. Weutaied the fair value of the warrant
based on the price at which the affiliate purchdabedvarrants from us. Because the bond hedge an@mt are both indexed to our
common stock and otherwise would be classifiedqagy we recorded both elements as equity, rempiti a net reduction to APIC of
$15.6 million.

Non-Financial Assets and Liabilities Measured at Fia Value on a Recurring Basis

We do not have any non-financial assets and ltsslthat are measured at fair value on a recubrasis.

Non-Financial Assets and Liabilities Measured at Fa Value on a Non-Recurring Basis

We measure our long-lived assets, including prepetant and equipment, intangible assets and gdlp@ivfair value on a non-recurring
basis. These assets are recognized at fair valea thley are deemed to be other-than-temporarilpirad. No such fair value impairment
was recognized in the three months ended June038, @nd 2014.

In March 2015, we purchased from Teva the ANDARtecainide Acetate tablets for $4.5 million in castd a percentage of future gross
profits from product sales. The value of the ANDAsibased on the purchase price of $4.5 million.

SUBSEQUENT EVENT

In July 2015, we purchased from Teva the ANDAsZ®mpreviously marketed generic drug products fd& $#llion in cash and a
percentage of future gross profits from producésalhe transaction was funded by cash on hand.
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Item 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

The following Management’s Discussion and Analg&isinancial Condition and Results of Operationswd be read in conjunction with the
unaudited interim condensed consolidated finansiatements and the accompanying notes theretodedlin Part I, Item 1 of this Form 10-Q
quarterly report. This discussion contains forwdodking statements, based on current expectatiodsrelated to future events and our future
financial performance, that involve risks and urtaatties. Our actual results may differ materiafitpm those anticipated in these forw-
looking statements as a result of many importactois, including those set forth under “Risk Fa&bin our annual report on Form 10-K for
the year ended December 31, 2014.

EXECUTIVE OVERVIEW

ANI Pharmaceuticals, Inc. and its wholly-owned, salidated subsidiary, ANIP Acquisition Company gtwer, “ANI,” the “Company,” “we,”
“us,” or “our”) is an integrated specialty pharmatieal company developing, manufacturing, and miémgebranded and generic prescription
pharmaceuticals. Our targeted areas of producticievent currently include narcotics, oncolyticst{@ancers), hormones and steroids, and
complex formulations involving extended release emahbination products. We have two pharmaceuti@iufacturing facilities located in
Baudette, Minnesota that are capable of produdiabswolid dose products, as well as liquids andctdp, narcotics, and potent products that
must be manufactured in a fully-contained environtne

Our strategy is to use our assets to develop, exgquanufacture, and market branded and gener@iadiyeprescription pharmaceuticals. By
executing this strategy, we believe we will be @bleontinue to grow the business, expand and sifyesur product portfolio, and create long-
term value for our investors.

As of June 30, 2015, our products include both teedrand generic pharmaceuticals, specifically:

Generic Products Branded Products
Esterified Estrogen with Methyltestosterc Cortenems
Etodolac Reglan
Fluvoxamine Maleat Lithobid
Hydrocortisone Enem Vancocin

Methazolamide
Metoclopramide Syrup
Opium Tincture
Propafenont

We consider a variety of criteria in determiningigthproducts to develop, all of which influence theel of competition upon product launch.
These criteria include:

o Formulation Complexity. Our development and manufacturing capabilitiedknas to manufacture pharmaceuticals that arediffto
produce, including highly potent, extended releasejbination, and low dosage products. This abititynanufacture a variety of complex
products is a competitive strength that we intenkk¥erage in selecting products to develop or rfature.

« Patent Status. We seek to develop products whose branded biealguits do not have long-term patent protectioexisting patent
challenges

« Market Sizez. When determining whether to develop or acquirendividual product, we review the current and eotpd market size for
that product at launch, as well as forecasted @riosion upon conversion from branded to genei@iny. We endeavor to manufacture
products with sufficient market size to enableaisriter the market with a strong likelihood of lgeéible to price our product both
competitively and at a profi

« Profit Potential. We research the availability and cost of activarptaceutical ingredients in determining which prduo develop or
acquire. In determining the potential profit ofmguct, we forecast our anticipated market shateing, which includes expected price
erosion caused by competition from other generinufacturers, and the estimated cost to manufatterproducts

« Manufacturing. We generally seek to develop and manufactureystscat our own manufacturing plants in order tximée the
capacity and utilization of our facilities, to emswuality control in our products, and to maximgefit potential.
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. Competition. When determining whether to develop or acquiredividual product, we research the existing axgeeted market
share of generic competitors. We seek to develogduats for which we can obtain a large market steard may decline to develop a
product if we anticipate that many generic compegitvill be entering that product’s market. Ourhtjgspecialized manufacturing
facilities provide a means of entering niche makstich as hormone therapies, in which fewer geeerpanies would be able to

compete

GENERAL

The following table summarizes our results of opere for the periods indicated:

(in thousands
Net revenue

Operating expenst
Cost of sales (exclusive of depreciation and arnatitin)
Research and developme
Selling, general and administrati
Depreciation and amortization
Operating income/(los:
Interest (expense)/income, t
Other (expense)/income, net
Income/(loss) before provision for/benefit from dmee taxe:
(Provision for)/benefit from income taxes
Net income/(loss

The following table sets forth, for all periods icated, items in our unaudited condensed conselilstatements of operations as a percentag

of net revenues:

Net revenue

Operating expense¢
Cost of sales (exclusive of depreciation and arnatitin)
Research and developme
Selling, general and administrati
Depreciation and amortization
Operating income/(los:
Interest (expense)/income, t
Other (expense)/income, net
Income/(loss) before provision for/benefit from dmce taxe:
(Provision for)/benefit from income taxes
Net income/(loss

Three Months Ended June 30

Six Months Ended June 30

2015 2014 2015 2014
19,51¢ $ 6,641 $ 38,31F $ 17,54¢
3,141 2,115 5,892 4,73¢
99t 851 1,39¢ 1,227
5,551 5,43 10,30: 9,13¢
1,41¢ 70€ 2,74: 1,40¢
8,41« (2,460 17,98: 1,03¢
(2,749 3 (5,474 3
- (39) 68 (10)
5,66¢ (2,496 12,57¢ 1,02¢
(2,099 13¢ (4,63%) (32)
3,571 $ (2,369 $ 7,94C $ 99¢

Three Months Ended June 30,

Six Months Ended June 30,

2015 2014 2015 2014
100.(% 100.(% 100.(% 100.(%
16.1% 31.8% 15.0% 27.(%
5.1% 12.8% 3.6% 7.C%
28.0% 81.8% 26.5% 52.1%
7.5% 10.€% 7.2% 8.0%
43.1% (37.0% 46.5% 5.8%
14.1)% % 14.9% %
( 2%) (0.5)% ( 0.22)/0 %
29.(% B7.5% 32.5% 5.5%
(10.7)% 2.0% (12.1)% (0.2)%
18.5% (35.5% 20.7% 5.7%
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RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDEDNEJ30, 2015 AND 2014

Net Revenues

(in thousands) Three Months Ended June 3(

2015 2014 Change % Change
Generic pharmaceutical produs $ 13,76¢ $ 4,83¢ $ 8,92¢ 184.6%
Branded pharmaceutical produ 2,13¢ 56¢ 1,567 275.%
Contract manufacturin 1,091 1,152 (62) (5.9%
Contract services and other income 2,52t 9C 2,43t 2,705.(%
Total net revenues $ 1951t $ 6,647 $ 12,86¢ 193.€%

We derive substantially all of our revenues frotesaf generic and branded pharmaceutical prodootgract manufacturing, and contract
services, which include product development sesyitaoratory services, and royalties on net saflesrtain products.

Net revenues for the three months ended June 38,&6re $19.5 million compared to $6.6 million fbe same period in 2014, an increas
$12.9 million, or 193.6%, primarily as a resulttoé following factors:

« Net revenues for generic pharmaceutical products %£3.8 million during the three months ended Bhe2015, an increase
184.6% compared to $4.8 million for the same peo2014. The primary reason for the increase waebsed Esterified Estrogen
with Methyltestosterone tablets (‘EEMT”) revenudse to increases in prices per bottle, as welbesof Methazolamide, launched
in the fourth quarter of 2014, and Etodolac andBfenone, both of which were launched in the fjtsarter of 2015. Revenues for the
three months ended June 30, 2014 were also redyc®8.9 million in charges related to price prot@ticontract obligations for
EEMT. We also experienced increased sales for @ EHema product. We anticipate an increase in &M Esales during the
second half of 2015 based on new customer contséatiing in the third quarter of 201

As described in Note 1Commitments and Contingenciagsthe unaudited condensed consolidated finantagéments included in
Part |, Item 1 of this Form 10-Q quarterly reparg market EEMT and Opium Tincture without FDA-apgrd New Drug
Applications (“NDAs"). The FDA's policy with respeto the continued marketing of unapproved prodapisears in the FDA's
September 2011 Compliance Policy Guide Sec. 44Giflé0 "Marketed New Drugs without Approved NDAsANDAS." Under this
policy, the FDA has stated that it will follow aki-based approach with regard to enforcement agaiadketing of unapproved
products. The FDA evaluates whether to initiateos#ment action on a case-by-case basis, but bighsr priority to enforcement
action against products in certain categories, sisainose with potential safety risks or that leecklence of effectiveness. While we
believe that, so long as we comply with applicabnufacturing standards, the FDA will not take@ttgainst us under the current
enforcement policy, we can offer no assurancestligalFDA will continue this policy or not take antrary position with any
individual product or group of products. Our condgdmet revenues for these products for the threghmaended June 30, 2015 and
2014 were $11.0 million and $3.8 million, respeely

Net revenues for branded pharmaceutical produats $2 1 million during the three months ended BMhe2015, an increase

275.4% compared to $0.6 million for the same peiio2014. The primary reasons for the increase weles from our Lithobid and
Vancocin products, respectively, the product rigbterhich were acquired during the third quarte2@14.
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« Contract manufacturing revenues were $1.1 milliorirdy the three months ended June 30, 2015, aatem 5.3% compared to $1.2
million for the same period in 2014, due to timfgorders from contract manufacturing customerth@period. As described in Note
11, Commitments and Contingenciasthe unaudited condensed consolidated finantadéments included in Part I, Item 1 of this
Form 10-Q quarterly report, we contract manufactuggoup of products on behalf of a customer that@arketed by that customer
without an FDA-approved NDA. If the FDA took enferoent action against such customer, the customgbmeaequired to seek
FDA approval for the group of products or withdrédnem from the market. Our contract manufacturingneies for the group of
unapproved products for the three months ended 3an2015 and 2014 were $0.5 million and $0.1 orillirespectively

« Contract services and other income were $2.5 millioring the three months ended June 30, 201%caedse of 2,705.6% from $0.1
million for the same period in 2014, due primatiyroyalties received on sales of the authorizetege of Vancocin, the product
rights to which were acquired in the third quade2014. In the second quarter of 2015, our autlegrigeneric partner for Vancocin
adjusted its estimates for chargebacks, rebatdspthaer deductions from gross sales for the lastidiionths of 2014, which resulted in
a non-recurring $1.4 million increase in royaltyeaue. In the fourth quarter of 2015, the Compatpeets to launch an authorized
generic for Vancocin under its own label, whichlwéplace the authorized generic product curreotiyhe market.

As described in Note 1Commitments and Contingencidga the unaudited condensed consolidated finastééments included in
Part I, Item 1 of this Form 10-Q quarterly reparg receive royalties on the net sales of a groupofract-manufactured products,
which are marketed by the customer without an FpAraved NDA. If the FDA took enforcement action imgasuch customer, the
customer may be required to seek FDA approvalhfergroup of products or withdraw them from the nearlour royalties on the net
sales of these unapproved products were $0.1 milipeach of the three month periods ended Jun2@Ib and 201¢

Cost of Sales (Excluding Depreciation and Amortizabn)

(in thousands) Three Months Ended June 3(
2015 2014 Change % Change
Cost of sales (excl. depreciation and amortizai $ 3,141 $ 2,117 $ 1,024 48.4%

Cost of sales consists of direct labor, includirgnofacturing and packaging, active and inactiverphaaeutical ingredients, freight costs, and
packaging components. Cost of sales does not iadegreciation and amortization expense, whichpsnted as a separate component of
operating expenses on our unaudited interim corsdeosnsolidated statements of operations.

For the three months ended June 30, 2015, cosied Bicreased to $3.1 million from $2.1 milliom the same period in 2014, an increase of
$1.0 million or 48.4%, primarily as a result of inased sales in the period. Cost of sales as argage of net revenues decreased to 16.1%
during the three months ended June 30, 2015, frb®f8 during same period in 2014, primarily as altesf price increases for EEMT and a
favorable shift in product mix toward higher margiroducts, including our two branded products, dlid and VVancocin, which we acquirec
the third quarter of 2014.

We source the raw materials for our products, ididg active pharmaceutical ingredients (“API”),ftdoth domestic and international
suppliers. Generally, only a single source of APjualified for use in each product due to the aasttime required to validate a second so
of supply. Changes in API suppliers usually musaperoved by the FDA, which can take 18 month®ogér. As a result, we are dependent
upon our current vendors to reliably supply the Ad&juired for ongoing product manufacturing. Iniidd, certain of our API for our drug
products, including those that are marketed witlaggroved NDAs or ANDASs, are sourced from interoiadl suppliers. From time to time, we
have experienced temporary disruptions in the supptertain of such imported APIs due to FDA ingjens. During the three months ended
June 30, 2015, we purchased 43% of our inventam fiwo suppliers. As of June 30, 2015, amounts lpiayta these suppliers were
immaterial. In the three months ended June 30, 20&4$urchased 34% of our inventory from two suggli

Each year, we must submit a request to the DrugrEafment Agency (“DEA”) for a quota to purchase dngount of API needed to

manufacture Opium Tincture. Without an approvedtgdimm the DEA, we would not be able to purchagg #lom our supplier. As a result,
we are dependent upon the DEA to annually appraudfacient quota of API to support the continuedmafacture of Opium Tincture.
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Other Operating Expenses

(in thousands) Three Months Ended June 3C

2015 2014 Change % Change
Research and developme $ 99t 3 851 $ 144 16.9%
Selling, general and administrati 5,551 5,43: 11¢ 2.2%
Depreciation and amortization 1,41¢ 70€ 70¢ 100.4%
Total other operating expenses $ 7,961 $ 6,99C $ 971 13.9%

Other operating expenses consist of research aredagenent costs, selling, general and administeagxpenses, and depreciation and
amortization.

For the three months ended June 30, 2015, otheatipg expenses increased to $8.0 million from $7ildon for the same period in 2014, an
increase of $1.0 million, or 13.9%, primarily aseault of the following factors:

« Depreciation and amortization increased from $0lliam to $1.4 million, an increase of 100.4%, doeamortization of the product
rights for Lithobid and Vancocin, which rights wererchased during the third quarter of 2C

+ Research and development expenses increased fr@milon to $1.0 million, an increase of 16.9%iedto work on development
projects, including the ANDAs purchased from TewafPhaceuticals (“Teva”) in 2014, Flecainide, and/ mellaborations.

« Selling, general and administrative expenses isealightly from $5.4 million to $5.6 million, ancrease of 2.2%, primarily due to
increased expenses associated with business denabjactivities, increased stock-based compensakpanse rumates in 2015, ar
increases in personnel and related costs, partéfiet by a non-recurring $1.3 million catch-ugustiment in the second quarter of
2014 for non-cash stock-based compensation expensgnized upon shareholder approval of an incriasieares available for
issuance under our stock compensation .

Other (Expense)/Income

(in thousands) Three Months Ended June 3(C
2015 2014 Change % Change
Interest (expense)/income, 1 $ (2,749 $ 3 $ (2,757 NMm@
Other expense - (39) 39 (100.0%
Total other expense $ (2,749 $ (36) $ (2,719 Nm @

(0 Not Meaningful

For the three months ended June 30, 2015, othensrgncreased from $36 thousand to $2.7 milliotthfle same period in 2014, a change of
$2.7 million. This change resulted primarily fro2.8 million of interest expense recognized on mmertible debt balance during the period.
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Income Taxes

(in thousands) Three Months Ended June 3(
2015 2014 Change % Change
(Provision for)/Benefit from income tax $ (2,099 $ 13z $ (2,227) (1,674.9%

Our provision for income taxes consists of curamd deferred components, which include changearnleferred tax assets (“DTAs"), our
deferred tax liabilities (“DTLs"), and our valuati@llowance. In the fourth quarter of 2014, we reed the majority of the valuation allowance
we had recorded against our net DTAs. The reveraalthe result of our determination that it is mideely than not that we will realize the
benefits of our net DTAs as a result of our expemteof future profitability, among other factoRrior to the reversal, we had fully reserved
all our net DTAs.

For the three months ended June 30, 2015, we rezmhimcome tax expense of $2.1 million, versugnanme tax benefit of $0.1 million for
the same period in 2014, a change of $2.2 millidnis change was primarily due to the $2.1 milliamrent income tax provision recorded for
the second quarter of 2015. The effective taxfi@t¢he three months ended June 30, 2015 was 3@f@#e-tax income reported in the period,
calculated based on the estimated annual effecteeanticipated for the year ending December 8152The effective tax rate for the period
was primarily affected by the impact of state tazxed permanent differences. Changes in the estinaaieual effective rate during the year are
primarily driven by periodic changes to our fordedspre-tax income. The effective tax rate fortthee months ended June 30, 2014 was
(5.3)% of pretax income reported in the period, calculated basethe estimated annual effective rate anticipédethe year ending Decemi
31, 2014.

RESULTS OF OPERATIONS FOR THE SIX MONTHS ENDED JURE 2015 AND 2014

Net Revenues

(in thousands) Six Months Ended June 30

2015 2014 Change % Change
Generic pharmaceutical produs $ 26,02: $ 12,88( $ 13,14: 102.(%
Branded pharmaceutical produ 6,40¢ 1,35:% 5,05¢ 373.%
Contract manufacturin 2,29t 2,771 (47¢) 17.2%
Contract services and other income 3,591 547 3,04¢ 562.5%
Total net revenues $ 38,31 $ 17,54t $ 20,76¢ 118.2%

Net revenues for the six months ended June 30, 2@1& $38.3 million compared to $17.5 million foetsame period in 2014, an increas
$20.8 million, or 118.4%, primarily as a resulttoé following factors:

. Net revenues for generic pharmaceutical products %26.0 million during the six months ended Jube2®15, an increase
102.0% compared to $12.9 million for the same pkimo2014. The primary reason for the increase imareased Esterified
Estrogen with Methyltestosterone tablets (‘EEMTé&yenues, due to increases in prices per bottlweliss sales of
Methazolamide, launched in the fourth quarter df£2@&nd Etodolac and Propafenone, both of whictkewamched in the first
quarter of 2015. We also experienced increased faleur HC Enema product. We anticipate an irewéa our EEMT sales
during the second half of 2015 based on new custoorgracts starting in the third quarter of 2C

26




As described in Note 1Commitments and Contingenci@sthe unaudited condensed consolidated finantaaements included
in Part I, Item 1 of this Form 10-Q quarterly refpeve market EEMT and Opium Tincture without FDApapved New Drug
Applications (“NDAs"). The FDA's policy with respeto the continued marketing of unapproved prodapizears in the FDA's
September 2011 Compliance Policy Guide Sec. 44Gifléd "Marketed New Drugs without Approved NDAsANDAS." Under
this policy, the FDA has stated that it will follcavrisk-based approach with regard to enforcemgainat marketing of
unapproved products. The FDA evaluates whethaiitiate enforcement action on a case-by-case Hasigives higher priority
to enforcement action against products in certategories, such as those with potential safety iskhat lack evidence of
effectiveness. While we believe that, so long acermply with applicable manufacturing standards, FDA will not take action
against us under the current enforcement policycaveoffer no assurances that the FDA will contithig policy or not take a
contrary position with any individual product oogp of products. Our combined net revenues foretipesducts for the six
months ended June 30, 2015 and 2014 were $21i8mélhd $10.5 million, respectivel

. Net revenues for branded pharmaceutical producate $&4 million during the six months ended Jung2B15, an increase
373.6% compared to $1.4 million for the same pemo2014. The primary reasons for the increase wales from our Lithobid
and Vancocin products, respectively, the prodgttts to which were acquired during the third quanfe2014.

. Contract manufacturing revenues were $2.3 milliorirdy the six months ended June 30, 2015, a dexdeas/.2% compared to
$2.8 million for the same period in 2014, due toitig of orders from contract manufacturing custaierthe period. As
described in Note 1IZommitments and Contingenci@sthe unaudited condensed consolidated finantaéents included in
Part I, Item 1 of this Form 10-Q quarterly reperg contract manufacture a group of products onlbeha customer that are
marketed by that customer without an FDA-approv&HANIf the FDA took enforcement action against saalstomer, the
customer may be required to seek FDA approvalfergroup of products or withdraw them from the rearlour contract
manufacturing revenues for the group of unapprgwreducts for the six months ended June 30, 2012844 were $0.8 million
and $0.5 million, respectivel

. Contract services and other income were $3.6 millioring the six months ended June 30, 2015, arase of 562.5% from $0.5
million for the same period in 2014, due primatiyroyalties received on sales of the authorizetege of Vancocin, the product
rights to which were acquired in the third quade2014. In the second quarter of 2015, our autlegrigeneric partner for
Vancocin adjusted its estimates for chargebackstes, and other deductions from gross sales édast five months of 2014,
which resulted in a non-recurring $1.4 million iease in royalty revenue. In the fourth quarter@#%, the Company expects to
launch an authorized generic for Vancocin undeota label, which will replace the authorized géneroduct currently on the
market.

As described in Note 1Gommitments and Contingencigs the unaudited condensed consolidated finastééments included
in Part I, Item 1 of this Form 10-Q quarterly refpave receive royalties on the net sales of a gafugpntract-manufactured
products, which are marketed by the customer withau-DA-approved NDA. If the FDA took enforcemewtion against such
customer, the customer may be required to seek &fiphoval for the group of products or withdraw thieam the market. Our
royalties on the net sales of these unapproveduptedvere $0.2 million and $0.1 million for the smonth periods ended June
2015 and 2014, respective

Cost of Sales (Excluding Depreciation and Amortizabn)

(in thousands) Six Months Ended June 30
2015 2014 Change % Change
Cost of sales (excl. depreciation and amortizal $ 589: $ 4,73¢ $ 1,15 24.2%

For the six months ended June 30, 2015, cost ef satreased to $5.9 million from $4.7 million the same period in 2014, an increase of
$1.2 million or 24.3%, primarily as a result of inased sales in the period. Cost of sales as argage of net revenues decreased to 15.4%
during the six months ended June 30, 2015, frof% during same period in 2014, primarily as a tesiuprice increases for EEMT and a
favorable shift in product mix toward higher margiroducts, including our two branded products, dliid and VVancocin, which we acquirec
the third quarter of 2014.
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We source the raw materials for our products, ididg active pharmaceutical ingredients (“API”),ftdoth domestic and international
suppliers. Generally, only a single source of APjualified for use in each product due to the aasttime required to validate a second so
of supply. Changes in API suppliers usually musaperoved by the FDA, which can take 18 month®ogér. As a result, we are dependent
upon our current vendors to reliably supply the Ad&juired for ongoing product manufacturing. Iniidd, certain of our API for our drug
products, including those that are marketed witlagugroved NDAs or ANDASs, are sourced from interoiadl suppliers. From time to time, we
have experienced temporary disruptions in the supptertain of such imported APIs due to FDA insi@ns. During the six months ended
June 30, 2015, we purchased 40% of our inventam fiwo suppliers. As of June 30, 2015, amounts lpiayta these suppliers were
immaterial. In the six months ended June 30, 2@&4purchased 40% of our inventory from two supplier

Each year, we must submit a request to the DrugrEafent Agency (“DEA”) for a quota to purchase dngount of API needed to
manufacture Opium Tincture. Without an approvedtgdimm the DEA, we would not be able to purchagg #lom our supplier. As a result,
we are dependent upon the DEA to annually appraudfacient quota of API to support the continuedmafacture of Opium Tincture.

Other Operating Expenses

(in thousands) Six Months Ended June 30,

2015 2014 Change % Change
Research and developmt $ 1,39¢ $ 1,227 $ 171 13.%%
Selling, general and administrati 10,30: 9,13¢ 1,16¢ 12.8%
Depreciation and amortization 2,742 1,40¢ 1,33: 94.¢%
Total other operating expenses $ 14,44; $ 11,77: $ 2,67( 22.1%

For the six months ended June 30, 2015, other tipgrexpenses increased to $14.4 million from $Milon for the same period in 2014, an
increase of $2.7 million, or 22.7%, primarily aseault of the following factors:

« Depreciation and amortization increased from $lildam to $2.7 million, an increase of 94.6%, dweatmortization of the product
rights for Lithobid and Vancocin, which rights wererchased during the third quarter of 2C

« Selling, general and administrative expenses isegérom $9.1 million to $10.3 million, an increafel2.8%, primarily due to
increased expenses associated with business devabactivities, increased stock-based compensaiipanse run-rates in 2015,
and increases in personnel and related costsalpadifset by a non-recurring $1.3 million catch-adjustment in the second quarter
of 2014 for non-cash stock-based compensation eepetognized upon shareholder approval of anasera shares available for
issuance under our stock compensation |

« Research and development expenses increased fr@mdlion to $1.4 million, an increase of 13.9%iedto work on development
projects, including the ANDAs purchased from Tewd aew collaboration:
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Other (Expense)/Income

(in thousands) Six Months Ended June 30
2015 2014 Change % Change
Interest (expense)/income, 1 $ (5,474 $ 33 (5,477) NM@®
Other income/(expense), net 68 (10) 78 (780.0%
Total other expense $ (5,406) $ 7 $ (5,399 NM@®

(1) Not Meaningful

For the six months ended June 30, 2015, we recedmither expense of $5.4 million, an increase of $illion from other expense of $7
thousand for the same period in 2014. This chaegelted primarily from $5.5 million of interest exgse recognized on our convertible debt
balance during the period.

Income Taxes

(in thousands) Six Months Ended June 30
2015 2014 Change % Change
(Provision for)/Benefit from income tax $ (4,635 $ 32 $ (4,609 NM@®

(1) Not Meaningful

Our provision for income taxes consists of curamd deferred components, which include changearnleferred tax assets (“DTAs"), our
deferred tax liabilities (“DTLs"), and our valuati@llowance. In the fourth quarter of 2014, we regd the majority of the valuation allowance
we had recorded against our net DTAs. The reveraalthe result of our determination that it is mideely than not that we will realize the
benefits of our net DTAs as a result of our expemteof future profitability, among other factoRrior to the reversal, we had fully reserved
all our net DTAs.

For the six months ended June 30, 2015, we recedricome tax expense of $4.6 million, versus inedax expense of $32 thousand for the
same period in 2014, an increase of $4.6 millidnisThange was primarily due to the $4.6 millionrent income tax provision recorded for
the first half of 2015. The effective tax rate the six months ended June 30, 2015 was 36.9% eBgrimcome reported in the period,
calculated based on the estimated annual effecteeanticipated for the year ending December 8152The effective tax rate for the period
was primarily affected by the impact of state tazxed permanent differences. Changes in the estinaaieual effective rate during the year are
primarily driven by periodic changes to our fordedspre-tax income. The effective tax rate forghemonths ended June 30, 2014 was 2.9%
of pre-tax income reported in the period, calculdiased on the estimated annual effective rateipated for the year ending December 31,
2014.
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LIQUIDITY AND CAPITAL RESOURCES

The following table highlights selected liquiditpchworking capital information from our balance stse

(in thousands June 30, December 31,
2015 2014

Cash and cash equivale $ 166,73. $ 169,03
Accounts receivable, n 18,88( 17,29:
Inventories, ne 12,70: 7,51¢
Prepaid income taxe 1,022 -
Deferred tax assets, net of valuation allowe 7,99¢ 7,64:
Prepaid expenses and other current assets 1,61t 1,98¢
Total current assets $ 208,94¢ $ 203,47¢
Accounts payabl $ 1,328 $ 2,65¢
Accrued expenses and ott 1,17C 1,26¢
Accrued compensation and related expe 844 1,34¢
Current income taxes payal - 4,25:
Accrued Medicaid rebate 1,891 2,264
Returned goods reserve 1,71¢ 1,44t
Total current liabilities $ 6,94¢ $ 13,23¢

At June 30, 2015, we had $166.7 million in unresdd cash and cash equivalents. At December 34, 284 had $169.0 million in unrestrict
cash and cash equivalents. We generated $2.3 mdficash from operations in the six months endea B0, 2015. In addition, in the first
quarter of 2015, we acquired an ANDA from Teva$dr5 million.

We are focused on expanding our business and prpgetine through collaborations, and also throaghuisitions of products and
companies. We are continually evaluating potemtalet acquisitions and business combinations.nBmée such acquisitions, we might raise
additional equity capital, incur additional deht both.

We believe that our financial resources, consistigurrent working capital and anticipated futoperating revenue, will be sufficient to
enable us to meet our working capital requireméortat least the next 12 months.

The following table summarizes the net cash antl egsiivalents provided by/(used in) operating @i, investing activities and financing
activities for the periods indicated:

(in thousands) Six Months ended June 3C

2015 2014
Operating Activities $ 2,32¢ $ 7,13:
Investing Activities $ (4,810 $ (12,88%)
Financing Activities $ 17¢ $ 47,61:

Net Cash Provided By Operations

Net cash provided by operating activities was $@ilBon for the six months ended June 30, 2015, parad to $7.1 million during the sai
period in 2014, a decrease of $4.8 million betwibenperiods. This decrease was due to changesrent@assets and current liabilities, parti
offset by changes in net income. Net income fromrafons for the six months ended June 30, 201&ased by $11.6 million from the same
period in 2014, after adjusting for non-cash expen€hanges in current assets and current liakilidr the six months ended June 30, 2015
used $13.8 million of cash compared to $2.7 millwavided in the same period in 2014, a differemicapproximately $16.5 million between
the periods. Changes in current income taxes, aeg & $5.3 million use of cash in the six monthdeenJune 30, 2015, as compared with
providing $3 thousand in the prior year period.dntory increased $5.2 million in the six monthseshdune 30, 2015 as compared with an
increase of $2.4 million in the prior year peridacounts receivable increased by $1.6 million ia $ix months ended June 30, 2015 as
compared with a decrease of $4.7 million in thempyear period. Accounts payable decreased byillién in the six months ended June 30,
2015 as compared with an increase of $0.3 milliothe prior year period. Accrued compensation atated expenses decreased by $0.5
million in the six months ended June 30, 2015 aspared with a decrease of $0.1 million in the pyiear period. Accrued Medicaid rebates
decreased by $0.4 million in the six months ende B0, 2015 as compared with a $0.1 million desgréa the prior year period. These
increases to cash used were partially offset by.4 fillion decrease in prepaid expenses in thensirths ended June 30, 2015, as compared
with a $0.1 million decrease in the prior year péri
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Net Cash Used In Investing Activities

Net cash used in investing activities for the sontins ended June 30, 2015 was $4.8 million, prailyiglue to the $4.5 million ass
acquisition of the ANDA for Flecainide Acetate tats, in addition to $0.3 million of capital expetudes during the period. Net cash used in
investing activities was $12.9 million during thenge period in 2014, relating primarily to the $1&#lion asset acquisition from Teva of
ANDASs related to 31 generic products, in additiorcapital expenditures during the period.

Net Cash Provided By Financing Activities

Net cash provided by financing activities was $@iffion for the six months ended June 30, 2015,ltegy primarily from proceeds from $0
million of stock option exercises and $47 thousahexcess tax benefit from stock-based compensatiards during the six months ended
June 30, 2015, partially offset by $0.1 milliontafasury stock purchases related to shares ofdrestéricted stock withheld to cover taxes. Ne
cash provided by financing activities was $47.6ionlduring the same period in 2014, resulting puiity from $46.7 million of net proceeds
received in our March 10, 2014 follow-on publicerfhg. We also received $0.7 million of cash frawck option exercises and $0.2 million
from warrant exercises during the six months enlige 30, 2014.
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CRITICAL ACCOUNTING POLICIES AND USE OF ESTIMATES

This Management's Discussion and Analysis of Firsu@@ondition and Results of Operations is basedwrunaudited interim condensed
consolidated financial statements, which have Ipgepared in accordance with accounting principkrsegally accepted in the United States o
America (“U.S. GAAP”). The preparation of financi&thtements in conformity with U.S. GAAP requirasta make estimates and assumption
that affect the reported amounts of assets antlitie® and disclosure of contingent assets arallli@es at the date of the financial statements
and the reported amount of revenues and expensiag dloe reporting period. In our unaudited con@ehsonsolidated financial statements,
estimates are used for, but not limited to, stbaked compensation, allowance for doubtful accoaestzuals for chargebacks, returns and «
allowances, allowance for inventory obsolescenceruals for contingent liabilities and litigatidiajr value of long-lived assets, income tax
provision, deferred taxes and valuation allowamaoel, the depreciable and amortizable lives of longdl assets.

A summary of our significant accounting policiesrisluded in Item 8. Consolidated Financial StateteeNote 1 — Description of Business
and Summary of Significant Accounting Policiespimr Annual Report on Form 10-K for the year ended@mnber 31, 2014. Certain of our
accounting policies are considered critical, asehmolicies require significant, difficult or coregljudgments by management, often requiring
the use of estimates about the effects of mattaitsatre inherently uncertain. Such policies arersanized in Item 7. “Management’s
Discussion and Analysis of Financial Condition &websults of Operations” of our Annual Report on FA@RK for the year ended December
31, 2014.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In May 2014, the Financial Accounting Standardsr8d&~FASB”) issued guidance for revenue recognitioncontracts, superseding the
previous revenue recognition requirements, alortg miost existing industry-specific guidance. Thaguace requires an entity to review
contracts in five steps: 1) identify the contréjtidentify performance obligations, 3) determihe transaction price, 4) allocate the transactio
price, and 5) recognize revenue. The new stand#lirdesult in enhanced disclosures regarding thenga amount, timing and uncertainty of
revenue arising from contracts with customers. FA8B approved a ongear deferral in July 2015, making the standardaiife for reporting
periods beginning after December 15, 2017, witlyesdoption permitted only for reporting periodgbwing after December 15, 2016. We
currently evaluating the impact, if any, that thesv accounting pronouncement will have on our fai@rstatements.

In April 2015, the FASB issued guidance as to whethcloud computing arrangement (e.g., software seyvice, platform as a service,
infrastructure as a service, and other similarihgsirrangements) includes a software license laaskd on that determination, how to account
for such arrangements. If a cloud computing arrarege includes a software license, then the custeimauld account for the software license
element of the arrangement consistent with theiaitoun of other software licenses. If a cloud cartipg arrangement does not include a
software license, the customer should accounti®iatrangement as a service contract. The amendsnefifective for reporting periods
beginning after December 15, 2015 and may be applieeither a prospective or retrospective basidy&doption is permitted. We do not
expect the adoption of this new accounting proneuarent to have a material impact on our financetieshents.

In April 2015, the FASB issued guidance to simpttig balance sheet disclosure for debt issuands.ddsder the guidance, debt issuance
costs related to a recognized debt liability wél fresented in the balance sheet as a direct denl@icim the carrying amount of that debt
liability, in the same manner as debt discountherathan as an asset. The standard is effectiveforting periods beginning after December
15, 2015 and early adoption is permitted. We doempect the adoption of this new accounting proceuarent to have a material impact on ou
financial statements.

In July 2015, the FASB issued guidance for inventbinder the guidance, an entity should measurentory within the scope of this guidance
at the lower of cost and net realizable value, pkednen inventory is measured using LIFO or thait@tventory method. Net realizable value
is the estimated selling price in the ordinary seuf business, less reasonably predictable cbstmpletion, disposal, and transportation. In
addition, the FASB has amended some of the otlveniory guidance to more clearly articulate theunemments for the measurement and
disclosure of inventory. The standard is effecfiereporting periods beginning after December2(8,6. The amendments in this
pronouncement should be applied prospectively, edthier application permitted. We are currentlgleating the impact, if any, that this new
accounting pronouncement will have on our finansiatements.

CONTRACTUAL OBLIGATIONS AND OFFBALANCE SHEET ARRANGEMENTS

As of June 30, 2015 and December 31, 2014, weditiawve any off-balance sheet arrangements, asedkiin Item 303(a)(4)(ii) of
Regulation S-K promulgated by the SEC.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

As of June 30, 2015, our only debt obligation welated to our Notes. In order to reduce the paéatjuity dilution that would result upon
conversion of the Senior Convertible Notes we idsneDecember 2014, we entered into note hedgsaddions with a financial institution
affiliated with one of the underwriters of the SenConvertible Note offering. The note hedge tratisas are expected generally, but not
guaranteed, to reduce the potential dilution toammmon stock and/or offset the cash payments eeguired to make in excess of the
principal amount upon any conversion of Senior @otible Notes, in the event that the market prieeghare of our common stock, as
measured under the terms of the Convertible Notigel@ ransactions, is greater than the conversiog pf the Senior Convertible Notes,
which is initially approximately $69.48. In additicin order to partially offset the cost of theabedge transactions, we issued warrants to th
hedge counterparty to purchase approximately 2liomshares of our common stock at a strike pat#96.21. The warrants would separa
have a dilutive effect to the extent that the maviedue per share of our common stock exceedsttike price of the warrants. In addition, non-
performance by the counterparties under the hedgedctions would potentially expose us to dilubdour common stock to the extent our
stock price exceeds the conversion price.

Interest on the Notes accrues at a fixed rate@3%63n the outstanding principal amount of the Nated is paid semi-annually every Decembe
1st and June 1st until the Notes mature on Deceil#919. Since the interest rate is fixed, weehaw interest-rate market risk related to the
Notes. However, if our stock price increases, #ievialue of our Notes, and their likelihood of igiconverted, will increase according

We are exposed to risks associated with changeserest rates. The returns from certain of ouhaasd cash equivalents will vary as short-
term interest rates change. A 100 basis-point agveiovement (decrease) in shierim interest rates would decrease the interestigcearne
on our cash balance in the three and six monthecedane 30, 2015 by approximately $4 thousand @ntdkisand, respectively.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are controlsoéimer procedures that are designed to ensuréntioamation required to be disclosed in our
reports filed or submitted under the Securitiestaxge Act of 1934, as amended (the "Exchange Astfcorded, processed, summarized
reported within the time periods specified in tlee&ities and Exchange Commission's rules and fabisslosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed in our reports filed under the
Exchange Act is accumulated and communicated taageanent, including our principal executive offieed principal financial officer, as
appropriate, to allow timely decisions regardinguieed disclosure.

Our management has carried out an evaluation, uhdesupervision and with the participation of ptncipal executive officer and principal
financial officer, of the effectiveness of the dgsand operation of our disclosure controls andgulares (as defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act), as of June @052Based upon that evaluation, our principal etiee officer and principal financial
officer concluded that, as of the end of the pedodered by this report, our disclosure controld procedures were effective. In designing anc
evaluating our disclosure controls and procedwres,ecognize that any controls and procedures, attemhow well designed and operated,
can provide only reasonable assurance of achighimdesired control objectives.

Changesin Internal Control over Financial Reporting
There were no changes in our internal control éwamncial reporting during the quarter ended June2®15 that have materially affected, or

are reasonably likely to materially affect, ourimtal control over financial reporting.
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Part Il — OTHER INFORMATION
ltem 1. Legal Proceedings

Please refer to Note 1Commitments and Contingenciga the unaudited condensed consolidated finastééments included in Part I, ltem
1 of this Form 10-Q quarterly report, which is inporated into this item by reference.

Item 1A. Risk Factors

In addition to the other information set forth mstreport, please carefully consider the fact@scdbed in our most recent annual report on
Form 10-K for the fiscal year ended December 31420nder the heading “Part | — Item 1A. Risk FagfbThe risks described are not the
only risks facing us. Additional risks and uncentas not currently known to us, or that our mamagmet currently deems to be immaterial, alst
may adversely affect our business, financial camliand/or operating results. There have been nermabchanges to those risk factors since
their disclosure in our most recent annual reporform 10-K.

Item 2. Unregistered Sales of Equity and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.

Item 5. Other Information

None.

Item 6. Exhibits

The exhibits listed in the Index to Exhibits, whishncorporated herein by reference, are file€uonished as part of this quarterly report on

Form 10-Q.

34




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caussddiport to be signed on its behalf by the
undersigned thereunto duly authorized.

ANI Pharmaceuticals, Inc. (Registra

Date: August 4, 201! By: /s/ Arthur S. Przyby
Arthur S. Przyby
President an
Chief Executive Office
(Principal Executive Officer

Date: August 4, 201! By: /s/ Charlotte C. Arnols

Charlotte C. Arnolc

Vice President, Finance a
Chief Financial Officel
(Principal Financial Officer
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INDEX TO EXHIBITS

Exhibit No. Description

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer a@dhief Financial Officer, pursuant to 18 U.S.C. 88t 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

101

101.INS XBRL Instance Documet

101.SCH XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTT O
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Arthur S. Przybyl, certify that:
1. | have reviewed this quarterly report on Forn-Q of ANI Pharmaceuticals, Inc

2. Based on my knowledge, this report does notado any untrue statement of a material fact oit torstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememd 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, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a—15(e) and 15a@&}186d internal control over financial reportiag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preseéntisis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

(d) Disclosed in this report any change in thrgggteant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

(a) All significant deficiencies and material Weasses in the design or operation of internalroboter financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

(b) Any fraud, whether or not material, that ilmgs management or other employees who have disaytirole in the
registran’'s internal control over financial reportir

Date: August 4, 2015 /sl Arthur S. Przyby
Arthur S. Przyby
President an
Chief Executive Office
(principal executive officer




Exhibit 31.2

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTT O
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Charlotte C. Arnold, certify that:
1. | have reviewed this quarterly report on Forn-Q of ANI Pharmaceuticals, Inc

2. Based on my knowledge, this report does notain any untrue statement of a material fact oit torstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all material
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe periods presented in this rep

4. The registrant’s other certifying officer anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a—15(e) and 15a&}1586d internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hay

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preseéntisis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

(d) Disclosed in this report any change in thrgggteant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions

(a) All significant deficiencies and material Weasses in the design or operation of internalroboter financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

(b) Any fraud, whether or not material, that ilmgs management or other employees who have disaytirole in the
registran’'s internal control over financial reportir

Date: August 4, 2015 /sl Charlotte C. Arnols
Charlotte C. Arnolc
Vice President, Finance and
Chief Financial Officer
(principal financial officer’




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 quarterly report on FormQ@®&f ANI Pharmaceuticals, Inc. (the "Company") flee quarterly period ended June 30,
2015 (the "Report") as filed with the Securitiesl &xchange Commission on the date hereof, the sigsherd Chief Executive Officer and
Chief Financial Officer of the Company hereby dgrthat, to such officer's knowledge:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgjwAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of
the Company.

This certification is provided solely pursuant ® U.S.C. Section 1350, as adopted pursuant tode@@6 of the Sarbanes-Oxley Act
of 2002.

Dated: August 4, 2015 /sl Arthur S. Przyby

Arthur S. Przyby
President and

Chief Executive Office
(principal executive officer

Dated: August 4, 2015 /sl Charlotte C. Arnols
Charlotte C. Arnolc
Vice President, Finance a
Chief Financial Office
(principal financial officer’

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyn| be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon request.




